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POWER PURCHASE AGREEMENT
FOR SHORT GESTATION GAS BASED EXTENSION POWER PROJECT

This Power Purchase Agreement (this “Agreement”) entered into on this 18™ June,
2003 between Transmission Corporation of Andhra Pradesh Ltd., a Company established
by Government of Andhra Pradesh as envisaged under section 13 of Andhra Pradesh
Electricity Reform Act 1998 (Act No. 30 of 1998) with the principal object of engaging in
the business of procurement, transmission, distribution and supply of electricity and to be
governed by Andhra Pradesh Electricity Reform (Transfer Scheme) Rules 1999 and having
its office at Vidyut Soudha, Hyderabad — 500 082 (hercinafter referred to as the
“APTRANSCO” which expression shall unless repugnant to the context or meaning
thereof include its successors and assigns) as Party of the first part and M/s. GVK
industries Limited, a company incorporated under the Indian Companies Act, 1956 and
having its registered office at Paigah House, 156-159, Sardar Patel Road, Secunderabad —
500 003, Andhra Pradesh, India (hereinafter referred to as the “Company”, which
expression shall, unless repugnant to the context or meaning thereof, include its successors

" and assigns) as Party of the second part;

2. WHEREAS, Govt. of Andhra Pradesh in letter dated 14.2.92 permitied M/s. GVK
Industries Ltd., o set up a 400 MW Gas based power project at Jegurupadu, E.G.Dist.,
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A.P. based on 1.5 MCMD of Natural Gas originally allolted to the then APSEB by
Ministry of Petroleum and Natural Gas. However, this Ministry subsequentiy, reduced the
allotment to 0.75 MCMD on 9.10.92. In the said letter, the Ministry of Petroleum and

~ Natural Gas have also approved transfer of Gas allocation to an extent of 0.75 MCMD in

favour of M/s. GVK Industries Ltd., Hyderabad. In view of the changes in the allocation
of Gas M/s. GVK Industries Ltd., Hyderabad have decided to implement the 400 MW
Project in two phases;

3 WHEREAS the Company had accepted the proposal of the erstwhile APSE Board
and GOAP to set up the said power station with a gross capacity of 216 MW under Phase-1
with the allocated gas of 0.75 MCMD for operation of two Combustion Turbines and with
third Combustion Turbine operating on Gas and Supplementary Fuel;

4. WHEREAS, M/s. GVK Industries Ltd., have approached Central Electricity
Authority in letter dated GIL-2/AGM/CEA/2430, dated 26.3.96 with the proposal for
setting up of 235 MW CC Power Project with Naphtha as Phase-1I[ and CEA in letter dated
31.3.96 issued the In-principle Clearance;

5. WHEREAS, M/s. GVK Industries Ltd., submitted a DPR on 24.12.97 for 240 MW
Phase-II Project with one combustion Turbine and 1 Steam Turbine with Naphtha as fuel
with capability to operate with Natural Gas; ‘

6. WHEREAS, the GOAP accepted the proposal in Lr.No.3504/Pr.l/1/96, dated
22.5.98 for expansion under Phase-II with 240 MW subject to the conditions that (i) the
PPA of Phase-I of the Project would not be applicable to Phase-II Project and (it) the
Power Project Agreement would be generally in line with PPA’s entered into with for
Short Gestation Power Projects keeping in view the tanff fixed for the Short Gestation
Project selected in Competitive Bidding. Whereas on receipt of GOAP decision on
15.9.98: APSEB informed the Company on 23.9.98 that the Company’s proposal to set up
240 MW under Phase-II has been enhanced to 360 MW so as to maintain the tariff and
other conditions applied to SGPP’s selected under ICB subject to condition that the fuel
allocation shall be the sole responsibility of Company;

7. WHEREAS on receipt of decisions of GOAP, the erstwhile APSEB on 23.998 .
offered to M/s. GVK to set up a capacity of 360 MW Gas based Project with the terms and
conditions of M/s. Gautami Power Ltd., Short Gestation Project;

3. WHEREAS, MOP & NG vide their letter No.L-12011/7/98/GP- (Pt), dated 8.7.99
allocated 1.1 MCMD of Natural Gas for the expansion Project to M/s. GVK Industries
Ltd.;

9. WHEREAS, M/s. GVK Industries Ltd., in letter No.GVK/DS/2000/166 dated
10.4.2000 have conveyed their acceptance to the tariff and other terms and conditions of
M/s Gautami Power Project with 1 paisa reduction in OFC;
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10.  WHEREAS, M/s. GVK Industrics Ltd. agreed to the ariff and other terms and
conditions of M/s. Gautami Power Project. The GOAP agreed to recommend for the
Phase-iI project of 359 MW subject to reduction of 3 paise from the Fixed Charge Tarifl
(OFC) of Gautami Power Ltd., for the shared infrastructure facilities and acceptance of the
provisions of PPA of Short Gestation Power Projects in particular of Gautami Power Lid.:

11.  WHEREAS on acceptance of the tenns and conditions by M/s. GVK Industrics
Limited vide their letter No. GVK/DS/2000/180 dated 23.5.2000 and the Government of
Andhra Pradesh vide D.0O.Lr.No.3591/Pr.1/1/96 dated 27.5.2000 recommended to the
Ministry of Petroleum & Natural Gas, Government of India for allotment of balance Gas
for the 359 MW Extension Project;

12. WHEREAS the MOP & NG stated that all the available Gas has been allocated and
increasing gas alfocation to the’ Projects will be possible only when the availability in the
KG basin increases vide D.0.Lr.No.L-12011/1499-GP/F-2688, dated 1.9.2000;

13.  WHEREAS the Govt. of A.P. requested the Company to restrict their new plant of
359 MW c capacity according to the Gas allocated or to execute the Extension Proiect in two
stages. Stage-I with allocated gas and Stage-II after getting additional gas;

14, WHEREAS M/s. GVK Industries Ltd, opted vide their letter No.
GVK/DS/2000/218 dated 3.11.2000 to implement this new Project with a capacity of 440
MW in two stages. Stage-1 of 220 MW with the allocated gas of 1.1 MCMD and Stage-II
0f 220 MW after getting balance gas allocation;

15. WHEREAS the GOAP permitied M/s. GVK Industries Ltd., vide letter No.
3504/Pr.I/1/96 dated 15.12.2000 to implement the Extension Project in two stages with 220
MW in stage-I and an equal capacity of 220 MW in Stage-II (with total capacity of 440
MW). Whereas it has been agreed to define the Stage-1 as “Project” with the capacity of
220 MW

16.  WHEREAS the Company has agreed to proceed with Stage-II of Extension Project
after permission is given by APTRANSCO/GOAP only after the Company gets the
required gas allocation to operate the Stage-Il of Extension Project at 100% PLF. The
implementation schedule of Stage-I1 of the Extension Project shall be only after approva!
by GOAP and APTRANSCO with reference to load requirements and evacuation facilities;

17. WHEREAS, both the Parties mutually agree that this Power Purchase Agreement is

-applicable to the second 220 MW of the Extension Project with the following

modifications:

(1) Substitute 60.9¢ million Energy Units in place of 96.30 million Energy Units of
Committed Incentive Energy (Article 3.2(A)), wherever the same is appearing.

