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Disclaimer

This Preliminary Information Memorandum (“PIM™) is intended to provide interested parties with further
information on the process being undertaken by the Odisha Electricity Regulatory Commission (“OERC”)
on the sale of the Central Electricity Supply Utility (“CESU”), pursuant to the revocation of the license of
CESU and the formation of CESU pursuant to the Central Electricity Supply Utility of Orissa (Operation
and Management) Scheme, 2006 (“Scheme”).

This PIM is presented for information purposes only and does not present a sales offer. No representation
or warranty, expressed or implied, is made, or responsibility of any kind is, or will be, accepted by Orissa
Electricity Regulatory Commission (OERC), CESU,and their transaction advisors / consultants, with
respect to the accuracy and completeness of this PIM. The information contained herein may be amended
or replaced by OERC, CESU,andtheir advisors / consultants at any time, without giving any prior notice
or providing any reason. Any liability in connection with the use by any recipient of the information
contained in this document is hereby disclaimed.

Any estimates and projections contained in the PIM involve significant elements of subjective judgment
and analysis, which may or may not be correct. OERC, CESU, and their consultants / advisors, or any of
their affiliates, or any direct or indirect shareholders or any respective members, public servants,
employees, or agents does not provide any guarantee or warranty (express or implied) or assumes any
responsibility with respect to the authenticity, validity, completeness of the estimates and projections.

The PIM does not constitute an offer or solicitation of an offer for sale or purchase of shares or assets of
CESU or the Prospective Distribution Licensee. The PIM shall not form the basis of, or constitute, any
contract or binding offer. It is essential for the participants/investors to examine CESU prior to the final
bidding date. Subsequently, the participants/investors would have significant knowledge of CESU atall
phases of the tendering process and while signing the transaction related documents and that they would
place their bid with such knowledge and sign the transaction related documents. The participants/investors
accept, declare and guarantee that it has made all kinds of technical, legal, financial, tax, related and other
examinations and facility visits it deemed necessary regarding CESU and the investment opportunity, and
that based on such it will not make any claims from OERC, CESU and their consultants / advisors or any
of their respectiveaffiliates under the scope of warranty for defect provisions or other provisions within the
legislation at any time during or after this transaction.
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Acronyms / Abbreviation

ABT Available Based Tariff

AED Athagarh Electrical Division

ANED Angul Electrical Division

APDRP Accelerated Power Development and Reforms Programme
AT&C Aggregate Technical and Commercial Losses
BCDD Bhubaneswar City Distribution Division

BED Bhubaneswar Electricity Division

BSES Bombay Suburban Electric Supply

BSP Bulk Supply Price

CDD City Distribution Division

CED Cuttack Electrical Division

CESCO Central Electricity Supply Corporation of Orissa Ltd
CESU Central Electricity Supply Utility

CPP Captive Power Producers

CZDRSU Central Zone Distribution and Retail Supply Utility
DED Dhenkanal Electrical Division

DFID Department for International Development
DISCOM’s Distribution Companies

DTRs Distribution Transformers

EHT Extra High Tension

GRIDCO Grid Corporation of Orissa Ltd

HO Head Office

HT High Tension

ICB International Competitive Bidding

IPP Independent Power Producers

JED Jagatsinghpur Electrical Division

KED Khurda Electrical Division

KED Kendrapada Electrical Division

kv Kilovolts

kwh Kilowatt Hour
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LT Low Tension

MRT Meter Reading & Testing

MW Megawatts

NED Nimapada Electrical Division

NESCO North Eastern Electricity Supply Company of Orissa Ltd
NTPC National Thermal Power Corporation

OERC Odisha Electricity Regulatory Commission
OHPC Odisha Hydro Power Corporation

OoLIC Odisha Lift Irrigation Corporation

OPGC Odisha Power Generation Company

OPTCL Odisha Power Transmission Corporation Ltd
OSEB Odisha State Electricity Board

PDP Paradeep Electcal Division

PED Puri Electrical Division

PMU Programme Management Unit

PIM Preliminary Information Memorandum

Prospective Distribution
Licensee

The company to be formed as a 100% subsidiary of GRIDCO and which will incprporate
the CESU and ownership of which will be sold to the selected bidder

SCADA Supervisory Control and Data Acquisition
SED Salipur Electrical Division
SLDC State Load Dispatch Center
SOUTHCO Southern Electricity Supply Company of Orissa Itd
Central Electricity Supply Utility of Orissa (Operation and Management) Scheme, 2006 of
Scheme 08 September 2006
TED Talcher Electrical Division
WESCO Western Electricity Supply Company of Orissa Ltd
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Introduction

1.1. Objective of the Preliminary Information Memorandum
The objective of the Preliminary Information Memorandum is to provide investors an overview of

technical, legal, environmental, financial/accounting data of CESU.

This document provides the latest information available. During the transaction process newer information
may become available and will be placed in the data room (physical data room and/or e-data room).
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2.1.

2.2.

2.3.

Summary

Overview of CESU

Central Electricity Supply Utility (CESU) is a state electricity distribution utility with sole rights to
distribution of electricity in the Central Zone in Odisha. The Odisha electricity distribution sector has been
divided into four zones namely North, West, South and Central with distribution rights being with
NESCO, WESCO, SOUTHCO and CESU respectively. CESU operates in 5 circles and 20 divisions
within its coverage area. The primary business activity includes purchase of power from GRIDCO Ltd at
BSP rate and distribute toconsumers; consumers are broadly classified as EHT, HT and LT consumers
depending upon the voltage of supply and quantum of electricity consumed. CESU is currently operating
as a Scheme under provisions of Section 22 of Electricity Act 2003.

The power sector reforms has led to unbundling in the electricity value chain; especially formation of four
distribution companies under different zones. CESCO was formed post reforms in 1996 and continued to
operate as an independent entity until its privatisation was initiated in 1999. CESCOQO’s subsequent
operations did not continue as per the provisions of OERC regulations leading to revocation of its license
under Section 19 of Electricity Act 2003. The Utility hence forth has been transferred under CESU
Scheme 2006, under provisions of Section 22 of Electricity Act 2003, and has been operating as CESU
until its sale is effectively consummated.

Financial performance

CESU has been witnessing a total revenue growth of over 36 % in the FY2014-15 over FY2011-12 and
reduction in Net Loss by 74% between the two periods. It has registered a revenue of Rs.2, 929.57 cr in
FY 2014-15 compared to Rs.2,155.44 cr in FY 2011-12. The Net Loss in FY 2014-15is Rs.154 cr
compared to Rs.271 cr in FY2011-12. The utility has witnessed a healthy CAGR of over 8% across EHT,
HT and LT consumer categories from 2012-13 to 2014-15. It has witnessed a marginal decrease in AT &
C losses from 43% in FY2012-13 to 37.65% in FY2014-15.

Transaction model

The Odisha Electricity Regulatory Commission (OERC) has decided for sale of CESU in accordance with
the provisions of the Electricity Act 2003.As CESUis operating currently as a Scheme under Section 22 of
the Electricity Act 2003, a new company wouldfurtherbe incorporated as a wholly owned subsidiary of
GRIDCO Ltd under the provisions of Companies Act 2013 before the bidding date to effectuate the
transaction process. The Utility and employees would be transferred to the newly formed company.The
sale would envisage transfer of sharesof the companyat a mutually agreed price in favour of prospective
investor. The newly formed company shall be deemed to be the licensee for distribution of electricity in
the designated Central Zone in Odisha, under Section 21 (b) of the Electricity Act 2003. After the
transaction, the new investorwould continue to own the license for distribution of electricity in the
designated Central Zone in Odisha.

The transaction model considers the provisions ofSection 21 (a) of the Electricity Act 2003; the utility
shall vest in the purchaser or the intending purchaser, as the case may be, free from any debt, mortgage or
similar obligation of the license. The prospective investor shall be able to operate without any past
outstanding liabilities as defined under the provisions of Section 21 (a) of Electricity Act 2003.

In pursuance of the transaction model, the prospective investor shall become the owner of network assets
of CESU and would also be responsible for service of all the current and future employees of the entity.
The prospective investor shall continue to remain as the majority shareholder in the entity until any future
date provided it continues to meet the provision of OERC.
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2.4. Investment consideration

Monopoly market structure

CESU has exclusive rights to electricity distribution in the Central Zone in Odisha. The prospective
investor would have the sole license to distribution in the Central Zone after transfer of the ownership.
Under the market structure, the private investor would operate as regional monopoly with exclusive
distribution license being granted by OERC. The investor hence would have rights to operate its business
in five circles and twenty divisions, many of these divisions have high consumer density in terms of
connection and quantum of consumption. The total number of LT consumers is close to 2 Million and the
number of HT consumers is over 1,700 as of 2014-15. The number of consumers has been witnessing a
healthy CAGR of over 8% since 2012-13 and is expected to continue with the momentum.

Free of past liabilities

The transaction arrangement duly considers the Provisions of Section 21 (a) of Electricity Act 2003 with
regards to treatment of past outstanding debt, mortgage and similar obligation. The prospective investor
shall be able to operate the utility free from any past outstanding liabilities as defined under the provisions
of Section 21 (a) of Electricity Act 2003.

Government schemes

The Government of Odisha (GoO) schemes implemented for supporting the network upgradation
requirements of distribution companies shall continue even after completion of sale. The various benefits
accruing to CESU under these schemes shall continue and would benefit the new investor after it takes
over the utility. Considering the amount of funds transferred through various schemes, the new investor
would be able to get significant benefits in meeting its network upgradation/addition plans. These would
support the new utility to meet loss reduction trajectory.

Multi-year tariff framework

OERC has a well-established Multi Year Tariff (MYT) mechanism in place through an order and
Regulations,2014 for determination of wheeling tariff and retail supply tariff. The order and the
Regulation, 2014 present uniformity and certainty to the MYT process. The MYT framework extends till
the year 2019 giving the investor/bidder certainty, in addition to the MYT framework the OERC
Regulation, 2014 also extends to segregation methodology of wheeling business and retail supply
business. It is noteworthy to mention that OERC has been consistent year on year in approval of the
Aggregate Revenue Requirement (ARR) and determination of the retail supply tariff for the distribution
utilities well before the commencement of the tariff period. The Commission has taken consistent steps
over the years in ensuring that the retail supply tariff determined reflects the cost structure of the utilities,
thereby enabling the utility to operate in a viable and sustainable manner.

Availability of benefit of EHT consumers

There are 26 EHT customers who are directly connected to the network of state transmission utility and
get serviced by them, CESU only looks after billing and collection of EHT customers. They constitute
28% of the total billed units and hence it adds as cushion for the extra effort made in LT sector.

Distribution franchisee

CESU has granted exclusive franchise rights to three entities, these entities are responsible for carrying the
business under their designated franchisee area. These franchisees operate in an input based franchise
model with incremental revenue sharing. The franchisees under this model are responsible for relevant
capital expenditure and operating expenditure as specified under the terms of the agreement. The
franchisee business is operating mostly in rural and semi-urban areas (high loss percentage), therefore the
prospective bidder would have the option to continue or terminate the agreement.

10
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About the company

3.1. Overview of Odisha power sector

Sector structure

The state’s power sector structure is as shown below.

Figure 1: Odisha’s power sector structure

Generation
Sources
GOI Owned NTPC . . WESCO —
GRIDCD OPICL
VVVVVVVVVVVVVVVVVVVVVVVVVVVVVVVV | sovTHCO
GCO Owned OHPC » 1996 || 2005 »
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Power sector scenario in Odisha
The per capita consumption of electricity in Odisha for FY 2015 is 1,010 units (kwWh) which is at par with
the national average. The power scenario of Odisha from FY 2011 to FY 2015 is presented below®:

Table 1: Odisha power sector scenario

Financial Year Requirement Availability Surplus/ Deficit Peak Demand Peak Met Surplus/ Deficit
(FY) (MU) (MU) (MU) (MW) (MW) (MW)
2010-11 22,506 22,449 (57) 3,872 3,792 (80)
2011-12 23,036 22,693 (343 3,589 3,526 (63)
2012-13 25,155 24,320 (835) 3,968 3,694 (274
2013-14 24,958 24,546 (412) 3,727 3,722 (5)
2014-15 26,482 26,052 (430 3,920 3,892 (28)

Generation capacity

The total state owned installed capacity in Odisha as on 31 March 2015 is 4,756 MW, which is composed
of state thermal generation capacity of 420 MW (OPGC) and hydro generation capacity of 2,142 MW
(OHPC, SHPs). Further, Odisha’s share from the central sector generating stations and Bhutan is 1,544
MW (1,355 MW from NTPC, 105 MW from NHPC and 84 MW from Bhutan). IPPs contribute to 650
MW.

1 CEA website — Monthly review of power sector and LGBR 2010-11

11
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The portfolio of Odisha’s quantum of power purchase from various sources is presented in the chart
below.