(ii) Revise the Capital Cost of the project under Article 1.1.11 to reflect the actual cost
of stage 1.
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18.  Draft PPA initialed on 30" November 2001 was sent to APERC for consent under
scction 21(4) of APER Act, 1998 on 5.12.2001. APERC conducted public hearing on
19.12.2002. APTRANSCO submitted its remarks on the objections raised during the
public hearing. APERC issued consent to the PPA vide its order dated 12.4.2003 for a
capacity of 220 MW under stage-I of extension Project. :

19.  WHEREAS, the Company proposes to develop, finance, construct, compicte, own
and operate the Extension Project in two stages and agrees to sell the capacity and energy
generated by the Project to the APTRANSCO, and the APTRANSCO agrees to purchase
such capacity and energy in accordance with the terms and conditions of this Agreement;

20. WHEREAS, it has been agreed that the Project would be executed by the Company
with reasonable expedition and economy subject to all Indian laws, rules, regulations and
orders having the force of law;

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

I[N WITNESS whereof this Power Purchase Agreement for 220 MW GVK
extension project is executed by the parties hereto on the 18" day of June, 2003 herein
above written through the hands of in presence of

For and on behalf of
TRANSMISSION CORPORATION OF ANDHRA PRADESH LIMITED

egarclhi 0 ¢ 2003

WITNESS

P. M. K GANDH!
\9_2_;/_/&—’7 \%\L jos Director [Commercial & Co.-:finatica)
.V w)GU"a’ﬂ«O N APTRANSEN, Vg Soidha,
\jw Cfg/ﬂ% HY it \H‘:)--_"..,..-nh'_’.
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For and on behalf of
M/s GVK INDUSTRIES LIMITED
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WITNESS ; V. RAMA RAD

Director (Technical)
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3)

4)

3)

6)
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8)

9)

ARTICLE 1
DEFINITIONS

Definitions: For the purposes of this Agreement.

Ambient Reference Conditions: means the site reference conditions established

pursuant to paragraph 2.2 (in the case of combined cycle operation) of Schedule F
for determination of Installed Capacity.

Authority: means the Central Electricity Authority referred to in Article 3 of the

Indian Electricity (Supply) Act, 1948 or any governmental successor entity
entrusted with its functions and capacities.

Availability Declaration: has the meaning ascribed to in Schedule-D.

Auxiliary Consumption: Auxiliary Consumption shall be (i) 1 {one)% for open
cycle operations up to Scheduled Date of Completion of the last Unit or the Project
COD, whichever is earlier and (if) 3(three)% for combined cycle operations aftér
Scheduled Date of Completion of the last Unit or the Project COD, whichever is

earlier, Provided that the figures given above shall be increased by 0.5% during the
Stabilization Period.

Billing Date: means the fifth day after the last day of each Billing Month.

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

APTRANSCO Default: has the meaning ascribed to it in Article 9.1.

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

Calorific Value (Gross) or GCV of Fuel: means, for the purpose of calculating
the Energy Charge for each Billing Month, the weighted average gross calorific
content of one designated unit of Fuel, consumed, as recorded, determined in each
case for the relevant period on the basis of such sampling methods, frequency and

tests as are internationally accepted and may be mutually agreed upon between the
Parties on or before the date of Financial Closing,
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Explanation: Natural Gas is the primary fucl and the calorific value as mentioned
by Gas Authority of India Limited (GAIL) against the quantum of gas supplies
during the specificd periods in the invoices.

The Company has stated that GAIL has provided online chromatograph at their
existing project for obtaining the hourly calorific values on a continuous basis. The
hourly average during a month of the calorific values are being taken for the
purpose of billing. Hence, the joint sampling of APTRANSCO and developer every
10 days may not be required. The calibration of the online chromatograph can
however be witnessed by APTRANSCO and the developer periodically,

10)  Capacity Charge: shall have the meaning ascribed to it in Article 3.2 hereof.

11} Capital Cost: means the total expenses required for developing, financing,

designing, manufacturing, delivering and erecting the Project, projected as
Rs.760 Crores.

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

12)  Cause: in relation to the failure to issue, or renew or the revocation or amendment
of any Permit means any fact or circumstance, which legally entitles the issuing
Government Agency, or the APTRANSCO, as the case may be, to withhold
issuance of, revoke or amend such Permit due to any failure of the Company or any
of the lenders, investors or Contractors (in whose name the Permit has been oris to
be issued) to make timely application for, or to abide by any terms and conditions

of any Permits that were in effect on the date of this Agreement or such later date
of issuance of such Permit.

13)  Commercial Operation Date or COD of the Project: means, with respect to the
Project, the last Generating Unit of the Project the date on which such Generating
Unit 1s declared by the Company to be operational; provided that the Company
shall not declare the Project to be operational until the Project has completed its
performance acceptance test in accordance with Schedule F (Test Procedures).

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

of Fuel, and (ii) in the case of the APTRANSCO, any contractors and suppliers to
the APTRANSCO. A

-

15)-  Cumulative Available Energy.: has the meaning ascribed thereto in Schedule D,
16)  Current Rate of Exchange: means, the applicable TT selling rate(s) as published

by the State Bank of India at 12:00 hours on the Metering Date or if the Metering
Date is not a Business Day, then the applicable rate as published by the State Bank

pat B
8
/‘{*" 7 TAMA RAO

Xuinlll
P, M. 1 4 .G'“‘:ﬂ"' Liationd - rezlor (Technical)
glrenict (GaRTE ':m}-.b.- ) W, 57K Industries kid,




17)
18)

19)

20)

21)
22)

23)

25)

26)

of India at 12:00 hours on the Business Day immediately following the Metering
Date. Provided that if such rate is no longer quoted or if both Parties agree to
change such rate, the Parties shall agree to a reasonable alternative reference rate
that reflects the rate at which the relevant foreign currency could be purchased with
Indian rupees at such time,

Curreni Rate of Exchange (Actual): means, the applicable TT selling rate(s) as
published by the State Bank of India (or such other reference rate as may be agreed
pursuant to paragraph 16 above) at 12:00 hours on the date of payment of the
monthly bills / supplementary bills by the APTRANSCO.

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

Due Date of Payment: means, with respect to any monthly tariff bill, the date on
which the amount of such monthly tariff bill becomes due for payment, which date
(A) 1n the case of any monthly tariff bill for any Billing Month, shall be the later of
thirty (30) days from the Metering Date or twenty five (25) days from the date of
its presentation to the designated officer of the APTRANSCO,; and (B) in the case
of any supplementary bill, shall, subject to Article 5.5, be thirty (30) days from the
date of its presentation to the designated officer of the APTRANSCO.

Emergency: means a condition of or affecting the APTRANSCO electrical system
which threatens the safe and reliable operation of such system or which is likely to
result in disruption of safe, adequate and continuous electric service by the
APTRANSCO or to endanger life or property, which condition is materially
adversely affected by the continued delivery of energy from the Project.

Energy Charge: shall have the meaning ascribed to it in Article 3.3 hereof.
Energy Unit: means one Kijo Watt Hour (kWh) of electrical energy.

Financial Closing: means the signing of the Financing Documents and their
approval by the Authority, the GOI and/or the GOAP, to the extent required by
Law, and the fulfillment or waiver of all conditions precedent to the initial
availability of funds there under and the receipt of commitments for such equity as
required by the Company in order to satisfy the requirements of the lenders.

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

Force Majeure: has the meaning ascribed to it in Article 10.1.