Figure 2: Odisha’s Generation Portfolio (MW) vs Power Purchase (MU)

Odisha's Generation Portfolio (MW) Quantum of Power Purchase (MU)
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Transmission

Table 2: Odisha’s Transmission Infrastructure (OPTCL)

Voltage Level Substations Route Length (Km) ‘ Circuit Length (Km)

400 kV 3 686.47 921.43

220 kv 22 317.48 5,870.53

132 kV 95 4,730.13 5,757.24

Transmission Loss (%) 3.73%

System Availability (%) 99.95%

Distribution
Table 3: Overview of Odisha Discom’s 2014-15
Particulars CESU| NESCt WESC SOUTH( TOTAL

Number of Consumers (in No.s) 1,981, 1,302,4 1,176, 1,366,505 5,826,73
Number of divisions 20 16 17 18 71
Energy Input (MU) 8,297.4 5,015.3 7,053.§ 3,192.84 | 23,559.2
Energy Billed (MU) 5,484.9 3,455. 4,552.7 1,947.73 | 15,439.7
Billing Amount (INR Crores) 2,829.9 1,777.4 2,457.7 862.59 | 7,926.96
Collection Amount (INR Crores) 2,668.1 1,723 2,304.9 782.78 | 7,479.43
AT & C Losses (%) 37.65% 33.19% 39.499 44.64% | 38.16%
Length of 33 kV Line (in Km) 3,108.9 2,263.4 3,478.¢ 3,096.00 | 11,946.5
Length of 11 kV Line (in Km) 32,285| 26,440] 28,960| 31,631.0¢ 119,317
Length of LT kV Line (in Km) 48,262| 45,481 23,280] 25,814.0( 142,839
Number of DTRs (11/0.4 kV and 33/0.4 4 56,825| 48,227| 35,998| 35,848 | 176,898

3.2. Industry structure
Background of Odisha power sector reforms
OSEB was established in March 1961 as the main body responsible to undertake generation, transmission,
and distribution of electricity and alsoresponsible for power sector development in the state. OSEB was
governed by the provisions of the Electricity (Supply) Act, 1948. Along with OSEB, the Department of

12
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Energy and Government of Odisha (GoO) were responsible for policy and planning for the power sector.
Further, in 1984, Odisha Power Generation Corporation Limited (OPGC) was incorporated with the main
objective of establishing, operating & maintaining large thermal power generating stations. OPGC
operated two units of thermal plants in the state and supplied power to OSEB. OSEB was vested with the
responsibility of power supply in the entire state as well as for regulation at the state level. OSEB obtained
the required power for distribution either from its own generating stations or by purchasing from other
generating utilities. By using its own transmission and distribution network, it supplied power to the end
consumers.

Over the years, OSEB’s financial health deteriorated due to various factors. OSEB witnessed dismal
performance in a number of indicators including high transmission & distribution losses, low plant load
factor, a very high customer to employee ratio and high commercial losses; these lead to significant
support in subsidies from Government of Odisha (GoO).

Owing to poor performance of OSEB, the Government of Odisha (GoO)commenced an extensive reform
programme of the electricity sector. The reform programme was intended at improving the quality of
electricity supply and stimulate economic growth in the state and the region.

The broad objectives of the reform programme were:
0 Togive increased autonomy to the state power sector
0 To attract large amounts of private finance into the power sector
0 Tointroduce competition in the power sector
o0 Unbundling of OSEB and evolution of industry structure

Odisha was the first state in the country to embark upon reforms in the power sector. Supported by both
the World Bank and the Department for International Development (DFID) of the Government of United
Kingdom, it went for unbundling, corporatization and privatization. The Power Sector underwent
significant changes since the onset of the Odisha Electricity Reforms Act 1995, which kick-started the
reforms and restructuring process resulting in the establishment of the Odisha Electricity Regulatory
Commission (OERC) and rationalization of generation, transmission and distribution of electricity into
separate businesses and managed by separate entities.

Subsequently, two corporate entities namely Grid Corporation of Orissa Limited (GRIDCO) and Orissa
Hydro Power Corporation Limited (OHPC) were established in April 1995 under Companies Act, 1956.
As per the Orissa Electricity Reform (Transfer of Undertakings, Assets, Liabilities, proceedings and
Personnel) Scheme Rules 1996, the transmission and distribution activities of the erstwhile OSEB along
with the related assets, liabilities, personnel and proceedings were vested in GRIDCO. Simultaneously, the
hydro generation activities of OSEB along with related assets, liabilities, personnel and proceedings were
vested in OHPC.

In order to privatize the distribution functions of electricity in the state, four distribution companies
namely CESCO, NESCO, WESCO and SOUTHCO were established under Companies Act 1956. During
November 1998, the State Government issued the “Orissa Electricity Reform (Transfer of Assets,
Liabilities, Proceedings and Personnel of GRIDCO to distribution companies) Rules 1998 wherein the
electricity distribution and retail supply activities along with the related assets, liabilities, personnel and
proceedings were transferred from GRIDCO to the four distribution companies. Through a process of
International Competitive Bidding (ICB), the four distribution companies were privatized during 1999 by
transferring 51 per cent of the share of these companies to private companies. CESCO was taken over by
consortium of AES Corporation, USA, AES Orissa Distribution Company Private Limited and Jyoti

13
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Structures Limited and the remaining three distribution companies, namely NESCO, WESCO and
SOUTHCO were taken over by BSES.

After separation of distribution business, GRIDCO was engaged with electricity transmission, bulk supply
and trading activities. Keeping in view the statutory requirement of the Electricity Act 2003 for separation
of trading and transmission functions into two separate entities, the State Government incorporated Orissa
Power Transmission Corporation Limited (OPTCL) to take over the transmission and SLDC functions of
GRIDCO.GRIDCO is currently involved in the business of bulk purchase and bulk supply of electricity to
the four distribution companies and also trading of surplus power through traders.

Figure3: Evolution of Odisha power sector

II Stage III Stage

(1998) (2006)

) Gen Gen Gen Gen
OPGC. e (Gen) (Gen) (Gen) (Gen)
(Generation G - .
-since 1984) (Generation) GRIDCO (Trans & GRIDCO (Bulk Supplier)
Bulk Supplier) OPTCL (STU/SO)

CESCO NESCO CESCO NESCO

GRIDCO (Dist) (Dist) (Dist) (Dist)
(Transmission &
A WESCO SOUTHCO WESCO SOUTHCO

Distributio 11) (Dist) (Dist) (Dist) (Dist)

OSEB unbundled into (f}ul:lID_CO “““Sf];’im"d distri d""th“"“ OPTCL formed from GRIDCO

GRIDCO and OHPC cionsto 4 Discoms andthen : .o 4.0 o1y & SLDC in the state

privatised

3.3. Background of the enterprise

Privatisation of Distribution Companies (Discoms)

The Government of Odisha (GoO) approved GRIDCQO’s proposal to privatise its distribution business by
converting the four zones as separate distribution companies. Privatisation was introduced in distribution
by offering 51% of the equity in the subsidiary companies to private investors. The investors were selected
through international competitive bidding (ICB) on the basis of their financial and technical capability,
track record, and commitment to the improvement of electricity distribution system. Further to the
privatisation process, ten OSEB distribution circles were reorganized into four zones namely Central,
North Eastern, Western and Southern Zones witheach area consisting of two to three circles. After
restructuring, the zones were initially recognized as subsidiaries of GRIDCO and later converted into
separate companies namely CESCO, NESCO, WESCO and SOUTHCO, which were established under
Companies Act 1956, to engage in electricity distribution and retail business. After privatisation, GRIDCO
held 39 per cent of the equity in the distribution companies, while 10 per cent of the shares was held by
employees. While the management of the companies changed, the service conditions for employees
continued to prevail even after privatisation.

With effect to the privatisation process, CESCO, the distribution company in the Central Zone was taken
over by consortium of AES Orissa Distribution Company Private Limited and Jyoti Structures Limited

14
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while the remaining three distribution companies, namely NESCO, WESCO and SOUTHCO were taken
over by BSES.

Evolution of CESU
Table 4: Evolution of CESU
Year Evolution of the sector

1996 Enactment of Orissa Electricity Regulatory Act, 1995; Constitution of OERC; Transfer Scheme; OSEB
unbundled into OHPC and GRIDCO

1997

1998 GRIDCO’s distribution function divided into four geographical zones- Central, Western, Northern and
Southern; Creation of four companies namely CESCO, WESCO, NESCO and SOUTHCO; privatisation
of OPGC

1999 Privatisation of Discoms; 2™ Transfer Scheme: Transfer of GRIDCO’s assets, liabilities and personnel to
CESCO, WESCO, NESCO and SOUTHCO

2000

2001 AES abandons CESCO; GRIDCO files petition before OERC asking revocation of license to CESCO
alleging mismanagement; OERC interim order vesting management of CESCO with a CEO; Sobhan
Kanungo committee report to assess mid-tenure correction requirements

2002

2003  Electricity Act 2003

2004

2005 Formation of OPTCL; Revocation of license to CESCO u/s 19 of Electricity Act; Appointment of
administrator; Unsuccesful resale attempt u/s 20 of Electricity Act

2006 Formation of CESU Scheme by OERC u/s 22 of the Electricity Act; OERC appointed CEO to look into
CESU operations under management board constituted under the scheme

2007
2008 Scheme extended up to 07.09.2010
2009
2010 Scheme extended up to 07.09.2011
2011

2012  Scheme extended up to 07.09.2013

2013  Scheme extended upto 07.09.2014

2014  Scheme extended upto 07.09.2015

2015 Scheme extened upto 07.09.2016

In 2001, the AES-led consortium abandoned the management of CESCO. GRIDCO filed a petition before
OERC on 04.08.2001 alleging that CESCO, the distribution and retail supply licensee in the area of the
Central Zone in the State whose controlling shareholders were, AES Orissa Distribution Company Pvt Ltd
and Jyoti Structures Limited had not taken appropriate steps to maintain the supply of electricity to the
consumers in the area of supply.

After hearing the parties, followed by certain circumstances which were considered to threaten the supply
of electricity to the consumers in CESCO’s supply area, a nominated officer of State Government was
appointed by OERC through Order dated 27.8.2001 in Case No. 39/2001 The nominated officer was
responsible for taking over the management and control of CESCO and manage the electricity supply
activities in the CESCO area till further orders.

Thereafter, OERC initiated proceedings and passed several orders including a final opportunity for
CESCO to propose and commit a comprehensive business plan to bail out the company from recurring
financial deficits in order to avoid revocation of its license. CESCO then submitted a revised business plan
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3.4.

on 18 November 2004, which was however deemed inadequate by the stakeholders and OERC in
discharging CESCO’s obligations as a licensed business. CESCO’s license was subsequently revoked
under section 19 of the Electricity Act, 2003 (the Act), with effect from 01.04.2005 and on 18.04.2005
OERCappointed Chief Executive Officer (CEQO) and Administrator to discharge the licensed activity of
Central Zone Distribution and Retail Supply Utility (CZDRSU) as per the provisions under Section 20[d]
of the Act.

Formation of CESU

OERC made an attempt to attract private participation in the Central Zone Distribution and Retail Supply
Utility (CZDRSU) by selling 51% ownership of the utility through a competitive bidding process, in
accordance with sections 20 and 24 of the Act, which mandated the sale of the utility within a period of
one year from the date of revocation of the license. However, despite the OERC’s best efforts, the sale
process could not succeed. OERC then vide order dated 08.09.2006, formulated a Scheme under section
22 of the Act for operation and management of the CZDRSU. This Scheme was named the Central
Electricity Supply Utility of Odisha (Operation and Management) Scheme, 2006. The tenure of the
Scheme was initially two years, but it has been further extended periodically by the Commission and the
Scheme now extendsupto 7™ September 2016.

Under the provisions of theScheme, all assets, liabilities, rights, proceedings and manpower as well as the
license for distribution and supply of electricity held by CESCO has been vestedin Central Electricity
Supply Utility of Odisha (CESU) and it has been authorized to carry out the business of distribution of
electricity in accordance with license conditions in respect of area assigned to CESCO. CESU continues to
operate in the assigned area with directions of the OERC issued from time to time.

Under the Scheme, CESU has to comply with the provisions of the Electricity Act, 2003 and other
relevant statutory provisions and license conditions with regard to distribution of electricity in its area of
supply. A Chief Executive Officer is appointed by OERC to look after day to day affairs of CESU under
the Management Board constituted under the Scheme.

Area of operations

Geographic coverage of CESU operations
Figure4: Geographic coverage of CESU

CENTRAL ELECTRICITY SUPPLY COMPANY OF ORISSA LTD.

MAP SHOWING THE DETAILS OF 5§ CIRCLES
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Divisions in CESU

CESU currently operates through 20 divisions in Odisha, these divisions are organized under five circles
namely Bhubaneswar Electricity Circle | (BBS-I), Bhubaneswar Electricity Circle [1(BBS-Il), Pradeep
Electricity Circle (PDP), Dhenkanal Electricity Circle (DKL), and Cuttack Electricity Circle (CTK). As
presented in the map the five circles have been further distributed into 20 Electrical Divisions.

1. Bhubaneswar City Distribution Division-1 (BCDD-I)
2. Bhubaneswar City Distribution Division-11 (BCDD-II)
3. Bhubaneswar Electrical Division (BED)

4. Nimapada Electrical Division, Nimapada (NED)

5. Khurda Electrical Division, Khurda (KED)

6. Balugaon Electrical Division, Balugaon(BEDB)

7. Nayagarh Electrical Division, Nayagarh (NYED)

8.  Puri Electrical Division, Puri (PED)

9. City Distribution Division, Cuttack (CDD-I)

10. City Distribution Division, Cuttack (CDD-II)

11. Cuttack Electrical Division, Cuttack (CED)

12. Athagarh Electrical Division, Athagarh (AED)

13. Salipur Electrical Division, Salipur (SED)

14. Dhenkanal Electrical Division, Dhenkanal (DED)

15. Talcher Electrical Division, Chainpal (TED)

16. Angul Electrical Division, Angul (ANED)

17. Kendrapara Electrical Division, Kendrapara (KED-I)
18. Kendrapara Electrical Division, Marshaghai (KED-II)
19. Jagatsinghpur Electrical Division, Jagatsinghpur(JED)

20. Paradeep Electrical Division, Paradeep (PDP)
3.5. Organisation structure

Overall organisation structure
The overall organisation structure of CESU at Headquarter have been presented below.