Foreign Debt: means any debt that shall be denominated by any lender to the
Company in currencies other than Indian rupees under the Financing Documents.
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27)  Fuel: means Nawral Gas, that is intended (0 be used as primary fuel, by one or
more units of the Project 1o generate power from the Project or in case of

unavailability of primary fuel, Naphtha or Low Sulphur heavy stock and the like as
Altemate Fuel.

a) [Intentionally left blank)

28)  Fuel Supply Agreement: means the agreement entered into between the Company

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

29)  GOAP: means the Government of Andhra Pradesh and ts successors.

30)  GOI: means the Government of India and its successors.

31)  Generating Unit or Unit: means one gas or steam turbine generator and the
equipment and facilities ancillary thereto.

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

33)  Grid System: means the interconnected electrical transmission and distribution
system of the state of Andhra Pradesh including the Inter Connection Facility and

all other transmission lines and other equipment in the state of Andhra Pradesh on
the APTRANSCO’s side of the Inter Connection Point.

34)  Initial Tariff Year: means the period from the COD of the Project to the 31%
March of the next year.

35)  Installed Capacity: means the maximum clectrical generating capacity of the
Project, in megawatts ("MW") as measured at the generator terminals, determined

from time to time pursuant to the tests given in Schedule F, subject to adjustments
for the Ambient Reference Conditions. '

Explanation 1: Where the output of the Project, in final tests to be specified by the
APTRANSCO is higher than the output initially guaranteed by the
manufacturer/supplier thereof, the output initially guaranteed by the
manufacturer/supplier will be the Installed Capacity thereof, as from the date of
such final tests. However, where the output of the Project, in final tests to be
specified by the APTRANSCO is lower than the output initially guaranteed by the

manufacturer/supplier thereof, that lower output alone will be the Installed
Capacity thereof.
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36)

37)

38)

39)

40)

41)

42)

43)

44)

Explanation 2: The Project Capacity shall not exceed 220 MW and for Instalied
Capacity as determined as per Explanation 1 above,  tolerance limit of minus 5%
is permitted, only after final Performance Acceptance Test for Combined Cycle
Project conducted in accordance with Schedule F.

Inter Connection Facility: means all the facilities to be installed by or for the
APTRANSCO on the APTRANSCO's side of the Inter Connection Point (o enable

the APTRANSCO to receive and utilize power from the Project in accordance with
this Agreement.

Inter Connection Point: means the point or points where the Project connects to

the 400 KV transmission line of the Grid System of the APTRANSCO in the
Project switchyard.

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

Metering Date: means (A) the midday of the tenth day of the calendar month in
which Commercial Operation Date of the Project occurs or if the Commercial
Operation Date of the Project occurs on or after the tenth day of the calendar

month, the tenth day of the next calendar month; and (B) the midday of the tenth
day of each calendar month, thereafier.

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

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

Nou-Political Force Majeure Event: means any event of Force Majeure specified

in Article 10.1 other than a Political Force Majeure Event and Non-Political Force
Majeure shall be construed accordingly.

Permits: means all formal and informal permits, licenses, visas, clearances, rights
and any other authorisations and approvals from the APTRANSCO or any
Government Agencies which are required to develop, design, finance, construct,

insure, own and operate the Project in accordance with this Agreement, including
without limitation to those listed in Schedule E.

Plant Load Factor or PLF: means the ratio, expressed as a percentage, of the
number of KWH of Cumulative Available Energy in any Tariff Year arrived at as
per Article 5.2(c) and as computed at the generator terminals in accordance with
Schedule D less 96.36 million energy units (kWh) at the Generator terminals to the
maximum KWH of energy that could theoretically be generated by the Project
during that Tariff Year based on 8760 Hirs, multiplied by the Installed Capacity,
computed at the Generator terminals, provided that if the PLF as computed is
negative number, then PLF shall be taken as zero.
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45)

46)

47)

48)

49)

50)

51)

- Ramp-up Rate: means the rate at which each Unit

Plant Load Factor (Incentive) or PLF(I): means the ratio, expressed as a
percentage of the number of kWh of generation as computed at the generator
tcrminals in any Tariff Year, by adding the Auxiliary Consumption to the Net
Electrical Energy as metered at the Interconnection Point, to the maximum of kWh
encrgy that could theoretically be generated by the Project during that Tariff Year

based on 8760 hours multiplied by the Installed Capacity, computed at the
generator terminals.

NEE x (1)
PLF (D) = [1-(A/100)]

8760 x IC x 1000
Where: :
NEE : Net Electrical Energy (Kwh)
A : Auxiliary Consumption (%)
IC : Installed Capacity (MW)

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

Project: means the combined cycle power station proposed to be established at
Jegurupadu, East Godavari Dist., in Andhra Pradesh, India, consisting of 1 (one)
generating unit based on Natural Gas as Primary Fuel and 1 (one) Steam

Generating unit and having a nominal installed capacity of 220 MW Mega Watts
computed at Ambient Reference Conditions.

Project COD: means, the Commercial Operation Date of the Project.

Promoter Group: means M/s. GVK Industries Limited (which includes its

successors and assigns) and other associated firms and companies all of whom have
authonized M/s. GVK Industries Limited to represent thern.

Prudent Utility Practices: means those practices, methods, techniques and
standards, as changed from time to time, that are generally accepted internationally
for use in electric utility industries taking into account conditions in India, and
commonly used by the international electric utility industry to operate and maintain

_power stations and associated equipment of the size, service and type of the

Project; adjusted as necessary to take into account (A) site conditions (B)
conditions affecting the Grid System, (C) requirements of Law and (D) operation

and maintenance guidelines of the manufacturers of the plant

and equipment
incorporated in the Project.

can be asked to increase its
generation as specified by the Company in Schedule A, supported by the
manufacturer's specifications.

iy o
12 / RAMA RAO

Niolgl P .
p. M. K Gh atier) 2 raclor (Techaical)

ponmetcial B 0% GVK Industries Ltd,
trectat {LOTEY

RN
) IR VIR o
e AT
IR LRLY



i

.

p

o

—
7

@
2%

>

52)
53)
54)
912 2003
AT
ucﬂ T e - .

Ve
W? amyf
9o

'.J',
R
¢
- rss
o T¥
S0 56)

s

37)

Ramp-down Rate: means the rate at which each Unit can be asked (o decrease its

generation as specified by the Company in Schedule A. supported by the
manufacturer's specifications.

Scheduled Bank: means any Bank, at Hyderabad indicated by the APTRANSCO

and reasonably acceptable to the Company and the parties providing financing for
the Project.

Scheduled Date of Completion: means, the following date with respect to the
Project. ’

Unit Schedule Date of Completion (SDOC)
from the date of signing of Agreement
Project 27 months

Note 1: The COD of the Project shall have been achieved in all respects by the
SDOC of the Project.

Provided that the Scheduled Date of Completion of the of the Project shall be
extended day-for-day for any delay directly arising from (i) a Force Majeure
(provided in Article 10.4), (ii) APTRANSCO Default or failure of the
APTRANSCO to complete the Inter Connection Facilities 6 months before the
Scheduled Date of Completion of the Project or any other reason for which an
extension in such date is provided hereunder (including pursuant to Article 7.2).

Explanation: In case of a delay in achieving the Scheduled date of completion of
the Project, the Company shall pay as liquidated damages to the APTRANSCO, a
sum of Rs. 50,000 per day for the first one hundred and eight (180) days of delay
and Rs. 3,50,000 per day for delays in excess of one hundred and cight (180) days,
for each 100 MW of Capacity or any part thereof, payment of which shall be due
th\ilr;y (30) days from the Scheduled Date of Completion of the Project and every

: .‘, :n'.}{ﬂurty (30) days thereafter or, if earlier, upon the termination of this Agreement

provided for hereunder.