I |

Management

.................... .

]

.

Chief Executive

______ Officer
] 4 | | J | | J | | J | | J | | J | | J | | J
- Human : - Purchase: PMU : o
[Tec"”'c""' [C" 5 [ Resource [ _______ i [ _&Store [ _______ (Capex) [ _________ L [ ..... o

Overall field office structure
The field office structure in CESU has been presented below.
Circle Office (Five Nos.) Division Office (20 Nos.) Subdivision Office (77 Nos.) Section Office (251 Nos.)|
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There are five electrical circles, one E&MR Circle and one MRT Circle. Each of the circle offices is
headed by a Circle Manageror Senior General Manager/General Manager level who reports to the Chief
Executive Officer of CESU. The Divisional Managers of Manager/Deputy Manager level report to the
Circle Manager. The detailed reporting structure has been presented in later sections.

Functional structure
TechnicalDepartment
The various activities of the Technical Department is presented below.

. . Maintenance, Operatio Standardisation &
Project Plannning & ns & Repairs and Government Aided
Implementation Monitoring Release Schemes
Demand Side
. E&MR Organisation Management (After
Civil Safety (Field Unit) implementation of
SCADA)

Commerce Department
The various activities of the Commerce Department have been presented below.

Energy .
Analysis wing Conservation & MRT Wing MIS %r%?n;?;ermal
Audit Y
Grievance & . .
Training Consumer Service ABT cell Franchisee Cell
Demand Side
Legal & Regulatory Management (After
(OERC) implementation of
SCADA)

Human Resource & Administration Department
The various activities of the Human Resource & Administration Department is presented below.

Corporate Affairs | | Policy & General Disciplinary & .
Legal Cell Cell Administration HO HR Audit
Administration
Training, Grievan
Internal : . !
Grievances Public Relations ces &C%Liztomer
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Finance Department
The various activities of the Finance Department is presented below.

: Resource Cost . .
Pension Fund Management Accounting Budgeting Taxation
. . Account
Audit of Franchisee : oo Corporate
Payment & Capex Internal Audit Comg:lljztilton & Affairs

PMU (Capex) Department
The various activities of the PMU (Capex) Department is presented below.

Project
Implementation
Cell

Construction
Divisions

R-APDRP Cell

Purchase & Store Department
The purchase & store department is responsible for purchase and stock management function.

Information Technology Cell

The various activities of the IT Department is presented below.

Computing
Facility
Services

Epéat;r?gg;ir% Data Center Design & Planning & Procurement &
Sgervi ces Services Development MIS Stores

Vigilance Cell
The Vigilance Cell is headed by Chief Vigilance Officer (CVO) and responsible for liaison with the

energy police stations and conducting raids.

Field structure

The reporting structure for field units has been presented below.

A}

Chief Executive.

________ Ofheer

1 1 1 1 1 1 1

) A ) A 2 . >
Electrical: Electrical ; Electrical . Electrical: Electrical . E&MR MRT
Circle No.: Circle No.: Circle, Cutt Circle, Dhe Circle, Para Circle, Cutt Circle, Cutt
k. BBSR..4 ALBBSRA T\ ack...: ...nkanal..; | \4....... deep....; | 4. ack ) U ack......
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The division offices reporting to various circle offices have been presented below.

Table 5: Reporting units of CESU

Name of the Circle Reporting Units ‘

BCDD-I, Bhubaneswar; BCDD-II, Bhubaneswar; BED, Bhubaneswar; NED,

Electrical Circle No. I, Bhubaneswar )
Nimapada

Electrical Circle No. I, BEDB, Balugaon; KED, Khurda; PED, Puri; NED, Nayagarh

Bhubaneswar

Electrical Circle, Cuttack CDD-l, Cuttack; CDD-II, Cuttack; CED, Cuttack; AED, Athagarh; SED, Salipur

Electrical Circle, Dhenkanal DED, Dhenkanal; AED, Angul; TED, Chainpal

Electrical Circle, Paradeep KED-I, Kendrapara; KED-II, Marshaghai; JED Jagatsinghpur; PDP, Paradeep

E&MR Division, Cuttack; E&MR Division, Bhubaneswar; E&MR Division,

E&MR Circle, Cuttack Khurda; E&MR Division, Dhenkanal; E&MR Division, Paradeep

MRT Division, Cuttack; MRT Division, Bhubaneswar; MRT Division, Khurda;

MRT Circle, Cuttack MRT Division, Dhenkanal; MRT Division, Paradeep

3.6. Corporate governance
Management Board composition
The management board is constituted/reconstituted by OERC as applicable from time to time for the
general / overall management of CESU. The members to the management board are appointed by OERC.
There are currently eight members in the Management Board of CESU with the Chairman being the
Principal Secretary, Department of Energy, Government of Odisha (GoO). The profiles of board members
are presented below:

Table 6: Management board of CESU

Name Designation Other Details

Mr. Rajesh Verma,

I1AS Chairman Principal Secretary, Department of Energy, GoO

Mr. S. K. Popli, IFS CEO & Convener Chief Executive Officer, CESU

Ex-Officio Member&
State Government

nominee Director Secretary, Department of Finance, GoO

Mr. Hemant Sharma,

IAS

Ex-Officio Member

Chairman-cum-Managing Director, GRIDCO

Prof. A.K. Tripathy

Independent Member

Ex-Director General, CPRI, Bangalore

Mr. Debaraj Biswal

Independent Member

Ex-CEO,CESU

Dr. D.V. Ramana

Independent Member

Professor, Xavier Institute of Management, Bhubaneswar

Dr. Bijaya Kumar
Sahoo

Independent Member

Chartered Accountant
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3.7. Other information
Company registered address
Central Electricity Supply Utility of Orissa,
2nd Floor, IDCO TOWER,
Janpath, Bhubaneswar -751022
Phone: 0674- 2541575; Fax: 0674-2543125
Website: www.cescoorissa.com
E-Mail : itadmin@cescoorissa.com

Auditors of the company
Tej Raj & Pal Chartered Accounts
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Business

4.1. Business model description
CESU is responsible for distribution and supply of electricity to consumers in the licensed areas of
operations. CESU procures power from GRIDCO Limited. GRIDCO Limited is a Deemed Trading
Licensee under 5" Provision to Section 14 of the Electricity Act, 2003. GRIDCO is a state owned
company, engaged in the business of purchase of electricity in bulk from various generators located inside
Odisha and the State share of power from the Central Generators for supply in bulk to the four electricity
distribution utilities, including CESU in the State of Odisha.

In due recognition of the vital position that GRIDCO plays in ensuring power supply to the State, the
Govt. of Odisha (GoO) notified GRIDCO as the “State Designhated Entity” to sign the Power Purchase
Agreements (PPAs) for procurement of all forms of power from different generators as per the Government
Notification No. PPD-11-2/05 (pt) 7947, Bhubaneswar dated 17.08.2006. Besides, being the successor
organization to the erstwhile Orissa State Electricity Board (OSEB).GRIDCO undertakes the functions of
bulk purchase and sale of power in the interest of the State under the “Single Buyer Model”.

Under the existing Bulk Supply Agreements between the distribution utilities and the GRIDCO,
thedistribution utilities are required to purchase power from GRIDCO at a regulated price to be
determined by the Odisha Electricity Regulatory Commission (OERC).The power procurement price is the
Bulk Supply Price at which GRIDCO supplies power to the distribution utilities. GRIDCO as a statutory
requirement, files its Aggregate Revenue Requirement (ARR) before Odisha Electricity Regulatory
Commission (OERC) for determination of the Bulk Supply Price of the distribution utilities.

The key responsibilities of CESU has been depicted in the figure below.

i . mer \
Customer Metering & Collection Custome
Connection Billing Service
o Application : o ] *Meterroute - | 1. Credit control o Customer ©
..... o A - lanhing T - elationship
* Security Deposit « Meter reading clistomer e
« Agreement to _ _ * Vigilance & « Complaint
supply « Bill preparation g'el(l:pr:/;gatabase management &
« Building network e s * billi resolution
« Meter installation Bill di-tributin gqanalgement Colna
« Electrificati - Billi * Supply 2 0
St =L
reconnection B management
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4.2.

4.3.

4.4.

Consumer related details

Classification of consumers

EHT (Extra High Tension) Consumers

Supply for single point supply to power intensive industries and heavy industries at 132 kV and above.

HT (High Tension) Consumers

Supply at three phase (3.3 kV, 11kV, 33kV, between phases) for loads exceeding 70kVAhaving
general/mixed load for domestic, non-residential, industrial, railway traction and bulk supply consumers
with contract demand exceeding 70kVA.

LT (Low Tension) Consumers

LT connections includes single phase connections for general load not exceeding 5KW and motive load
not exceeding 2BHP. Three phase (400 volts between phases) connections released for motive load
exceeding 2 BHP and general load exceeding 7KW but not 100 KW.Consumer categories falling under
LT consumers includes small industries, medium industries,urban commercial customers, rural
commercial customers, public lighting, and urban domestic customers. Agricultural power connections
(High technology supply connections for load up to 100 KW) and street lightning supply are released on
LT supply voltage.

Long Term Agreements

Bulk Supply Agreement between CESU and GRIDCO

Under the existing Bulk Supply Agreements between the distribution utilities and the GRIDCO, the
distribution utilities are required to purchase power from GRIDCO at a regulated price to be determined
by the Odisha Electricity Regulatory Commission (OERC) which is empowered under the Electricity Act,
2003 to determine the procurement price of power of the distribution utilities. This power procurement
price incidentally happens to be the Bulk Supply Price at which GRIDCO supplies power to the
distribution utilities. GRIDCO as a statutory requirement files its Aggregate Revenue Requirement (ARR)
before Odisha Electricity Regulatory Commission for determination of the Bulk Supply Price of the
distribution utilities.

Subsequent to the Bulk Supply Agreement (BSA), CESU, erstwhile CESCO entered into an ESCROW
agreement with GRIDCO Ltd in July 2000, according to the terms of this agreement CESU has agreed to
payment of amount falling due from CESU to GRIDCO under the terms of the BSA. CESU authorized the
escrow agent to receive all receivables for the electricity sold to customers and remit all the amounts
collected in the Escrow Account. Further to the agreement, the Escrow Agent shall utilize the proceeds
from Escrow Account to make payment to GRIDCO.

Government funded schemes

Government of Odisha (GoO) along with the central government and other multilateral agencies have
initiated schemes in order to improve the current power sector scenario in Odisha. Majority of these
schemes are targeted at improving the AT&C losses in the distribution value chain. The schemes largely
focus on upgradation of network assets.
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Major schemes for AT&C loss control

Capital Expenditure (CAPEX)

In order to provide quality power supply, strengthen the fragile distribution network and to reduce the
AT&C losses, the state cabinet held approved this scheme in 2010.The source of funding is through the
grant of the Finance Commission, State budgetary support and the counterparty funding of CESU. The
project cost is estimated to be Rs 383.57 cr. The programme covered installation of primary sub stations,
HT lines, and cabling. The project covered implementation of 24 substations, 3021 KM of HT lines and
2,484 KMs of cabling. The estimated project cost for the programme is over Rs.266.24 cr.

Odisha Distribution System Strengthening Project (ODSSP)

The ODSSP scheme has focused on supply of quality power to consumers and intends to address the
problem of low voltage in rural areas. The scheme focusses on construction of 33/11 kV sub stations in the
state; over 550 33/11 kV sub stations has been scheduled for addition out of which over 134 is in the
Central Zone. The work is implemented by OPTCL with work order of over 102 sub stations been issued.
The project has been divided into 3 phases:

Phase 1 (60 sub stations with an estimated cost of Rs 341 cr)
Phase 2(42 sub stations with an estimated cost of Rs 288 cr)
Phase 3 (32 sub stations with an estimated cost of Rs 217cr)

Restructured Accelerated Power Development and Reforms Programme (R-APDRP)

The R-APDRP programme is supported by Government of India and is under implementation since
March, 2014. The programme aims at IT intervention and system strengthening in 12 cities namely
Cuttack, Bhubaneshwar, Khurda ,Jatani ,Puri ,Jagatsinghpur ,Paradeep ,Patamundai, Kendrapara
,Dhenkanal ,Angul and Talcher. The total project cost has been estimated at Rs.395.86 cr and is
sanctioned in Part A and Part B.

Rajiv Gandhi Grameen Vidyutikaran Yojana (RGGVY)

The scheme was launched by Gol to provide electrification ofthe rural areas and BPL families.RGGVY is
implemented by Rural Electrification Corporation (REC).The Programme has achieved electrification of
over 10,801 villages and 573,662 BPL families in the 10"/11" with further electrification of 71 villages
targeted under the 12"plan. The total project cost of RGGVY is estimated to be Rs.734.34 cr.

State capital region improvement of power system (SCRIPS)
SCRIPS is Government of Odisha (GoO) funded project for conversion of cables into underground
cabling in Bhubaneswar and Cuttack. The estimated project cost is over Rs.312 cr for the project.

Integrated Power Development Scheme (IPDS)

IPDS (with R-APDRP) aims at strengthening the sub transmission and distribution network including
metering and IT upgradation of distribution sector in the urban areas. The proposal for Rs 233.02 cr has
been already submitted covering 28 cities.