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

Stabilization Period: means in respect of Project, Ninety-day (90) period
commencing on the COD of the Project.

Station Heat Rate: shall be 2682.5 kilo calories per kWh up to Scheduled Date of
Completion of the Project or the Project COD whichever is earlier and shall be

1850 kilo calories per kWh after Scheduled Date of Compiletion of the Project or
the Project COD whichever is earlier.

Explanation: Station Heat Rate means the quantum, in kilo calories, of input heat
energy required by the Project to generate one Energy Unit.
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1.3

1.4

Synchrenisation: means the clectrical connection of a Generating Unit 1o the Grid
System by means of Inter Connection Facility for the Project.

Tariff Year: means each period of one year from the ending of Initial Tariff year.

Technical Limits: means the limits and constramts deseribed in Schedule A hereto
relating to the operation and maintenance of the Project.

Working Capital Rate: means the interest rate (or the weighted average of the
interest rafes) at which the APTRANSCO or the Company, as the case may be,
raises its working capital requirements in rupees or, if none, the rate which is
offered from time to time by the State Bank of India (or its successors) for working
capital facilities to most creditworthy State Electricity Boards/independent power
companies in India as the case may be.

All other words and expressions, used herein and not defined herein but defined in
the Indian Electricity (Supply) Act, 1948, and A.P. Electricity Reforms Act, 1998
and set out in Schedule B applicable to this Agreement shall unless the context

otherwise requires, have the meanings, respectively, assigned to them as attached
hereto as Schedule B.

Unless otherwise stated, ali other references made in this Agreement to "Articles”
and "Sections", and "Schedules” shall refer, respectively, to Articles of, Sections of,
and Schedules to, this Agreement. The Schedules to this Agreement form part of
this Agreement and will be of full force and effect as though they were expressly
set out in the body of this Agreement. Headings are for ease of reference only.

In this Agreement, unless the context otherwise requires (A) the singular shall
include plural and vice versa; (B) words denoting natural persons shall include
partnerships, firms, companies, corporations, joint ventures, trusts, associations,
organisations or other legal entities; (C) a reference to any party includes that
party's successors and permitted transferees and assigns, (D) a reference to this
Agreement or any other agreement or document shall be construed as a reference
thereto as from time to time amended, novated or replaced, (E) a reference to any
Law shall be construed as a reference to such Law as from time to time amended or

re-enacted and (F) references to times of day are references to Indian Standard
Time. ’ :
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ARTICLE 2
SALE AND PURCHASE OF CAPACITY AND ENERGY

-2
—

Sale and Purchase of Capacity

From and after the Commercial Operation Date of the Project, subject 1o the
provisions of this Agreement, the Company shall sell, and the APTRANSCO shall

purchase, for the consideration of the Capacity Charge, all the available capacity of
the Project,

2.2 Sale and Purchase of Energy

From and after the Commercial Operation Date of the Project, subject to the
provisions of this Agreement, the Company shall sell, and the APTRANSCO shal]l -

purchase, for the consideration of the Energy Charge, the Net Electrical Energy of
the Project.

23 Sale and Purchase of Power before COD of the Project

The Company shall sell, and the APTRANSCO shall purchase, all Energy Units

generated by the Project during testing prior to the COD of the Project, for the
consideration of the Energy Charge.

2.4 Despatch Rights of the APTRANSCO

The APTRANSCO shall have the right to despatch the Project at any capacity
within the Availability Declaration of the Company and the Company shall comply
therewith subject as provided in Schedule D. Any request by the APTRANSCO
for increase or decrease in the generation by the Company shall not violate the

declared Ramp-up and Ramp- down Rates. The despatch procedures shall be as
specified in Schedule D.

2.5 Shutdown

Except when the equipment of the Project is under forced shutdown, such
equipment or any ancillaries, auxiliaries or works in relation thereto shall not be
taken out for maintenance, testing or overhaul resuiting in outages or reduced
generation except as required by Prudent Utility Practices or in accordance with
such schedules of outages as are established in accordance with Schedule D. The
Company shall take all reasonable steps to bring back the equipment of the Project

that is under forced shutdown to normal operations as early as may be reasonably
practicable,
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2.6 Scheduling and Co-ordination

The detailed schedule of construction, operation and maintenance of the Project and

the procedures for co-ordination between the Company and the APTRANSCO are
specified in Schedule D.

2.7 Power Supplies by the APTRANSCO

Upen the Company’s request, the APTRANSCO shall provide the Company with
power as and when required for the purpose of the construction of the Project and
following the completion of the Inter Connection Facility up to and including the
synchronization of the first generating unit for start-up, testing and commissioning
of the Project. The APTRANSCO shall bill the Company for such power at a price
cqual to the APTRANSCO’s applicable published tariff. Thereafter, the
APTRANSCO shall provide power as and when required, for start-up and
maintenance of the Project. The APTRANSCO shall bill the Company for any
such power at the rate as the Energy Charge computed under Article 3.3 and such
billed amounts shall be set off from the next monthty bill.
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3.1

3.2

3.2

ARTICLE 3
CAPACITY AND ENERGY PAYMENTS

Capacity Charge

The APTRANSCO shall pay for the capacity of the Project in respect of any Tariff
Year a Capacity Charge calculated in the manner described in Article 3.2 in respect
of the Cumulative Available Energy provided by the Project up to (but not

exceeding) an amount of Cumulative Available Energy which is equivalent to a
PLF of 80%. '

Computation of Capacity Charge .

The Capacity Charge will be the sum of the following amounts, in Rupees,
estimated in accordance with Article 5.2(b) for purposes of monthly billing and
adjusted pursuant to Article 3.2(c) for each Tanff Year, and subject in either case to
the limitation that the total of such amounts shall not exceed an amount
corresponding to a PLF of 80%:

(i) Foreign Debt Service Charge (FDSC) of US$ 0.006 (US$ zero point zero
zero six) per unit of Cumulative Available Energy payable in rupees
converted at the Current Rate of Exchange. Provided that such Foreign
Debt Service Charge shall be payable only in respect of the period ending
on the 11™ (Eleventh) annual anniversary of the COD of the Project.

(1) Other Fixed Charges (OFC) of Rs. 0.669 (Rupees zero point six six nine)
per unit of Cumulative Available Energy, which shall be fixed for the term
of this Agreement. '

(A) The company shall supply in a Tariff year at the Generator terminals 96.36
million units over and above the PLF of 80% to the APTRANSCO (hereinafter
referred to as the "Committed Incentive Energy").

The APTRANSCO shall deem the initial energy units delivered by the Company

subject to a maximum of 96.36 million units in a Tariff Year at-the Generator
terminals as the committed Incentive Energy. ‘

The APTRANSCO shall pay the Company for the Committed Incentive Energy at
a fixed rate of Rs. 0.0669 per Energy Units [10% (ten percent} of the Other Fixed

Charge stated in Article 3.2], (herein after referred to as "Committed Incentive
Charge").

may Lo
V. RAMA BAOQ
¢ GPNDH‘ ‘ Direclor (Technical)
p. M. S nte “patlon] GVK Industrles Ltd,
Giranee AT

17



—

i3 Emergy Charge

(a} Computation of Energy Charge

The Encrgy Charge will be computed based on the following formula:
U=Eu*(hC)/ {g(1- A/100)} .

Where:

U is the Energy Charge in Rs. in respect of a Billing Month (or in the case of any

bill for energy units generated by the Project prior to its COD, in respect of the
period to which such bill relates).

EU is the total number of Energy Units delivered at the Inter Connection Point in
respect of such Billing Month measured on the Metering Date for such Billing
Month (or in the case of any bill for energy units generated by the Project prior to
its COD, in respect of the period to which such bill relates),

h is the Station Heat Rate in  Kcal/KWH as per Article 1.1 (57)

C 1s the cost of Fuel in Rs. per unit of Fuel; as delivered at the Fuel metering point
at the site

gis the GCV of Fuel in Kcalfunit of Fuel;

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

Provided that

Case-I: “C” is the cost of Natural Gas which is primary fuel, delivered at the

metering point is inclusive of cost of Gas and transportation charges, and other
taxes as per the invoice given by GAIL.

Case-II: In the event of purchase of Natural Gas from sources other than GAIL, the

~cost ‘C” shall be the cost as per GAIL price or the cost of alternative fuel supplier
whichever is less,

Case-HI: “C” is the cost of Alternate Fuel shall be as decided by the Fuel Supply
Committee.

Provided that the APTRANSCQ has the right to review and approve the Fuel

" Supply Agreement through the fuel Supply Committee in accordance with and
subject to Schedule 1. bd
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(b)

3.4

3.5

36

Minimum Fuel Off-take Charges

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

Provided that the APTRANSCO shall reimburse such minimum Fuel Off-take
charges to the Company only to the extent that:

(i) such minimum fuel off-take charges were incurred in accordance with the
Fuel Supply Agreement.

(ii) the Company exercised any right to elect, under the terms of the Fuel
Supply Agreement, to “carry forward” the Fuel in question (i.e., to receive
such Fuel at a later date) or to store such Fuel at any Fuel storage facilities
of the Company or of the Fuel supplier, which are available under the Fuel
Supply Agreement; and

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

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

Monthly Fuel Price Adjustment

The Energy Charge, as per the above formula, will be modified monthly on account
of vaniations in EU, C, and g.

Computing the PLF and PLF(I)

For the purposes of clarification, it is understood and agreed that in computing the
PLF and PLF(I) from Commencing of the Project COD, Installed Capacity shall
mean the Project Installed Capacity '

Disincentives

In case the Project is unable to achieve a PLF of 68.5% for a Tariff Year, then the
Company will pay to the APTRANSCO a penalty as a percentage of the Other
Fixed Charge paid to the Company in such Tariff Year as given below:
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PLF (%) Penalty (%)
68.5% NIL
Below 68.5% to 60.5% 2% for every 1% shortfall in PLF

(i.e. for a PLF of 60.5%, the penalty will be
16% of the Other Fixed Charge)

Below 60.5% 3% for every 1% shortfall in PLF

to 50.5% - (i.e. for a PLF of 50.5%, the penalty will
be 16% + 30% = 46% of the Other Fixed
Charge)

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

“Provided that in case of a Tariff Year which involves the stabilization period of a
generating unit, the PLF for applying the penalty will be adjusted using a minimum
threshold of 51.37% in place of 68.5% for such Stabilization Period on a time and -
megawatt weighted basis (and each other threshold specified above, shall be
adjusted downwards by the same proportion).

Incentives

In case the Project achieves a PLF(I) greater than 80% for a Tariff Year, then the
APTRANSCO will pay to the Company, an incentive for the additional units of

actual generation in excess of a PLF(I) of 80% as a percentage of the Other Fixed
Charge in such Tariff Year as given below:

PLY(I) (%) Incentive (%)

80% Nil

Above 80% upto 85% At “Committed Incentive Charge”
as per Article 3.2(A).

Above 85% upto 90% 2% for every 1% increase in PLF(I)

(i.e. for a PLF(I) of 90%, the incentive will
be 10% of the Other Fixed Charge)

Above 90% Same as for 90% i.e. 10% of the Other
Fixed Charge

Provided that no taxes on income from incentives shall be payable by
APTRANSCO.

Claims for Taxes on Income
Any advance Income Tax payable for the Project in any month supported by a

certificate of Chartered Accountant approved by the APTRANSCO (Such approval
not to be unreasonably withheld or delayed) shall be reimbursed by the

y_ b
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3.9

3.10

APTRANSCO. After the tax assessment is completed for any year, and the
liability there on is determined by the Taxation Authorities in India, the excess or
short fall in the tax lability so determined will be adjusted in the supplementary
bill (as defined in Article 5.5) for the succeeding month or on the due date of
payment thereof, whichever is later subject to Article 3.9. Tax to be reimbursed
will be calculated on the income from the Project only and calculated on the
assumption that the Company is engaged solely in the ownership, design,
financing, construction, operation and maintenance of the Project and will not
include tax reimbursements of the previous year.

Provided that no Income Tax shall be payable by APTRANSCO for savings
effected by the Company on operating parameters beyond the norms accepied in
this Agreement.

Minimisation of Liability due to Taxes on Income

The Company shall take all reasonable steps to ensure that its liabality due to taxes
on income in respect of its income from the Project is minimised, by obtaining or
by suitable arrangement, all permissible benefits, rebates, concessions and the like,
in accordance with Law. The Company, however, is not required, under this
Article 3.9, to pass on to the APTRANSCO any benefits, rebates, concessions and
the like in taxation obtained by it as a result of any tax planning or otherwise, not
connected with the income, expenditure and operations of this Project.

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

Any taxes or duties or impost or cesses or levies on the generation and/or sale of
electricity by any Government Agency levied on the Project will be reimbursed by
the APTRANSCO to the Company in the succeeding month after the payment of
such taxes or duties by the Company to such Government Agency, based on 2
supplemental bill, duly supported by proof of payment of such taxes (o be furnished
by the Company to the APTRANSCO. In case, such Government Agency refunds

any excess tax or duty paid by the Company, such excess will be adjusted in the
supplementary bill for the succeeding month after the receipt of such refund by the

Company.
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4.1

4.2

ARTICLE 4
METERING

Installation

Main energy meters of 0.2 class accuracy shall be installed at the 400 KV points of
supply by the Company and check meters at the same points and of the same
accuracy shall be installed by the APTRANSCO. Each of these will be a pair of
export and import meters. The main energy meters shall be the property of the
Company and the Company shall be responsible for the cost of inspection,
maintenance, calibration, and replacement thereof. The check energy meters shall
be the property of the APTRANSCO and the APTRANSCO shall be responsible
for the cost of inspection, maintenance, calibration and replacement thereof,

The Company shall install adequate EMS-SCADA and communication equipment
to transmit information (including real time readings of ambient temperature) from
the Project to the Area Load Despatch centre at Nunna and in turn to State LDC at
Hyderabad of APTRANSCO.

Communications:

The Communication and coupling equipment (for voice, data and carrier Intertrip)
as approved by APTRANSCO shall be terminated by the IPP plant and the
APTRANSCO at their respective premises and at respective cost. The cost of
Communication medium (other than PLCC i.e optical fibre or Microwave radio
communication) shall be shared by the IPP and APTRANSCO.

EMS-SCADA Equipment:

The IPP shall provide Transducers, RTU and data transmission equipment
(Modems that is to be installed at the IPP site along with software and data
communication compatible to the ULD & C project of APTRANSCO in order to
facilitate real time data transfer to the Area Load Dispatch Centre at Nunna of
APTRANSCO by integrating their RTU to the APTRANSCO SCADA System....
The developer shall discuss with APTRANSCO team under CE/Power Systems
and CE Telecom on the EMS-SCADA equipments that are to be installed at their
IPP plant and the type of communication system that is to be adopted between IPP
plant and the Vemagiri 400 KV SS and get the specifications approved by the
APTRANSCO on mutual concurrence.