Deendayal Upadhyaya Gram Jyoti Yojana (DDUGJY)

Inorder to provide rural electrification across all homes in the Indian villages including separation of
agricultural feeders, the Union Government has launched DDUGVY .The total project cost is estimated to
be Rs 700 cr out of which Rs 302.61 cr has been sanctioned till date.
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Other schemes

Strengthening electrical infrastructure in elephant corridors

This scheme includes infrastructure strengthening works such as interposing poles, fencing of substations,
cabling along the areas identified by the forest department .The scheme has been on implementation since
2013-14 by CESU. The scheme covers improvement of electrical infrastructure across major districts in
the Central Zone. In the phase 1 of its implementation, the scheme covered Dhenkanal, Angul and parts of
Deogarh. The funds allotted in Phase 1 was over Rs 7.46 cr. In phase 2 of the scheme covered Angul,
Nayagarh, Dhenkanal and Cuttack. The funds allotted for phase 2 is Rs 7.31 cr.For phase 3 of the scheme
requisition has been submitted to GoO, Dept. of Energy for release of Rs 32.44 cr.

Dedicated Pisciculture Feeders

This scheme has been implemented by OPTCL and targets to promote pisci-culture .Dedicated Electrical
feeders has been provided to the Fishery sector for the same. The subsequent cost for this project is Rs
49.66 cr.

Shifting of lines and sub stations from School and Anganwadi premises:

The Government of Odisha has funded the project in consideration of the need for safety in Government
schools and colleges. Over 1850 schools have been identified under the scheme and an outlay of Rs.12.11
cr has been earmarked for implementation.

Biju Gram Jyoti Yojana (BGJY)

BGVY is a state government initiated scheme launched in the year 2007-08 to electrify villages
/habitations having less than 100 populations (these are not covered under the RGGVY).Funds are directly
placed with the district administrations by GoO for the implementation of the programme .So far 5145
villages and 46,913 BPL households have been electrified under this scheme. The total cost of the project
is Rs 157.39 cr.

Development Program for Energy System Improvement (DESI)

The scheme targets replacement/upgradation of the distribution transformers implemented under various
rural electrification programme like RGGVY, BGVY and BSVY. A total of over 2673 distribution
transformers have been replaced; the estimated cost for the project is Rs.147.97 cr and a total of Rs.75.55
cr has already been allotted till date.

Biju Saharanchala Vidyutikaran Yojana (BSVY)

The BSVY was launched to provide electricity to the people living in the un-electrified areas of the urban
local bodies. The programme was launched in 2010-11 for electrification of slums/wards. A total of over
846 of such areas have been electrified . The total project cost is estimated to be over Rs 25.84 cr

Table 7: Amount under the various Schemes

1 Strengthening electrical infrastructure in elephant corridors 47.21

2 Odisha Distribution System Strengthening Project (ODSSP) 846

3 Dedicated Pisciculture Feeders 49.66

4 Shifting of lines and sub stations from School and Anganwadi premises  12.11

5 Development Program for Energy System Improvement (DESI) 147

6 Restructured Accelerated Power Development and Reforms Programme
(R-APDRP) 395

7 Rajiv Gandhi Grameen Vidyutikaran Yojana (RGGVY) 734

8 Biju Gram Jyoti Yojana (BGJY) 157.39

9 Capital Expenditure (CAPEX) 266.24

10 State capital region improvement of power system (SCRIPS) 312

11 Integrated Power Development Scheme (IPDS) 233
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SI.No.  Schemes Amount in Rs.cr |
12 Deendayal Upadhyaya Gram Jyoti Yojana (DDUGJY) 700
TOTAL 3,899

4.5. Distribution franchisee agreements
CESU has granted exclusive franchise rights to three entities, these entities are responsible for carrying the
business under their designated franchisee area. These franchisees operate in an input based franchise
model with incremental revenue sharing. The franchisees under this model are responsible for relevant
capital expenditure and operating expenditure as specified under the terms of the agreement.

List of distribution franchisees and description about the entities

Feedback Energy Distribution Company Pvt Ltd

Feedback Energy Distribution Company Pvt Ltd (FEDCO) is a 100% subsidiary of the Feedback Infra and
is engaged in the business of electricity distribution.

Enzen Global Solutions Pvt Ltd
Enzen Global Solutions Pvt Ltd has interests in power, water, gas and clean energy. The company has
operations across India.

Riverside Utilities Pvt Ltd

Riverside Utilities Pvt Ltd is a joint venture between M/s Shyam Industries Power Systems Utilities
(SIPS) Pvt Ltd and M/s Utility Express Services Pvt Ltd. Riverside Utilities Pvt Ltd is incorporated as a
special purpose vehicle (SPV) with equity shareholding of 74% and 26% in M/s SIPS Utilities Pvt Ltd
and M/s Utilities Express Services Pvt Ltd respectively. M/s Shyam Industries Power Systems Pvt Ltd has
been into electricity distribution, franchise management and implementation of turnkey projects in
transmission and distribution sector. It has experience in execution of turnkey projects of power
transmission & distribution, rural electrification, and railway head over electrification.

Key features in franchisee agreement

Feedback Energy . . -
g DlstrlbutlonL%ompany Pvt Solutions Pvt Ltd Ltd
Term 5 year 5 year 5 year
Input based franchisee model Input based franchisee  Input based franchisee
Type with incremental revenue model with incremental model with incremental
share revenue share revenue share
Franchisee start date 5" January 2013 27" September 2012 19" October 2012
Franchisee expiry 2018 2017 2017
. Dhenkanal, Angul, Nimapada, Cuttack
Franchisee Divisions Khurda, Nayagarh, Puri, Talcher, Kendrapada I,  Electrical Division, and
Balungaon . .
and Jagatsinghpur Salipur
Notice period for
18 months 18 months 18 months

termination

The franchise agreement can be terminated by CESU before the completion of the

L term due to various reasons including collection default, critical events for default,
Events of termination

non-critical event for default. Collection default includes failure on account of the

distribution franchisee to make payment/transfer collection as per the agreement.
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Agreement Details

Feedback Energy
Distribution Company Pvt

as per the terms of the agreement. Critical events also includes failure on the part of
franchisee to submit in-time information report to CESU and failure to meet
performance standards as per the agreement. Non-Critical events of default includes

failure to submit periodic performance report, and reporting inconsistencies in

Ltd

energy/revenue accounting.

In case of termination procedure for event of default by distribution franchisee, CESU

shall issue an event of default notice to distribution franchisee. If the default is not

Enzen Global

Solutions Pvt Ltd

Riverside Utilities Pvt

Ltd

Critical events of default includes failure to maintain performance and security deposit

amended within 30 days than final termination shall be affected.

Franchisee performance
Feedback Energy Distribution Company Pvt Ltd (FEDCO)

Table 8: FEDCO distribution franchisee performance FY2014-15

Distribution Franchisee Performance (2014-15)- M/s FEDCO

A A Input . Billed Collection Bill Eff Coll Eff Billed
DR uy | BlltdMU) | \ren | NRCH) % % AT&C | heor Unit
PED 387.47 211.79 88.82 79.54 54.66% 89.55% 51.05% 4.19
NED 209.18 138.33 57.06 50.68 66.13% 88.81% 41.27% 4.12
KED 489.45 310.47 154.87 144.01 63.43% 92.98% 41.02% 4.99
BEDB 182.97 106.20 41.83 36.91 58.04% 88.23% 48.79% 3.94
Total 1269.07 766.79 342.58 311.12 60.42% 90.82% 45.13% 4.47
Table 9: AT & C Loss and RPU- FEDCO
AT&C Loss & RPU — M/s FEDCO
Division AT&C Loss RPU Billing Efficiency
Base Line FY (2014- Target (FY Base Line
(FY 11-12) 15) Reduction 14-15) FY (2014-15) (FY 11-12) FY (2014-15)
KED 48.13% 43.50% 4.63% 2.75 2.82 58.28% 63.00%
BAED 59.58% 49.24% 10.34% 1.77 2.00 45.95% 58.00%
PED 64.24% 53.53% 10.71% 1.73 1.95 45.24% 55.00%
NAED 58.90% 44.59% 14.31% 1.87 2.29 54.50% 66.00%
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Table 10: Number of customers covered by FEDCO

LT category

Domestic - Urban 59,119
Domestic- Rural 397,383
Kutir Jyoti 6,861
Commercial - Urban 10,323
Commercial - Rural 17,050
Commercial over 10kW 1,590
Small Industries 1,609
Medium Industries 488
Irrigation - OLIC 255
Irrigation - Private 3,259
Public Lighting 129
Public Water Works below 100 kW 1,170
Public Institutions below 100 kW 2,197
LT Total 501,433
HT category

Large Industries below 132 kV 120
Mini Steel Plant 0
General Purpose 53
Bulk Supply - Domestic 33
Public Water Works above 100 kW 10
Public Institutions above 100 kW 37
HT Total 253
Heavy Industries 0
Power-intensive Industries 0
Railway Traction 2
Large Industries at 132 kV 0
EHT Total 2

Enzen Global Solutions Pvt Ltd
Table 11: Enzen distribution franchisee performance FY2014-15

Distribution Franchisee Performance (2014-15) - M/s ENZEN

. Input q q Collection Bill Eff @ Billed
Division (MU) Billed (MU) | Billed (Cr) (n) % Coll Eff % AT&C per Unit
KED-I 266.21 140.26 60.04 53.06 52.69% 88.37% 53.44% 4.28
KED-II 99.14 44.87 17.89 16.56 45.26% 92.53% 58.13% 3.99
JED 187.52 103.01 42.32 34.44 54.93% 81.37% 55.30% 4.11
DED 517.12 239.08 115.89 96.51 46.23% 83.27% 61.50% 4.85
ANED 315.31 124.84 58.49 50.66 39.59% 86.61% 65.71% 4.69
TED 377.83 150.48 79.03 63.26 39.83% 80.05% 68.12% 5.25
Total 1,763.13 802.54 373.66 314.48 45.52% 84.16% 61.69% 4.66
Table 12: AT & C Loss & RPU- ENZEN
AT&C Loss & RPU — M/s ENZEN
Division AT&C Loss RPU Billing Efficiency
Base Line FY (2014- . Target (FY ) Base Line )
(FY 11-12) 15) Reduction 14-15) FY (2014-15) (FY 11-12) FY (2014-15)
DED 59.11% 63.95% -4.84% 1.80 1.75 47.13% 46.00%
ANED 68.05% 66.90% 1.15% 1.55 1.55 36.17% 40.00%
TED 65.86% 67.35% -1.49% 1.71 1.71 37.91% 40.00%
KED-I 60.50% 56.16% 4.34% 1.72 1.88 46.00% 53.00%
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AT&C Loss & RPU — M/s ENZEN

KED-II 66.88% 59.35% 7.53% 1.39 1.62 36.92% 45.00%

JED 69.13% 56.56% 12.57% 1.33 1.78 41.77% 55.00%

Table 13: Number of customers covered by ENZEN

LT category

Domestic - Urban 65,527
Domestic- Rural 445,985
Kutir Jyoti 16,686
Commercial - Urban 7,167
Commercial - Rural 17,076
Commercial over 10kW 1,647
Small Industries 2,412
Medium Industries 343
Irrigation — OLIC 475
Irrigation — Private 3,759
Public Lighting 57
Public Water Works below 100 kW 972
Public Institutions below 100 kW 2,463
LT Total 564,569

HT categor

Large Industries below 132 kV

Mini Steel Plant 2
General Purpose 18
Bulk Supply - Domestic 69
Public Water Works above 100 kW 2
Public Institutions above 100 kw 5
HT Total 177

EHT categor

Heavy Industries 2
Power-intensive Industries 3
Railway Traction 2
Large Industries at 132 kV 7
EHT Total 14

Riverside Utilities Pvt Ltd
Table 14: Riverside Utilities distribution franchisee performance FY2014-15

Distribution Franchisee Performance (2014-15) - M/s RUPL & M/s SUPL

Division anleJJ)t Billed (MU) | Billed (Cr) CO'('é‘;t)'O“ BRET | C%e | AT&C p?;'ﬁgit
NEDN 371.63 126.47 53.38 34.32 34.03% 64.29% 78.12% 4.22
CED 444.04 194.21 93.78 74.21 43.74% 79.12% 65.39% 4.83
AED 272,53 89.24 41.52 28.58 32.74% 68.83% 77.46% 4.65
SED 197.53 87.71 37.11 18.57 44.40% 50.02% 77.79% 4.23
Total 1285.73 497.63 225.79 155.68 38.70% 68.94% 73.32% 4.54
Table 15: AT & C Loss & RPU- Riverside Utilities Pvt Ltd
AT&C Loss & RPU - M/s RUPL & M/s SUPL
Division AT&C Loss RPU Billing Efficiency
ity | 78 | meoncton | IS [ e Guass | B | PV
NED 72.20% 78.15% -5.95% 1.14 0.92 35.48% 34.00%
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CED 61.03% 65.91% -4.88% 1.98 1.65 44.69% 44.00%
AED 71.61% 78.05% -6.44% 1.02 1.02 34.31% 32.00%
SED 72.35% 78.31% -5.96% 1.15 0.92 37.97% 45.00%

Table 16: Number of customers covered by Riverside Utilities Pvt Ltd

LT category

Domestic - Urban 6,644
Domestic- Rural 268,856
Kutir Jyoti 357
Commercial - Urban 1,619
Commercial - Rural 13,950
Commercial over 10kW 896
Small Industries 1,643
Medium Industries 244
Irrigation — OLIC 175
Irrigation — Private 3,481
Public Lighting 87
Public Water Works below 100 kW 470
Public Institutions below 100 kW 1,235
LT Total 299,657

| Large Industries below 132kv. [ 61 |

Mini Steel Plant 0
General Purpose 22
Bulk Supply - Domestic 32
Public Water Works above 100 kW 4
Public Institutions above 100 kW 5
HT Total 124

| Heavy Industriess [0 |

EHT categor

Power-intensive Industries

Railway Traction

Large Industries at 132 kV

EHT Total

0
0
0
1
1

| Total 299,782 |

4.6. Franchisee capital (CAPEX) and operating expenditure (OPEX)
Table 17: Cumulative CAPEX and OPEX works till date

FEDCO ENZEN RUPL CESU Total
Target Achieved Target Achieved Target Achieved Target Achieved
CAPEX (Rs.Cr) 40.17 9.87 55.33 2.30 62.08 3.98 157.59 16.16
OPEX (Rs.Cr) 100.11 3.90 78.11 1.85 51.47 2.19 229.69 7.95
Consumer Meter (Rs.Cr) 16.99
TOTAL (Rs.Cr) 387.29 41.11