Inspection: Sealing; No Interference

All the meters shall be jointly inspected and sealed on behalf of both Parties and
shall not be interfered with except in the presence of the duly authorised
representatives of both Parties. If one Party does not attend any inspection, check,
calibration or test on the main or check meters required pursuant hereto after
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4.4

4.5

4.6

4.7

receiving such notice from the other Party as may bc reasonable in the
circumstances, then, notwithstanding anything to the contrary expressed herein, the
other Party shall be entitled to proceed on its own and the results obtained shall be
used for the purposes hereof.

Quarterly Checks

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

Errors in Main Meters

Where the quarterly check indicates errors in the main meters beyond the
prescribed limit as specified in IS specifications but no such error is noticed in the
check meters, billing for the month will be done on the basis of the check meters
and the main meters will be calibrated immediately or replaced if necessary.

Errors in Main Meters and Check Meters

If during the quarterly test checks, both the main meters and the corresponding
check meters are found to be beyond permissible limits of error as per the IS
specifications, both the meters shall be immediately calibrated and the correction
applied to the generation of energy registered by the main meter to arrive at the
correct generation of energy for billing purposes for the period of the month up to
the ime of such test check. Billing for the period thereafter until the next monthly
meter reading shall be as per the calibrated main meter.

Calibration

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

Errors Found During Calibration

If the errors found at the time of semi-annual calibration are beyond permissible
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4.8

4.9

4.11

4.12

limits as per IS specifications, the same procedures applicable to the quarterly test
checks shall be followed or the main meters/ check melers or both shall be
replaced.

Corrections in Billing

Corrections in billing, whenever necessary, shall be applicable to the period
between the previous monthly meter reading and the date and time of the test
calibration in the current month when the error is observed and this correction shall
be for the full value of the absclute error. For the purpose of the correction to be
applied, the meter shall be tested at 100, 50, 20 and 10 percent load at unity power
factor and 0.5 power factor. Of these eight values, the error at the load and power
factor nearest the average monthly load served at the Inter Connection Point during
the period shall be taken as the error to be applied for correction.

Defects

If both the main and check meters fail to record or if any of the potential
transformer fuses are blown out, then the energy will be computed on a mutually
agreeable basis for that period of defect. The main meters and the check meters
shall be replaced.

RSS Meter

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

Conduct of Tests

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

Monthly Reading

Monthly meter readings shall be taken (and an acknowledgement thereof signed)
by the duly authorized representatives of both Partics on each Metering Date and, if
the readings indicate a level of inaccuracy greater than the prescribed limits, all
meters shall be immediately tested in accordance with this Article. If either Party
fails to take such reading at the required time, in spite of reasonable notice giving

reasonable time, then the reading taken by the other Party shall be used for the
purposes hereof,
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5.1

5.2

ARTICLE 5
BILLING AND PAYMENT

Payments for Power Generated prior to the COD of the Project

The APTRANSCO shall pay to the Company monthly payment of the Energy
Charge only for all Energy Units generated by the Project during testing prior to the
Commercial Operation Date of the Project as per Article 2.3 & 3.3. Each monthly
payment shall be made on the fifth working day following the date of submission
of a bill by the Company.

Monthly Tariff Bills

(a)  On or before each Billing Date, commencing with the first Billing Date
following the Commercial Operation Date of the Project, the Company shall
furnish a monthly tariff bill to the APTRANSCO, in the form specified in
Schedule H, for the Billing Month, which bill will include monthly
Capacity Charges and Energy Charges (inciuding fuel price adjustment
charges, duly supported by supporting data) and shall show where
applicable any adjustments as specified in relevant clauses of this
Agreement. Each bill for a Billing Month shall be payable by the
APTRANSCO on the Due Date of Payment.

(b) The Company shall calculate the monthly Capacity Charge for each Billing
Month as follows:

Monthly Capacity Charges = FDSC Payment + OFC Payment where:

FDSC Payment = FDSC * (Installed Capacity * 0.8 * Monthly Settlement
Periods * 1000} * Current Rate of Exchange

OFC Payment = OFC *(Installed Capacity * 0.8 * Monthly Settlement
Periods * 1000)

Installed Capacity shall mean as defined in Article 1.1.35

Monthly Settlement Periods shall mean the total number of Settlement
Periods in the Billing Month {i.e., 24 hours * no. of days), reduced however
by the Settlement Periods (if any) during which an event of Political Force
Majeure affecting either Party or a Non-Political Force Majeure event
affecting the APTRANSCO or a Force Majeure event affecting the Fuel
Supplier under Article 10.5 (¢) has been declared (in respect of which the
payment due shall be calculated in the manner set forth in Article 10.5 and
paid as a Supplementary Bill).
'}U Y
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(c) At the end of cach Tarifl’ Year, in case the PLF is less than 80 % for that
Tarifl” Year, the Company shall refund to the APTRANSCO as a credit
against the amounts due in the next monthly tariff bill(s), an amount which
shall be the sum of the Monthly Capacity Charges paid during such Tariff
Year pursuant to Article 5.2(b) multiplied by a fraction, the numerator of
which shall be the percentage by which the PLF was less than 80%, and the
denominator of which is 80%.

(d) Al the end of Tariff Year. the company shall raise a supplementary bill for
the Committed Incentive Charge as per the Article 3.2 (A).

Adjustments for foreign exchange variation:

For each Billing Month, there shall be added or subtracted, as the case may be,
from the Monthly Capacity Charges calculated in accordance with Article 5.2 as
part of the monthly tariff bill, an amount (the "Foreign Exchange Adjustment")
reflecting the variation in foreign exchange rates between the rates used in
calculating the FDSC Payment for the preceding Monthly Bill and the rates in

effect on the actual date of payment of the monthly tariff bill by the APTRANSCO,
calculated as follows:

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

Where -
FDSC Payment is as defined in Article 5.2(b):

CRE(A) is the Current Rate of Exchange (Actual) and
CRE is Current Rate of Exchange.

(BN BN BN BN BN BN BN BN BN BN BN BN BN BN BN BN NN BN NN BN BN BN AN
h
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5.4 Payment of incentives and disincentives

Incentives and disincentives shall be calculated as per Article 3.7 and 3.6
respectively and shall be payable annually. In case the APTRANSCO is required to
pay incentives to the Company, the Company shall raise a supplementary bill for
the same at the end of the Tariff Year. At the end of the Tariff Year, in case the
Company is required to pay the APTRANSCO on account of disincentives, the
Company shall adjust the same as a credit in the next month's monthly taniff bill.

5.5 Supplementary Bills

For payments due to the Company for reimbursement of taxes on Income,
incentives or taxes and duties levied on generation and/or sale of electricity,
payments for periods of Political Force Majeure affecting either Party or Non-
Political Forcz Majeure affecting the APTRANSCO or any other adjustments or
payments due to the Company hereunder, the Company shall present a
supplementary bill, in such form as may be mutually agreed upon by the
APTRANSCO and the Company, (duly supported by supporting data)., Each
supplementary bill shall be payable by the APTRANSCO on the Due Date of
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5.6

5.7

5.8

Payment, except in casc of supplementary bill for taxes on income. At lcast thirty
(30 days prior to the date when income 1ax is required to be paid by the Company,
the Company shall submit to the APTRANSCO a supplementary bill for the same.
This bill shall be payable by the APTRANSCO within twenty five (25) days of its
presentation to the APTRANSCO by the Company or at least five (5) days before
the date on which the tax is required to be paid by the Company, whichever is later.