Division

Franchisee

Table 18: Distribution Franchisee Performance FY 2015-16

BED
PED
NYED

M/S FEDCO

Total Base Base Total Actual
Input(MU) RP(Rs/u) Revenue(Rs.Cr) Collection(Rs.Crs) RPU(Rs/u)
188.86 1.85 35.03 42.88 2.27
421.72 1.80 76.10 93.49 221
213.77 1.95 41.73 56.54 2.64
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KHED 554.21 2.85 158.28 179.25 3.23
0.00
AED 291.60 1.06 31.10 33.74 1.15
CED M/S 459.24 2.04 93.96 87.17 1.89
SED RUPL/SUPL 208.63 1.20 25.15 27.08 1.29
NED 404.96 1.19 48.51 47.43 1.17
0.00
DED 561.05 1.86 104.81 119.30 2.12
ANED 373.11 1.62 60.53 56.92 1.52
TED VIS BN 333.02 1.77 59.12 65.87 1.97
KED-1 281.59 1.79 50.58 59.72 2.12
KED-2 105.41 1.46 15.39 19.01 1.80
JED 190.57 1.38 26.47 38.80 2.03
TOTAL 826.76 927.20
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Key Performance Indicators

5.1. Division-wise commercial performance for FY 2014-°15
Table 19: Division wise commercial performance details for FY 2014-15

s Input —- - —- Collection AT&C
Division Energy Billing Collection Billing e

Name E(mg)y Billed (MU)  (INR Cr) (INRCr)  Efficiency (%) | Ernoiency (%) Loss (%)
BCDD-I 351.40 305.20 169.80 170.72 86.85% 100.54% 12.68%
BCDD-11 650.82 548.15 292.86 291.05 84.22% 99.38% 16.30%
BED 466.38 345.71 176.42 172.13 74.13% 97.57% 27.68%
NED 371.63 126.47 53.38 34.32 34.03% 64.29% 78.12%
PED 387.48 211.79 88.82 79.54 54.66% 89.55% 51.05%
NYD 209.18 138.33 57.06 50.68 66.13% 88.81% 41.27%
KHD 551.48 372.49 191.18 180.39 67.54% 94.36% 36.27%
BAED 2264 149.62 67.86 63.32 66.09% 93.31% 38.33%
CED 458.05 208.22 102.63 82.87 45.46% 80.75% 63.29%
CDD-I 329.35 262.06 136.97 133.64 79.57% 97.58% 22.36%
CDD-II 412.32 306.05 166.62 161.28 74.23% 96.80% 28.15%
AED 356.22 172.92 95.01 75.91 48.54% 79.89% 61.22%
SED 197.54 87.71 37.11 18.57 44.40% 50.02% 77.79%
KED-I 266.22 140.26 60.04 53.06 52.69% 88.37% 53.44%
KED-II 99.15 44.87 17.89 16.56 45.26% 92.53% 58.13%
PDP 579.95 461.03 252.66 243.47 79.50% 96.36% 23.40%
JED 187.52 103.01 42.32 34.44 54.93% 81.37% 55.30%
DED 564.26 286.21 144.87 125.77 50.72% 86.82% 55.96%
ANED 318.04 127.56 61.66 53.60 40.11% 86.95% 65.13%
TED 1313.95 1086.59 613.98 627.4 82.70% 102.19% 15.50%

37.65%

Total CESU

8297.34

5484.25

2829.14

2668.70

66.10%

5.2. Division-wise revenue performance for FY 2014-*15
Table 20: Division wise revenue performance details for FY 2014-15

94.33%

Revenue Other Surplus/
Division Collection BSP Paid (INR Expenditure Total Expenditure (INR Deficit
NET (INR Cr) Cr) (INR Cr) Cr) (INR Cr)
BCDD-I 170.72 104.96 23.42 128.38 42.34
BCDD-11 291.05 109.43 38.33 147.77 143.28
BED 172.13 129.36 19.01 148.38 23.75
NED 34.32 89.82 20.37 110.19 -75.87
PED 79.54 159.36 21.99 181.35 -101.81
NYD 50.68 55.79 14.23 70.02 -19.34
KHD 180.39 75.18 23.51 98.69 81.7
BAED 63.32 59.08 34.44 93.52 -30.2
CED 82.87 100.60 15.28 115.89 -33.02
CDD-I1 133.64 52.96 18.29 71.25 62.39
CDD-II 161.28 63.94 26.05 89.99 71.29
AED 75.91 28.00 12.82 40.82 35.09
SED 18.57 155.75 15.29 171.04 -152.47
KED-I 53.06 131.71 27.00 158.72 -105.66
KED-I11 16.56 93.02 25.11 118.13 -101.57
PDP 243.47 116.45 20.44 136.89 106.58
JED 34.44 99.24 30.87 130.12 -95.68
DED 125.77 163.79 15.93 179.71 -53.94
ANED 53.60 183.80 30.76 214.57 -160.97
TED 627.40 371.08 20.22 391.31 236.09

Total CESU

2668.70

2343.33

2796.72
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5.3. Consumer category-wise commercial performance for FY 2014-°15
Figure 5: Contribution to total billed units from different customer categories

HT
17%
Domestic
38%
EH.T
29%
Kutir Jyoti
0%
L.T.General
10%
WwW o Street Lighting
B 1% Irrigation 1%
Specified Medium Small Industry 1%
1% 1% 1% Jmers.

However the average billing rate and collection efficiency for domestic LT consumers is lower
compared to EHT and HT category.

Table 21: Consumer category wise performance details for FY 2014-15

Billed Average Collection

Consumer No. of Billed Units Amount Billing Rate Amount Collection

Category Consumers (MU) (INR Cr) (INR) (INR Cr) Efficiency (%)
Domestic 1, 785,224 2,078.51
Kutir Jyoti 25,600 13.65 4.81 3.52 1.75 36%
L.T.General 132,050 568.29 374.19 6.58 346.05 92%
(Com)
Irrigation 13,110 41.95 6.81 1.62 2.09 31%
Street Lighting 684 35.61 23.27 6.53 17.85 7%
PWW 3,719 66.31 42.88 6.46 37.25 87%
Small Industry 7,917 50.15 29.74 5.93 27.83 94%
Medium 1,940 79.87 53.20 6.66 52.33 98%
Industry
Specified
Pub. Purpose 8,618 41.03 24.63 6.00 19.76 80%
(P.1)
LT 1,978,862 2,975 1,337 4.49 1,164 87%
EHT 26 1,581.94 899.65 5.68 94151 102%
HT 1716 926.97 620.82 6.69 563.06 98%

1,980,604 5,484.25 2,796.77 2668.72

33



Private and Confidential

5.4. Operational highlights for past three years

Commercial performance of CESU - Input & Billed Units

Table 22: Commercial performance of CESU- Input & Billed Units
Billed Units (MU)

Input Energy

| Billing Efficiency

(MU) HT \ LT \ (%)
2012-13 7,401.89 1,267.19 913.62 2,482.15 4,662.96 63.00%
2013-14 7,973.19 1,618.27 921.70 2,671.86 5,211.83 65.37%
2014-15 8,297.32 1,581.94 926.97 2,975.34 5,484.25 66.10%
Commercial performance of CESU - Billing Per Unit
Table 23: Commercial performance of CESU-Billing Per Unit

Billed Amount (MU) Billing Per Unit (INR/Unit)

EHT HT LT | Total EHT | HT LT Total

2012-1{ 1,267.19 | 913.62 | 2,482.15 | 4,662.96 | 557 | 594 [ 461 | 5.13
2013-1| 1,618.27 | 921.70 | 2,671.86 | 5211.83 | 573 | 6.10 | 4.66 | 5.25
2014-1] 1,581.94 | 926.97 | 2,975.34 | 5484.25 | 582 | 6.16 | 449 | 5.16

Commercial performance of CESU - Collection Efficiency& AT&C losses
Table 24: Collection efficiency of CESU-AT & C losses

Collection Amount (MU) Collection Efficiency (%) \ AT&C

HT LT | Total HT LT Total | Losses

2012-13 | 646.31 522.71 979.02 2148.04 91.52% 96.35% 85.57% 89.77% 43.45%
2013-14 | 937.15 548.44 1047.54 2533.13 100.98% 97.51% 84.21% 92.64% 39.44%
2014-15 | 94151 563.06 1164.16 2668.72 102.20% 98.55% 87.10% 94.33% 37.65%

Division-wise commercial parameters

Table 25: Division- wise commercial parameters

2012-13 2013-14 2014-15
Division ‘ ‘ ‘

Input Billed Eff AT&C Input Billed Eff AT&C Input Billed Eff AT&C

(MU) (MU) % % (MU) (MU) % % (MU) (MU) % %
BCDD-I 32330 | 283.10 | 88% | 13% | 33133 |288.93 | 87% | 12% | 351.40 | 30520 | 87% | 13%
BCDD-II 564.85 | 459.31 | 81% | 21% | 60248 | 49327 | 82% | 20% 650.82 | 548.15 | 84% | 16%
BED 40412 | 30140 | 75% | 26% | 434.26 | 32094 | 74% | 28% | 466.38 | 34571 | 74% | 28%
NED 33228 | 10420 | 31% | 78% | 33053 | 11766 | 36% | 78% | 371.63 | 126.47 | 34% | 78%
PED 359.26 | 163.69 | 46% | 65% | 359.06 | 179.80 | 50% | 60% | 387.48 | 21179 | 55% | 51%
NYD 199.62 | 117.74 | 59% | 52% | 204.26 | 13092 | 64% | 50% | 209.18 | 138.33 | 66% | 41%
KHD 510.85 | 320.31 | 63% | 43% | 51890 [ 33462 | 64% | 41% | 551.48 | 37249 | 68% | 36%
BAED 21375 | 11880 | 56% | 49% | 22252 (13152 | 59% | 45% | 226.40 | 149.62 | 66% | 38%
CED 43263 | 211.84 | 49% | 57% | 457.63 | 24040 | 53% | 61% | 458.05 | 208.22 | 45% | 63%
CDD-I 31839 | 22986 | 72% | 32% | 324.63 | 23998 | 74% | 28% | 329.35 | 262.06 | 80% | 22%
CDD-II 40054 | 291.30 | 73% | 35% | 421.37 |317.08 | 75% | 29% | 412.32 | 306.05 | 74% | 28%
AED 47549 | 31041 | 65% | 42% | 425.67 | 26255 | 62% | 46% | 356.22 | 17292 | 49% | 61%
SED 157.71 61.55 | 39% | 72% | 17651 | 76.24 43% | 78% 197.54 87.71 | 44% | 78%
KED-I 23750 | 11519 | 49% | 59% [ 25050 [ 12256 | 49% | 59% | 266.22 | 14026 | 53% | 53%
KED-II 88.44 36.63 | 41% | 64% | 94.01 37.60 40% | 63% 99.15 44.87 | 45% | 58%
PDP 45400 | 376.11 | 83% | 21% | 490.18 |384.83 | 79% | 22% | 579.95 | 461.03 | 79% | 23%
JED 177.07 82.12 | 46% | 64% | 18120 | 90.42 50% | 61% 187.52 | 103.01 | 55% | 55%
DED 54815 | 269.32 | 49% | 62% | 55897 [ 27556 | 49% | 55% | 564.26 | 286.21 | 51% | 56%
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Division \ 2012-13 2013-14 2014-15
ANED 29339 | 12136 | 41% | 67% |299.36 |[113.90 | 38% | 66% | 318.04 | 12756 | 40% | 65%
TED 91055 | 688.72 | 76% | 33% | 1289.83 | 1053.15 | 82% | 19% | 1313.95 | 1086.59 | 83% | 15%

Total CESU 7401.89  4662.96 ‘ 63% 43% 7973.19 ‘ 521193 65% ‘ 39%  8297.32 5484.25 ‘ 66% 38%

Collection Efficiency and Distribution Loss (Division —wise)
Table 26: Collection Efficiency and Distribution Loss

2012-13 2013-‘14 2014-15
Division
Name . . .
Coll . Billed Coll Dist Billed Coll Coll .

('C'\:;* ('C'\:;* Effoe | O | (NRCr) | (INRCr) (',E/off % (INRCr) | (INRCr) | Eff% LR
BCDD-I 155.96 154.82 99% 12% 161.48 162.54 101% | 13% 169.78 170.73 101% 13%
BCDD-II 243.45 235.22 97% 19% 263.73 258.33 98% 18% 292.86 291.05 99% 16%
BED 155.20 154.01 99% 25% 165.47 161.01 97% 26% 176.42 172.13 98% 26%
NED 43.55 30.14 69% 69% 51.50 31.42 61% 64% 53.38 34.32 64% 66%
PED 78.07 60.21 7% 54% 84.50 67.50 80% 50% 88.82 79.54 90% 45%
NYD 48.42 39.53 82% 41% 55.86 43.24 7% 36% 57.06 50.68 89% 34%
KHD 173.44 157.18 91% 37% 178.74 162.71 91% 36% 191.18 180.39 94% 32%
BAED 58.39 53.07 91% 44% 62.77 58.09 93% 41% 67.86 63.32 93% 34%
CED 107.33 94.29 88% 51% 121.19 90.27 74% 47% 102.63 82.87 81% 55%
CDD-I 119.74 113.11 94% 28% 125.30 121.82 97% 26% 136.97 133.65 98% 20%
CDD-II 160.83 143.79 89% 27% 175.79 166.01 94% 25% 166.62 161.29 97% 26%
AED 145.19 129.90 89% 35% 135.07 117.29 87% 38% 95.01 75.91 80% 51%
SED 25.30 17.88 71% 61% 33.12 17.13 52% 57% 37.11 18.57 50% 56%
KED-I 50.23 42.00 84% 51% 53.82 45,37 84% 51% 60.04 53.06 88% 47%
KED-II 15.21 13.38 88% 59% 15.81 14.60 92% 60% 17.89 16.56 93% 55%
PDP 194.40 185.59 95% 17% 210.38 208.83 99% 21% 252.66 243.47 96% 21%
JED 34.02 26.69 78% 54% 38.20 30.04 79% 50% 42.32 34.44 81% 45%
DED 140.20 107.73 7% 51% 147.31 133.17 90% 51% 144.87 125.77 87% 49%
ANED 59.02 46.81 79% 59% 59.11 52.10 88% 62% 61.66 53.61 87% 60%
TED 384.86 342.69 89% 24% 595.27 591.67 99% 18% 613.98 627.40 102% 17%

Total CESU 2392.83 2148.04 2734.40 253313 93% | 35%  2829.12 2668.72 94% 34%

Retail supply Tariff

OERC has a well-established Multi Year Tariff mechanism in place through order, Case No.1 of 2013 in
matter of Setting out the principles of the Multi Year Tariff (MYT) for the 3 control period from
01.04.2013 to 31.03.2018. OERC has framed the “Odisha Electricity Regulatory Commission (Terms and
Conditions for Determination of Wheeling Tariff and Retail Supply Tariff) Regulations, 2014. While
under these regulations the First Control Period is from 01.04.2014 to 31.03.2019, the parameters of ARR
is in line with the MYT order in Case No.1 of 2013 thereby giving uniformity and certainty to the MYT
process.

For approval of ARR for FY 2016-17, CESU has filed its application as per OERC (Terms and Conditions
for Determination of Wheeling Tariff and Retail Supply Tariff) Regulations, 2014. CESU has proposed a
segregation methodology for segregating its cost and revenue into wheeling business and retail supply
business for approval of the Commission under Regulation 4.4 of OERC (Terms and Conditions for
Determination of Wheeling Tariff and Retail Supply Tariff) Regulations, 2014.
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It is noteworthy to mention that OERC has been consistent year on year in approval of the Aggregate
Revenue Requirement (ARR) and determination of the retail supply tariff for the Distribution utilities,
well before the commencement of the tariff period. The Commission has taken consistent steps over the
years in ensuring that the retail supply tariff determined reflects the cost structure of the utilities, thereby
enabling the utility to operate in a viable and sustainable manner.
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Asset Detalls

6.1. Details of CESU assets circle wise
Table 27: Details of CESU assets circle wise

Sub-Stations

33/11 KV | 38 55 | 4 8 | 4| 220
Transformers

33/11 kV Power Transformer

12.5 MVA 18 4 10 0 0 32
8 MVA 30 22 23 6 18 99
7.5 MVA 6 0 0 1 1 8

5 MVA 30 52 51 53 30 216
3.15 MVA 7 2% 18 22 34 106
3MVA 0 0 4 0 2 6
1.6 MVA 3 17 0 2 16 38
Total 94 120 106 84 101 505
33/0.4 kV Power Transformer

1000 KVA 22 6 10 0 0 38
750 KVA 4 0 14
630 KVA 0 0 2
500 KVA 9 11 19 1 10 50
315 KVA 2 1 2 0 5
250 KVA 29 10 16 9 67
200 KVA 1 0 1 0 2
150 KVA 0 0 2 0 2
100 KVA 43 64 42 30 18 197
63 KVA 0 1 11 0 13
25 KVA 2 0 0 0 0 2
16 KVA 0 0 0 0 0 0
Total 113 99 106 40 34 392
11/0.4 kV Transformer

1000KVA 31 0 7 0 2 40
800KVA 0 0 0 0 0 0
750KVA 19 25 5 0 1 50
500KVA 541 72 237 10 21 881
350KVA 31 0 9 0 0 40
315KVA 13 1 2 0 0 16
300KVA 0 0 0 1 0 1
250KVA 1405 321 500 121 221 2568
200KVA 65 32 68 18 15 198
150KVA 67 1 24 13 2 107
100KVA 2507 1925 1690 1682 1484 9288
63KVA 1338 1912 1401 1488 1504 7643
50KVA 0 11 1 3 0 15
25KVA 1954 3366 1977 2624 2665 12586
16KVA 5 647 0 0 881 1533
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Total 7976 8313 5921 5960 6796 34966
11/0.23 kV Transformer

25KVA 1 207 779 443 0 1430
16KVA 1754 2816 2732 3583 1435 12320
10KVA 733 2653 75 63 3102 6626
Total 2488 5676 3586 4089 4537 20376
Network Assets

33 kVin Km

D.C line 112 2 27 6 0 147
S.Cline 394 784 612 445 714 2949
XLPE cable 9 39 12 5 1 66
Total 515 826 650 456 716 3163
11 kV in Km

11 kV 3 ph 3398 7193 4536 6236 7471 28834
11 kV 2ph 337 831 649 653 1034 3504
11 kV XLPE 17 83 33 7 6 146
Total 3752 8108 5218 6897 8511 32486
LT lines (Bare) in Km

3P5W 681 290 189 59 196 1415
3P4AW 1750 2747 2573 3070 2289 12429
3P3W 1.0 0 0 77 2 80
2P4W 0 12 0 7 30 49
2P3W 807 906 363 1122 949 4147
1P3W 33 2 0 18 38 91
1P2W 1439 2585 2765 2985 2289 12063
Total 4710 6542 5890 7338 5793 30273
LT lines (ABC) in Km

3P5W 409 128 224 88 68 917
3PAW 547 929 597 745 888 3706
3P3W 0 9 0 3 0 12
2PAW 0 8 0 0 16 24
2P3W 57 648 91 136 122 1054
1P3W 41 399 0 0 0 440
1P2W 505 2398 3078 3059 2925 11965
Total 1559 4518 3991 4030 4019 | 18117 |
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6.2. Capital expenditure
Fixed asset additions
CESU has witnessed a total fixed asset addition of Rs.273 Cr during the period FY2014-15. Majority of
the additions has been towards lines, cable network & distribution assets.

Table 28: Fixed asset additions

Gross Block (INR Cr) Depreciation (INR Cr) Net Block (INR Cr) ‘
Assets FY2014 | Addition | FY2015 | FY2014 | Addition | FY2015 | FY2014 | FY2015
Land & land rights 7.78 -0.08 7.70 0.00 0.00 0.00 7.78 7.70
Buildings 23.04 -0.06 22.98 5.26 0.77 6.03 17.77 16.95

Lines, cable network & | 1372.58 274.02 | 1646.60 | 923.63 72.43 | 996.06 448.95 650.53
distribution assets

Vehicles 0.61 -0.01 0.60 0.53 0.06 0.58 0.08 0.01
Furniture & Fixtures 3.67 -0.56 3.12 2.09 0.15 2.24 1.59 0.87
Office Equipment 8.04 -0.29 7.76 8.04 -0.97 7.07 0.00 0.68
Total 1415.72 273.02 | 1688.74 | 939.56 72.44 | 1011.99 476.16 676.75

Table 29: Capital work in progress
Gross Block (INR Cr)

Assets FY2015 FY2014
Lines, cable network &

distribution assets 285.07 149.11
Others 0.69 0.67
Advances to contractors 20.78 18.03
Total 306.55 167.83

39



Private and Confidential

Human Resources

7.1. Detailed department structure
Description on the detailed department structure
The organization typical comprises of eight departments which are being further divided into cells/wings.
The cells/wings are being headed by person of significant relevant experience required for the position.
The following table illustrates the various departments with respective cells and position in charge for the
cells.

Table 30: Detailed organization structure

Name of the department Position in charge for cells
Technical branch Sr.GM- Electrical
Safety cell Sr.GM-Electrical
Technical Planning & monitoring GM- Electrical
Civil E.E- Civil
ESD, Cuttack G.M- Electrical
Commerce branch CGM
Analysis wing G.M- Electrical
Commerce Energy conservation & audit Sr.GM- Electrical
Grievance & training Sr.GM- Electrical
ABT cell G.M- Electrical
HR Branch Sr.GM- HR
Human Resource Law Branch AGM
Public Relations DM- PR
Finance Branch CFO
Pensions & Fund DGM- Finance
Finance Corporate Affairs Manager- Corporate Affairs
Finance Resource AGM- Finance
Audit Cell DGM-Finance
Project Implementation Cell Sr.GM- Electrical
Construction Divisions Sr.GM- Electrical
PMU (Capex) RAPDRP Sr.GM- Electrical
APDRP GM-Electrical
Vigilance Vigilance Cell Chief Vigilance Officer
Purchase & Store Purchase & Store
IT Cell IT Cell Sr.GM IT

7.2. Employee details
Corporate
Majority of the employees at the corporate office are executive grade staffs in various departments and
respective cells/wings. These employees hold middle to senior management positions across the
organization. There are over 122 executive grade employees at the corporate office with average years in
service being 14 years. The average age of the executive grade employees is over 42 years as on 2015.

Executive
Table 31: Corporate executive grade employees
No. of executive grade employees 122
Average age of employees 42 years
Average years in the organization 14 years
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7.3.

Non-Executive
Table 32: Corporate non-executive grade employees

No. of regular employees 62
No. of contractual employees 9

Average age of employees 39 years
Average years in organization 7 years

Division wise
The total number of executive grade employees at the divisions is 462 with the average age being 37
years. The non-executive staff represent a large portion of workforce at the divisions.

Executive
Table 33: Division wise executive grade employees

No. of executive grade employees 462
Average age of employees 37 years
Average years in organization 10 years

Non-Executive
Table 34: Division wise non-executive grade employees

No. of regular employees 5,19
No. of contractual employees 744
Average age of employees 43 years
Average years in organization 13 years

Human resource policies

Applicable human resource policies

CESCO officers service regulation applicable to CESU

The employee service conditions, rules, regulations, notifications, and various amendments framed by
Odisha State Electricity Board (OSEB), GRIDCO and hence by CESCO is vested with CESU. All the
CESCO “officers’ service regulation related to absorption, transfer, appointment, probation and retirement
hence has been applicable to CESU. In the event of any reorganization of the CESU’s activities and
transfer of the activities to other entities pursuant to the sale, the employees are to be transferred and
absorbed. The terms and conditions of the service applicable to the employees shall not in any way be less
favorable from the existing conditions on the date of the transfer. The transfer and absorption of the
employees shall be given effect to before the new entity employs other persons in the posts/functions
relevant for the employees The appointment authority of employees of executive grade rests with the
Board of Management of CESU. The appointments and promotions to any post in the executive grades
shall be subject to probation for a period of one year. The retirement age for employees is sixty years. Any
officer may at the discretion of the Board can retire from the company’s service after attaining 20 years of
service.
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Indicative List of Litigation

File No.

Case No.

Name
of party

SUPREME COURT CASES

Nature of dispute

Name of the
division

Name of

Advocate

Date of
disposal

Challenging the
order of the

Hon ble High
Court passed in
Law.1-1/2015 CESU Vrs Prinik ~ W.P© No.
1 (61) SLP No. 6869/2015  Steel (P) Ltd. 15866/2007 KED,Khurda R.K. Mehta Pending
Law.1-2/2015  Civil Appeal OERC Vrs CESU  Challenging the
2 (65) No0.1380-1382/2015 & Others order of ATE Headquarter No lawyer Pending
Challenging the
order of the
Smruti Ranjan Hon ble High
Swain & Others Court passed in Disposed of
Law.1-3/2015 Vrs Sudarshan W.P© No. on
3 (73) SLP © N0.15/2015 Nayak & Others 13392/2009 Headquarter R.K. Mehta 4.12.2015
Challenging the
Debasish order of the
Mohapatra & Hon ble High
others Vrs Court passed in Disposed of
Law.l-4/2015 SLP © Sudarshan Nayak ~ W.P© No. on
4 (74) N0.889/2015 & Others 13391/2009 Headquarter R.K. Mehta 4.12.2015
Challenging the
CESU Vrs order of the
Law.1-5/2015 SLP © Dwarika Resorts Honble High
5 (83) No0.11817/2015 Pvt Ltd Court Headquarter R.K. Mehta Pending
T . Bimala Vrs
Cuttack
Municipal
Corporation & 2
Law.l-6/2015 SLP © others Payment of
6 (186) N0.27630/2015 compensation CDD1 ,Cuttack R.K. Mehta Pending
Challenging the
order of the
Law.1-7/2015  Civil Appeal No. GRIDCO Vrs Hon ble High
7 (205) 8037-39/2015 NESCO & Others  Court Headquarter No Lawyer Pending
HIGH COURT CASES
Yudhisthir
Biswal & 56
others Vrs Disposed of
Law.I1- W.P.(C) CEO,CESU & Challenging for on
8 1/2015 (2) N0.23736/2014 others service condition Headquarter No lawyer 19.12.2014
Maa Mangala
Stone Crusher Disposed of
Law.I1- W.P.(C) Vrs CEO,CESU on
9 2/2015 (3) N0.24993/2014 & Others Wrong assessment  KED,Khurda B.K Nayak 8.07.2014
Padma Jani & 2
Law.l1- W.P.(C) others Vrs CMD Bibhudhendra
10 3/2015 (4) No0.14054/2012 ,CESCO & others  Electrocution NED,Nayagarh Dash Pending
Champaka Stone
Products Vrs
Law.l1- W.P.(C) State of Odisha & BCDD No.ll,
11 4/2015(5) No0.15306/2014 Others Closure of unit Bhubaneswar No lawyer Pending
Lingaraj Sahu Vs.
Law.l1- W.P.(C) Ombudsman (1)
12 5/2015(8) N0.236/2015 BBSR & 2 others ~ Wrong assessment  KED,Khurda B.K.Nayak Pending
Satyanarayan Das
Vrs. Reviewing
Authority cum
Law.l1- W.P.(C) Committee of the  Rejecting the Bibhudhendra
13 6/2015 (10) No0.7159/2014 Board & 2 others  review application Headquarter Dash Pending
Dasarath Behera
& another Vrs. Illegal construction
Law.l1- W.P.(C) Secretary ,CDA of the Reliance
14 7/2015 (11) N0.25192/2014 & 7 others Tower CDD1 ,Cuttack D.R Ray Pending
Law.l1- W.P.(C) Gajanan property ~ Demolish the Bibhudhendra Counter
15 8/2015 (12) N0.11249/2012 Developers Vrs Building & KED 1,Kendrapara Dash filed
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File No.