Amounts Due to the APTRANSCO

Any amounts which may be due to the APTRANSCO from the Company pursuant
to Article 3.6 will be computed by the Company in the month following the close
of each Tariff Year and shown as a credit in the bill for such month. Any amounts
which may be due to the APTRANSCO from the Company pursuant to Articles 3.8
and 3.10 will be shown as a credit in the supplementary bill for such month. A net
credit in any supplementary bill will be deducted by the APTRANSCO from the
payments due to the Company under any monthly bill.

Billing Disputes

Notwithstanding any dispute as to all or any portion of any bill submitted by the
Company to the APTRANSCO, the APTRANSCO shall pay the full amount of the
bill provided that the amount of the bill is based on (a) a meter reading that has
either been signed by both Parties or certified by the Company with respect to the
APTRANSCO's refusal to sign within three (3) days of the meter reading date and
(b} the provisions of this Agreement. The APTRANSCO shall notify the Company
of any disputed amount, and the Company shall rectify the defect or otherwise
notify its rejection of the disputed amount, with reasons, within five (5) days of the
reference by the APTRANSCO, failing agreement on which the provisions of
Article 14 shall apply with respect thereto. If the resolution of any dispute requires
the Company to reimburse the APTRANSCO, the amount to be reimbursed shall
bear interest at the Working Capital Rate applicable to the APTRANSCO from the
date of payment by the APTRANSCO to the date of reimbursement. The
APTRANSCO may not dispute any amount after sixty (60) days following the Due
Date of Payment therefor.

Direct Payment

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

On or before the date thirty (30) days prior to the Scheduled Date of Completion of
the Project, and at all times thereafter, the APTRANSCO shall cause to be in effect
an irrcvocable revolving letter of credit issued in favour of the Company by a
Scheduled Bank (the "Letter of Credit”). Each letter of credit shall:

(a) On the date it is issued, have a term equal to the longest period obtainable
by the APTRANSCO on a commercially reasonable basis from any
Scheduled Bank but not less than one year;

(b) Be transferable to any lender under the Financing Documents;

(©) Be payable upon the execution and presentation by an officer of the
Company of a sight draft on the Due Date of Payment or such earlier date as
1s specifically authorised by the APTRANSCO to the issuer of such Letter
of Credit supported by a certified copy of the bill for which payment is
sought and a statement that such bill remains unpaid on the date of
presentation and in the case of a monthly tariff bill rendered pursuant to
Article 5.2, a meter reading statement accepted and signed by both parties
or a certification from the Company that the APTRANSCO failed to sign
the meter reading statement within three days of the meter reading date;
and,

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

The LC Amount shall be determined () in the case of the Capacity Charges, for the
initial Letter of Credit, based on the Current Rate of Exchange applicable (rather
than on the Metering Date) on the date seven (7) days prior to the date of issuance
of the Letter of Credit, which amount shall be adjusted thereafter upon each
renewal of the Letter of Credit based on the average of the Current Rates of
Exchange (Actual) applicable during each month in the preceding six (6) months;
and (i) in the case of the Energy Charges, for the initial Letter of Credit, based on
the Fuel costs applicable on the date seven (7) days prior to the date of issuance of
the Letter of Credit and the methodology in Article 3.3 and thereafter, based on the
average monthly Energy Charges (assuming a PLF of 100%) for the preceding six
(6) months, adjusted to take account of any escalation in Fuel Costs provided for
under the Fuel Supply Agreement.

(¢}  Beimmediately reinstated to the LC Amount following a valid drawing by
the Company without limit to the amount of valid drawings there under and

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

and the lenders. _bg
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Not less than thirty (30) days prior to the expiration of any Letter of Credit, the
APTRANSCO shall provide a new or replacement Letter of Credit. Every bill shalt
be presented at the said Scheduled Bank for payment under the Letter of Credit and
shall become payable on the Due Date of Payment applicable thereto.

Escrow Account

To provide additional security to the Company for the Board's obligation
hereunder, the APTRANSCO shall also open an escrow account with any of the
Board’s Schedule Banks, which account shall be maintained by such bank as agent
for the company, and which shall be pledged as security to the Company and its
Lenders for payment of all sums due to the Company by the APTRANSCO under
this Agreement as further set forth herein. Such account shall be opened on or
before the date thirty (30) days prior to the Scheduled Date of Completion of the
first Generating Unit. Such account shall be funded with revenues from payments
due to the APTRANSCO from customers comprising one or more Distribution
Companies viz.,, (i) Northern Power Distribution Company of AP Ltd.
{APNPDCL), (ii) Southem Power Distribution Company of AP Ltd. (APSPDCL),
(iii) Central Power Distribution Company of AP Ltd. (APCPDCL) & (iv) Eastern
Power Distribution Company of AP Ltd. (APEPDCL) used by the APTRANSCO
for its administrative convenience. The APTRANSCO shall cause all payments
due to the APTRANSCO from such customers to be deposited in such escrow
account aggregating an amount equal to not less than 100% of the LC Amount as
specified in Article 5.9. Such instruction shall be irrevocable during the term of
this Agreement subject to the right of the APTRANSCO to substitute other
proportions of revenues from one or more Distribution Companies viz., (i)
APNPDCL, (ii} APSPDCL, (iii)) APCPDCL & (iv) APEPDCL with the
concurrence of the Company and its Lenders. The APTRANSCO shall not act in
any manner as may negatively affect the inflow of the revenues into this account
and shall take such steps as may be necessary to assure the flow of the specified
level of revenues in such account (including adding or substituting customers and
undertaking collection efforts) during the term of this Agreement. Provided that
the APTRANSCO is in compliance with its obligations under this Agreement with
respect to payment of all sums when due to the Company, through the Letter of
Credit or otherwise, the APTRANSCO shall be entitled to withdraw funds from the
Escrow Account each month to be used for such purpeses as the APTRANSCO
may designate. In the event of the Board’s failure to pay any sums due to the
Company on the Due Date of Payment through the Letter of Credit or otherwise
when any sum is due to the Company, or in case of non-renewal of the Letter of
Credit as required under Article 5.9, the company, by notice in writing to the bank
holding the Escrow Account, may require such bank not to honour any of the
clieques, hundies and requisitions presented to it by the APTRANSCO or any other
drawals on the account until after the claim of the Company is first discharged out
of the revenues accumulated in the Escrow Account. An Agreement among the
Board, the Company and the Bank (the “Escrow Account Agreement”) shall be
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5.13

execuled in order to give effect to this Article 5.10, the details of which shall be in
form and substance reasonably acceptable to the Company and its Lenders.

Rebates; Late Charges

For payment of Tariff bills (excluding supplementary bills) a rebate of 2.5% shall
be allowed if payment is made, whether by cheque or by specific authorisation to
draw on the Letter of Credit, within five (5) days afier the date of presentation of
bill. Where such payments are made on or before the Due Date of Payment but
after the above five day period, a rebate of 1% shall be allowed.

Any payment made beyond the Due Date of Payment shall include a late charge in
an amount equal to the greater of (a) the product of (i) the amount of such bill and
(i1) the Working Capital Rate applicable to the Company then in effect, calculated
on the basis of the number of days the payment was overdue, and (b) the amount of
any liability incurred by the Company for penal interest on Debt arising out of the
APTRANSCO's failure to make such payment on the Due Date of Payment,
provided that the Company shall furnish documentary. evidence to the
APTRANSCO demonstrating such liability.