Case No.

Name

of party

State of Odisha &
others

Nature of dispute
disconnection of
power supply.

Name of the
division

Name of
Advocate

Date of
disposal

Rabindranath
Parichha Vrs
Chairperson

Challenging the
order of the

Law.I1- W.P.(C) ,Permanent Lok Permanent Lok
16 9/2015(123 No0.22553/2014 Adalat & 2 others  Adalat,Puri PED,Puri No Lawyer Pending
Hari Bandhu
Barik Vrs
Executive
Engineer KED
Law.l1- W.P.(C) Khurda & 3
17 10/2015(15) N0.25629/2014 others Wrong Assessment  KED, Khurda B.K Nayak Pending
Hena Dei Sethi Disposed of
Law.I1- W.P.(C) vrs CESU & on
18 11/2015(16) No0.21138/2014 others Electrocution JED,Jagatsinghpur B.K Nayak 28.01.2015
Not to give power
Law.I1- W.P.(C) Bharati Das Vrs supply to the BCDD 2,
19 12/2015(17) N0.605/2015 CESU & others appartment Bhubaneswar B.K Nayak Pending
Gangadhar
Law.l1- W.P.(C) Biswal vis CESU  Disposal of the
20 13/2015(18) No0.24385/2014 & others representation Headquarter No lawyer Pending
LOWER COURT CASES
Sarojini Parida &
Law.11I(Pt-A)  Misc. Case no. 11 others Vrs
21 1/2015 (37) 84/2014 CESU & others Money Benefit CED,Cuttack No lawyer Pending
Birakishore
Mohapatra Vrs
Executive
Engineer ,CED,
Law.l11(Pt-A)  C.S No. 231/2015 Cuttack & 2 Disconnection of
22 2/2015 (63) I.A No. 1/2015 others power supply CED, Cuttack J.K Khuntia Pending
Manjubala
Mohanty Vrs
Manager ,CDD 1
Law.111(Pt-A) Cuttack & 2 Not to disconnect
23 3/2015 (77) C.S No. 446/2011 others the power supply CDD1 , Cuttack S.C Dash Pending
Sandip Kumar
Law.111(Pt-A) Choudhury Vrs
24 4/2015 (122) C.S No. 578/2015 CESU & others Disputed in land CDD1 , Cuttack B.K Nayak Pending
End Service Co-
operative Society
Vrs SDO
Mahanga Remove the
Law.111(Pt-A) SED,Salipur & 2 Transformer from
25 5/2015 (163) C.S No. 375/2015 others the suit land SED, Salipur R.N Satapathy Pending
Saraswati Ghadei
Law.111(Pt-A) Vrs CEO CESU Pranakrushna
26 6/2015 (170) C.S No. 17/2014 & 4 others Electrocution AED,Athagarh Dash Pending
Janaki Nayak Vrs
Department
G.R Case No Personnel Ashok
Law.l1I(Pt-A)  127/2008 .G.R Case  Kumar Nayak
27 7/2015 (191) No. 128/2008 Vs CDD1, Cuttack D.R Ray Pending
State Bank of
India Vrs
Law.l1I(Pt-A)  C.S Il No. Prasanna Kumar Recovery of Bank
28 8/2015 (226) 491/2013 Pati & 2 others Loan CDD1, Cuttack D. K Mohanty Pending
Tahasildar Sadar,
Cuttack Vrs
Odisha rajya
Law.111(Pt-A) bidyut Payment of land
29 9/2015 (253) C.S No. 23/2014-15  Board,cuttack. rent CDD2, Cuttack D. K Mohanty Pending
I.LA No.
281/2015(Arising Basanti Behera
Law.l11(Pt-A)  out of C.S No vrs jr. Engineer Not to connect BCDD1,
30 9/2015 (253) 2265/2015) BCDD1 ,BBSR electricity Bhubaneswar S.K Mohanty Pending
Malati Dibya Vrs ~ Not to install
Law.lI(Pt-B)  C.SNo.3283/2015 CEO, CESU & transformer in suit
31 2/2015 (78) I.A No. 379/2015 others land BED, Bhubaneswar No Lawyer Pending
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Name Name of the Name of Date of
File No. Case No. of party Nature of dispute  division Advocate disposal
OERC CASES
Non

implementation of

M/s Saswati order dt 28.101.14
granite Vrs of the GRF Khurda
Law.V- Executive Engg in case no.
32 1/2015(1) Case no 79/2014 ,KED Khurda 195/2014 KED, Khurda No Lawyer Pending
M/s Essel BBSR
MSW Ltd Vrs
Law.V- GRIDCO & Tariff for sale of Disposed of
33 2/2015(64) Case no 82/2014 others power Headquarter No Lawyer on 29.01.16
Approval for
Law.V- GRDICO Vrs power purchase Disposed of
34 3/2015(93) Case no 12/2002 OPTCL agreement Headquarter No Lawyer on 27.04.15
Ananda Ku
Law.V- Mohapatra Vrs
35 4/2015(100) Case no .../2015 Govt . of Odisha Review of RST Headquarter No Lawyer Pending
M/s Hotel
Heaven Inn &
Law.V- Restaurant Vrs Dismissed
36 5/2015(117) Case no 20/2015 CDD 2 Cuttack Wrong Assessment  CDD2 Cuttack S.C Dash on 14.10.15
CC PP of Odisha
Law.V- Vrs CESU &
37 6/2015(119) Case no .../2015 Others Sale of power Headquarter No Lawyer Pending
Case no DOE ,Govt. of
10/2015(RST Odisha Vrs
Law.V- 69,70,71 & 77 WESCO & Rejected on
38 7/2015(123) /2014) Others RST Headquarter No Lawyer 21.3.16
M/s OPTCL Vrs
Law.V- WESCO & Long Term
39 8/2015(180) Case no 32/2015 Others Demand Forecast Headquarter No Lawyer Pending
OPTCL Vrs Application for
Law .V- WESCO & approval of Odisha Disposed of
40 9/2015 (212) Case no 38/2015 Others share Headquarter No Lawyer on5.11.15
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Financials

9.1. Basis of preparation of accounts?
The financial statements are prepared under the historical cost convention and in accordance with the
applicable Accounting Standards issued by the Institute of Chartered Accountants of India (ICAl). Since
the Electricity Act 2003 governs the operations of the Utility, the provisions of the said Act have prevailed
in preparing the financial statements. A summary of important accounting policies are:

Fixed assets

Fixed assets are stated at cost of acquisition inclusive of inward freight, duties, taxes, incidental expenses
related to acquisition and appropriate borrowing cost and employee cost. In accordance with the
requirements of Electricity Laws of service lines as well as grants and subsidies received towards capital
assets are shown at their gross value less depreciation for the period with a corresponding value of grant
being shown under reserves & surplus.

Depreciation

As per the provisions of the Electricity Act 2003, depreciation is provided up to 90% of the costs of the
assets in straight line method. The Utility, CESU has re-determined the life of the plant and machinery
relating to the distribution of system/network as per guidelines of Central Electricity Regulatory
Commission (CERC) and accordingly charged depreciation in the accounts of the Utility. In accordance
with the provision of Electricity Act 2003, depreciation has been provided only on the value of assets in
existence at the beginning of the year and no depreciation has been provided on additions and retirements
during the year. Depreciation has been shown after reducing the portion of the depreciation on assets
created out of service line contribution from consumers, grants and subsidies received.

Inventories

Inventories are valued at weighted average cost. Cost comprises of expenditure incurred in the normal
course of business in bringing such inventories to their location. Necessary provisions have been made for
loss of materials on the basis of reports received from field units.

Retirement benefits

Accounting treatment for terminal benefits has been given considering the valuation made from Actuary
as on date given considering the valuation made by Actuary as on the date of the Balance Sheet in
conformity with AS-15 (Revised) issued by ICAI in respect of Pension & Gratuity.

Revenue from sale of power

The retail tariff is determined by the OERC through the tariff setting process. Revenue from sale of power
is accounted for on the basis of billing to consumers for energy supplied during the year. All consumers
are billed on basis of recording of consumption of energy by installed meters, or where meters are
stopped/faulty/not installed, the bills raised on consumers for such period on the basis of average
consumption.

Other income
Other income consisting of rebate on power purchase, income from interest on term deposit, over drawal
penalties, metal rentals etc. are accounted for as per the terms of contract.

2 Audited statement of accounts FY2014-15
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Borrowing costs

CESU capitalizes the interest & other costs incurred by it in connection with the funds borrowed for the
acquisition of fixed assets in compliance with AS-16 issued by ICAI. Where specific borrowings are
identified to a fixed asset, it uses the interest applicable to that specific borrowing for the purpose of
capitalization. Capitalization of borrowing costs ceases when asset is completed & put to use.

Liability for power purchase from GRIDCO is accounted for based on monthly BSP bills and year end
adjustment received from GRIDCO after adjusting the payments made in this respect and rebate availed
on the basis of the payments made.

Interest on security deposits of consumers has been accounted for on accrual basis in terms of guidelines
provided by OERC (conditions of supply) code- 2004.

9.2. Profit & loss account
Profit & Loss Account of CESU (INR Cr)

FY 2012 | FY 2013 | FY 2014

Particulars FY 2015

Revenue from Sale of Power

2,061.34

2,383.31

2,702.67

2,711.73

Other Income

94.10

115.74

212.29

217.83

Total Revenue
EXPENDITURE

2,155.44

2,499.05

2,914.96

2,929.57

Purchase of Power 1,761.69 | 2,115.54 2,266.48 | 2,409.21
O&M Expenses 66.64 80.21 118.45 97.00
Employee benefits 363.38 375.95 353.30 | 354.07
Depreciation & Amortization 363.38 55.83 61.28 44.69
Interest & Finance Cost 91.87 102.72 116.72 131.05
Other Expenses & Provisions 73.10 85.02 197.51 48.14

Total Expenses
Net Profit/(Net Loss) After Tax

9.3. Balance sheet
~ Balance Sheetof CESU (INRCr)

2,412.56
(257.13)

2,815.29
| (316.22)

3,113.76
| (198.80)

3,084.18
(154.60)

Particulars FY 2012 FY 2013 FY 2014 | FY 2015
Liabilities
Net Worth (1,040.03) | (1,283.26) | (1,326.18) | (1,320.06)
Long Term Borrowings 1,365.97 | 1,528.30 | 1,765.95| 1,997.97
Other Non-Current Liabilities 097.28 | 1,24258 | 1,424.90 | 1,562.00
Trade Payables 1,025.16 [ 1,163.99 | 1,161.91 | 1,086.30
Short Term Borrowings 66.47 139.48 183.01 1,64.75
Other Current Liabilities 181.34 257.25 341.53 383.36

Total Liabilities 2,596.19 3,048.34 3,551.12 3,874.24
Assets

Fixed Assets 440.65 504.06 643.99 983.30
Non-Current Investments 255.03 0.05 0.05 0.05
Other Non-Current Assets 286.79 337.15 380.39 405.5
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Balance Sheet of CESU (INR Cr)

Particulars FY 2012 FY 2013 FY 2014 FY 2015
Inventory 55.60 118.67 251.71 246.12
Trade Receivables 1,501.31 1,712.19 1,738.81 1,667.70
Cash and Bank Balance 4427 364.78 523.45 559.74
Other Current Assets 12.54 11.42 12.71 11.75

Total Assets 2,596.19 3,048.32 3,551.11 3,874.24
9.4. Cash flow statement
Cash Flow Statement of CESU

Amount INR in Crores
FY 2012 FY 2013 FY 2014 FY 2015
Cash Flow from Operating Activities (12.47) | (138.09) (53.88) 36.86
Cash Flow from Investment Activities (109.60) | (190.17) | (246.57) | (397.00)
Cash Flow from Financing Activities 197.40 377.89 459.13 396.48
Net Change in Cash & Cash Equivalents 75.33 49.63 158.68 36.29

Particulars
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Proposed Investment Structure

10.1. Sale of CESU
Overview of transaction structure

A Y
i’ \
1 Phase I- | Phase I1-
1 Restructuring of : Sale to bidder post competitive
: CESU I selection process
: Holdi : I Entity to be formed as wholly I
— oding owned subsidiary of 1
1 COERLY 1 : GRIDCO to hold past 1
! b liabilities 1
I I B o e o - ol
CESU — 1 |
1 D o o o o o o o . e e e e e
I - 1 7
1 1 j Entity to be formedas |
1 Operating 1 wholly owned | Sale to selected :
—> . .
: Company I : subsidiary of GRIDCO | 1 bidder/investor :
1 A 1 | IS —— ! a1
1 |
\ 1
\ /

LS E—
Divestment proceeds

The Odisha Electricity Regulatory Commission (OERC) has decided for sale of CESU in accordance with
the provisions of the Electricity Act 2003. As CESU is operating currently as a Scheme under Section 22
of the Electricity Act 2003, a new company would further be incorporated as a wholly owned subsidiary
of GRIDCO Ltd under the provisions of Companies Act 2013 before the bidding date to effectuate the
transaction process. The Utility and employees would be transferred to the newly formed company. The
sale would envisage transfer of shares of the company at a mutually agreed price in favor of prospective
investor. The newly formed company shall be deemed to be the licensee for distribution of electricity in
the designated Central Zone in Odisha, under Section 21 (b) of the Electricity Act 2003.After the
transaction, the new investorwould continue to own the license for distribution of electricity in the
designated Central Zone in Odisha.

The transaction model considers the provisions of Section 21 (a) of the Electricity Act 2003; the utility
shall vest in the purchaser or the intending purchaser, as the case may be, free from any debt, mortgage or
similar obligation of the license. The prospective investor shall be able to operate without any past
outstanding liabilities as defined under the provisions of Section 21 (a) of Electricity Act 2003.

In pursuance of the transaction model, the prospective investor shall become the owner of network assets
of CESU and would also be responsible for service of all the current and future employees of the entity.
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Transaction process

Phase-I: Incorporation of Legal Entities to facilitate proposed transaction framework leading to sale
of CESU; restructuring of CESU

The current transaction model considers the provisions of Electricity Act 2003. The primary consideration
with respective to sale of utility under the provisions of Electricity Act 2003:

0 Section 21 (a) lays down that, “utility shall vest in the purchaser or the intending purchaser, as
the case may be, free from any debt, mortgage or similar obligation of the license or attaching
the utility™.

In compliance with the relevant provisions of Electricity Act 2003, the current transaction model
envisages incorporation of two legal entities under the provisions of Companies Act 2013; one entity to
hold all past liabilities of CESU and the other entity to hold the assets, employees, license and other
service contracts for operation of the utility in the designated Central Zone in Odisha. The two legal
entities, namely the Holding Company and the Operating Company would be incorporated as 100%
subsidiary of GRIDCO Ltd before the proposed transaction date. A proposed opening balance sheet for
both the Holding Company and Operating Company has been prepared in consideration of the current
transaction model. Both Companies would be incorporated before the transaction date as per the order of
OERC.

Phase-11: Divestment of majority equity in favour of the investor (selected bidder)
0 As per Section 20 (2) of the Electricity Act*“the purchaser shall pay to the licensee the purchase
price of the utility in such manner as may agreed upon”
The transaction model considers the provisions with respect to effective sale of the utility to an interested
investor/bidder. Based on competitive selection process, the Utility would be sold to the interested
investor/bidder at a mutually agreed price. .
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Key investment considerations

Monopoly market structure

CESU has exclusive rights to electricity distribution in the Central Zone in Odisha. The prospective
investor would have the sole license to distribution in the Central Zone after transfer of the ownership.
Under the market structure, the private investor would operate as regional monopoly with exclusive
distribution license being granted by OERC. The investor hence would have rights to operate its business
in five circles and twenty divisions, many of these divisions have high consumer density in terms of
connection and quantum of consumption. The total number of LT consumers is close to 2 Million and the
number of HT consumers is over 1,700 as of 2014-15. The number of consumers has been witnessing a
healthy CAGR of over 8% since 2012-13 and is expected to continue with the momentum.

Free of past liabilities

The transaction arrangement duly considers the Provisions of Section 21 (a) of Electricity Act 2003 with
regards to treatment of past outstanding debt, mortgage and similar obligation. The prospective investor
shall be able to operate the utility free from any past outstanding liabilities as defined under the provisions
of Section 21 (a) of Electricity Act 2003.

Government schemes

The Government of Odisha (GoO) schemes implemented for supporting the network upgradation
requirements of distribution companies shall continue even after completion of sale process. The various
benefits accruing to CESU under these schemes shall continue and would benefit the new investor after it
takes over the utility. Considering the amount of funds transferred through various schemes, the new
investor would be able to get significant benefits in meeting its network upgradation/addition plans. These
would support the new utility to meet loss reduction trajectory.

Multi-year tariff framework

OERC has a well-established Multi Year Tariff (MYT) mechanism in place through an order and
Regulations, 2014 for determination of wheeling tariff and retail supply tariff. The order and the
Regulation, 2014 present uniformity and certainty to the MYT process. The MYT framework extends till
the year 2019 giving the investor/bidder certainty, in addition to the MYT framework the OERC
Regulation, 2014 also extends to segregation methodology of wheeling business and retail supply
business. It is noteworthy to mention that OERC has been consistent year on year in approval of the
Aggregate Revenue Requirement (ARR) and determination of the retail supply tariff for the Distribution
utilities, well before the commencement of the tariff period. The Commission has taken consistent steps
over the years in ensuring that the retail supply tariff determined reflects the cost structure of the utilities,
thereby enabling the utility to operate in a viable and sustainable manner.

Availability of benefit of EHT consumers

There are 26 EHT customers who are directly connected to the network of state transmission utility and
get serviced by them, CESU only looks after billing and collection of EHT customers. They constitute
28% of the total billed units and hence it adds as cushion for the extra effort made in LT sector.

Distribution franchisee

CESU has granted exclusive franchise rights to three entities, these entities are responsible for carrying the
business under their designated franchisee area. These franchisees operate in a input based franchise
model with incremental revenue sharing. The franchisees under this model are responsible for relevant
capital expenditure and operating expenditure as specified under the terms of the agreement. The
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franchisee business is operating mostly in rural and semi-urban areas (high loss percentage), therefore the
prospective bidder would have the option to continue or terminate the agreement.
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Proposed opening balance sheet

12.1. Proposed provisional opening balance sheet

Balance Sheet as on 31 March 2015 Segregation of Opening Balances
Holding Operating
Rs. Crores CESU Company Company
ASSETS
Gross Fixed Assets 1,688.74 1,688.74
less: Depreciation (1,011.99) (1,011.99)
CWIP 306.00 306.00
Non-Current Investments - OCEDCL 0.05 0.05 -
Long Term loans & advances 0.93 0.93 -
Other Non-Current Assets - -
Cash pending investigation 0.04 0.04 -
Recovery from employees 2.66 2.66 -
Franchisee Receivables 74.14 74.14 -
Receivable from Discoms for materials 5.77 577 -
Other Receivables 36.54 36.54 -
Receivable from GRIDCO 267.88 267.88 -
Income accrued and due 17.55 17.55 -
Inventory 246.12 246.12
Trade Receivables -
Supply of Electricity 1,545.75 1,545.75 -
Electricity Duty 121.95 121.95 -
Cash & Bank Balance -
Cash & Cash Equivalent 25.52 25.52
Current Account 51.47 51.47 -
Fixed Deposit 482.49 482.49
Remittances in Transit 0.24 0.24
Short Term Loans & Advances 5.00 5.00 -

Other Current Assets -

Advances to suppliers 6.48 6.48 -
Prepaid expenses 0.27 0.27 -
TOTAL ASSETS 3,873.59 2,136.47 1,737.12
TOTAL
LIABILITIES
Capital Funds 72.72 2.73 69.83
Reserves & Surplus -
Reserves for Contingencies 1.96 1.96 -
Consumer contribution under ESA 776.54 776.54
Grants received for capital assets 35.09 35.09
Staff Welfare Fund 0.04 0.04
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Material Cost Variance Reserve 5.02 5.02 -
P&L Account (2,212.00)  (2,212.00) -
Long Term Borrowings -
APDRP Loan 129.98 129.98 -
IBRD (World Bank) 928.18 928.18 -
GRIDCO 428.66 428.66 -
CAPEX Loan 248.81 248.81 -
Working Capital Loan from GRIDCO 174.00 174.00 -
Other Long Term Liabilities -
Security Deposit from Consumers 536.60 536.60
Deposit from Suppliers/Contractors 22.03 22.03
Deposit for Electrification, SC etc. 249.82 249.82
Long Term Provisions 753.54 753.54

Secured Loans -

PFC Loan 9.11 9.11 -
RADRP Loan 79.21 79.21 -
Secured Overdraft 164.75 164.75 -
Trade Payables 1,086.63 1,086.63 -
Other Current Liabilities -
Sundry Creditors 47.22 - 47.22
Other Liabilities 2.89 2.89 -
ED Payable (subject to realisation) 127.51 127.51 -
ED Payable 6.74 6.74 -
Int. payable on Security Deposit 29.30 29.30 -
Short Term Provisions -
Staff Related Liabilities 66.29 66.29 -
Liability for Expenses 83.12 83.12 -
Payable to Franchisees 20.01 20.01 -

TOTAL

LIABILITIES 3,873.76 2,136.47 1,737.12

Basis for preparation

BASIS FOR PREPARATION OF OPENING BALANCE SHEETS (OBS)

Operational SPV:

e The Operating Company would be incorporated under the Companies Act 2013, as a 100% subsidiary of
GRIDCO Ltd., until the divestment of its equity in favour of the intending purchaser, to be selected pursuant
to the current bidding process.

e The Operating Company shall be capitalised with the assets of CESU and a new distribution license be
granted to the Company in order to continue its operations as the distribution licensee for the central zone.

1. Gross Fixed ¢ Since the new purchaser is expected to continue as the distribution licensee, all the fixed
Assets & Capital assets along with the WIP, have been proposed to be allocated to the Operating Company, to
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Work in
Progress

be able to operate its business of electricity distribution in the licensed area.

The current Fixed Assets do not take into account the fixed assets created under the RGGVY
and other assets currently owned by the State Government but being used by CESU in its
licensed business.

2. Free from all
past liabilities as
per Sec 21 (a) of
the E Act.

The OBS of the Operating Company has been proposed, keeping in consideration the
provisions of Electricity Act 2003.

According to Section 21 (a) of the E Act, (a) the utility shall vest in the purchaser or the
intending purchaser, as the case may be, free from any debt, mortgage or similar obligation
of the licensee.

The OBS of the Operating Company would be free from any outstanding long term
borrowings, including the

- APDRP Loan

- IBRD (World Bank)

- GRIDCO

- Capex Loan

- Working Capital Loan from GRIDCO

Secured loans, which includes PFC Loan & RADRP Loans and Secured Overdraft, have
also been proposed to be retained in the Holding Company, as they pertain to the previous
period of operations.

3. Capital Funds
and Reserves &
Surplus

The Operating Company would be incorporated as subsidiary of GRIDCO Ltd., with 100%
ownership, until the proposed divestment of a majority stake in favour of the intending
purchaser (selected pursuant to a competitive bidding process) on a future date.

A minimum share capital (as per the provisions of the Companies Act) of INR 5 lakhs has
been assumed to be allocated to the Holding Company. The Operational Company is
expected to be allocated the balance share capital (viz., INR 72.67 Crores);

In order to provide a matching contribution to the long term assets, requisite capital funds
(viz., equity) has been provided as a balancing amount.

Reserves & Surplus relating to consumer contribution / grants received for capital creation
have been proposed to be passed to the Operational SPV.

4. Other long
term liabilities

Other long term liabilities recognized in the OBS includes:
- Security deposit from consumers
- Deposit from Suppliers/Contractors
- Deposit for electrification

These relate to the consumers to be serviced by the Operational Co and hence have been
proposed to be allocated to the Operational SPV

5. Short term
provisions

Have been proposed to be allocated to the Holding Company since these relate to past
operations.

6. Cash & bank

Cash & bank balance and inventory have been proposed to be transferred to the Operating

balance and SPV since these would be used in the licensed operations by the new licensee.
Inventory o However, only approx. 80% of the total fixed deposits are proposed to be transferred to the
Operational SPV in line with the concept of matching assets and liabilities.
Holding SPV:

1. Holding of long
term liabilities

The Holding company is proposed to hold all the past long term borrowings and secured
loans of CESU
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. Trade payables e In recognition of proper matching of current assets with current liabilities, the Holding
and Trade Company shall hold the trade payables and the trade receivables of CESU in its books. Trade
receivables payables are purchase obligations, which would be set off against trade receivables.

o However, collectible current arrears, based on the completion of the independent receivables
audit, can be considered to be transferred to the Operational SPV.

Current Assets e The entire balance has been proposed to be retained by the Holding Co to set off the past
liabilities retained by it.

. Accumulated ¢ The Holding company shall hold the entire past accumulated losses in its books
losses
. Long term ¢ The Holding Company shall hold the long term provisions of CESU and other non-current
provisions and assets not proposed to be passed on to the Operational Company
non-current
assets

Transitional mechanism

Trade Payables is recognized in the Holding Co. Similarly, all matching trade receivables would also need
to be transferred to the Holding Co., to balance the payables. As the Operating Company would have the
distribution license and would be responsible for carrying on the business post take over and would
service the same consumers, trade receivables would be collected bit. It may have to be treated separately
in a separate agreement in order to ensure that the new purchaser would make efforts to collect these past
receivables and liquidate them, given adequately incentivise.
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