State Government Guarantee

As support for the APTRANSCO's obligations under this Agreement, GOAP shall
provide the State Government Guarantee (the "GOAP Guarantee™).

Order of Precedence

The Company shall present its monthly tariff bills and any supplementary bills to
the APTRANSCO for direct payment by the APTRANSCO as per this Article. In
case of non-payment, or partial payment of the bill by the APTRANSCO, the
Company shall take recourse to the Letter of Credit under Article 5.9 on or prior to
the due date of payment or upon specific authorization by the APTRANSCO to
draw on the Letter of Credit prior to such date. In case of the claim of the company
not yet being fully satisfied, the company shall take recourse to the Escrow
Account as per the Escrow Account Agreement for the un-paid amount plus
interest accrued for delayed payment as per Article 5.11 (In case of default of
payment by the APTRANSCO still persisting, the Company shall take recourse to
the invoking of the GOAP guarantee as per Article 5.12 for claiming and releasing
the unsatisfied claims. This provision is without prejudice to any other right or
remedy of the Company arising out of this Agreement.)
S
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6.1

6.3

ARTICLE 6
DURATION OF AGREEMENT

Term of the Agreement

Subject to the terms of this Agreement, this Agreement shall become effective upon
the execution and delivery thereof by the parties and sha!l continue in force from
the date of such delivery until the completion of a period of fifteen (15) years from
the Project COD unless earlier terminated as provided herein, and not later than one
hundred and eighty (180) days prior to the expiry of the initial term of this
Agreement, the Agreement may be renewed for such further period and on such
terms and conditions as may be mutually agreed upon between the Parties.

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

Such option shall be exercisable during the sixty (60} day period immediately
preceding the expiration of the initial term of this Agreement and the Company
shall notify the APTRANSCO of its acceptance or rejection of the option within
such sixty (60) day period or fifteen (15) days afier the date of APTRANSCO's
offer whichever is later. If the APTRANSCO's offer is not accepted by the
Company within such period, the Company may solicit offers of purchase from
third parties or sell power from the Project to third parties as per applicable Law;
provided that the APTRANSCO shall have the first right of refusal with respect to
any bonafide offer received by the Company which the Company wishes to accept,
exercisable within thirty (30) days of receipt by the Company of such offer (which
shall within five days of such receipt be provided to the APTRANSCOQO by the
Company) upon mutually satisfactory terms of payment. If the APTRANSCO does
not exercise such right or the Parties cannot agree to the terms of payment, the
Company may dispose of the Project as it thinks fit subject to prevailing Law.

Notwithstanding any other provision of this Agreement, in the event that Financial
Closing has not occurred within 12 months of the signing of this Agreement, either
Party may upon 30 days notice to the other party terminate this Agreement without
liability or obligation whatsoever unless (in case of any termination by the
APTRANSCO) Financial Closing shall occur within such 30 day notice period, in
which case such notice shall be deemed to have been withdrawn; provided that (i)
the Company shall have used its reasonable endeavours to achieve such Financial
Closing and (ii) the Party seeking such termination shall then be in compliance with
its obligations under this Agreement. In the event of such termination, the Security
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Deposit provided by the Company pursuant to Article 15,10 shall be cancelled
and/or returned to the Company without being drawn upon by the APTRANSCO,
only if the APTRANSCO is satisfied that the Company used its reasonable
endeavours to achicve Financial Closing.

s . L

st aAMA RAO
¥ (_‘ﬁ\i RRTLY \-{«"raciOf (Techmcav
T e T e Tv4 Industries Ltd.
0.‘.“‘?.-“ 1 B . . % |
32



by

E LR XX rem

7.1

ARTICLE 7
UNDERTAKINGS

Covenants of the Company

The Company hereby covenants and agrees with the APTRANSCO o:

(a)

(®)

(©)

(d)
(e)

®

(g

usc all reasonable efforts to construct the Project in accordance with the
construction contract and to operate the Project in accordance with Prudent
Utility Practices;

work without liability with, and co-operate in good faith with, the
APTRANSCO with respect to all of the APTRANSCO's obligations and
rights hereunder;

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

use all reasonable efforts to cause the date of Financial Closing to occur
within six months of the date of signing of this Agreement and furmish to
the APTRANSCO periodic progress reports (not less than monthly)
regarding the same and in any case cause financial closing to occur not later
than twelve (12) months from the date of singing of this Agreement.

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

if the Inter Connection Facilities are completed by the date which is six
months prior to the Scheduled Date of Completion of the Project and the
Project is not synchronised on or before the Scheduled Date of Completion
of the Project, pay te the APTRANSCO interest on the actual cost of the
Inter Connection Facilities constructed only for the purposes of the Project
(as established by the APTRANSCO to the reasonable satisfaction of the
Company), such interest being calculated on a daily basis and being equal
to the interest charged in respect of any loans raised by it and applied
towards meeting such cost and being payable from the Scheduled Date of
Completion of the Project until the earlier of the date of such
synchronisation or the date when such synchronisation would have occurred
but for any delay arising from an event of Force Majeure. The Company’s

payment obligation under this Article shall not be affected by application of
Article 10.4.
b
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(h) provide to the APTRANSCO a copy of the Financing Documents and the
shareholder subscription agreements relating to the Promoter Group's equity
commitment to the Project within one month of the Financial Closing and
promptly, as they are entered into, provide to the APTRANSCO copies of

instruments creating any liens or encumbrances on any of the assets of the
Project.

(1) cause the Project COD to occur not later than the Scheduled Date of
Completion of the Project, as per Article 1.1.54.

0) use all reasonable efforts to operate the Project and comply with
APTRANSCO’s Despatch Instruction to make available generation within
technical limits to meet the system requirements according to the conditions
in this Agreement, provided that in case of failure to deliver the energy
according to the system requirements and Agreement conditions, the
Company shall reimburse to APTRANSCO or the APTRANSCO shall be
entitled to withhold the amounts from the amounts due to be paid to the

Company the cost of purchase of such energy from another generating
Company,

7.2 Covenants of the APTRANSCO
The APTRANSCO hereby covenants and agrees with the Company to:

(a) (1) make all reasonable efforts for making arrangements (including
financing and construction) for the Inter Connection Facility so that the
Interconnection Facility is completed six months before the Scheduled Date
of Completion of the Project and if the Inter Connection Facility has not
been completed on or before such date, or the date such Interconnection
Facility would have been completed but for any delay arising from an event
of Force Majeure, and an Independent Engineer designated by the Company
and reasonably acceptable to the APTRANSCO;- has certified that the
Project is ready to begin the process of interconnection, the APTRANSCO
shall pay to the Company as liquidated damages for such delay an amount
equal to 80% of the Capacity Charge calculated in the manner described in
Article 5.2(b), substituting, however, for the Installed Capacity, the capacity
of the Project required to be installed as per the EPC Contract, from the
later of the Scheduled Date of Completion of the Project and the date falling
six weeks after the Projéct is ready to begin the process of interconnection
(as certified by the Independent Engineer) until earlier of the date falling six
weeks after the date upon which the Inter Connection Facility is completed
or the COD of the Project, provided that the APTRANSCO’s payment
obligations under this Article shall not be affected by application of Article
10.4. Within thirty (30) days of the COD of the Project, the Company shall
refund io the APTRANSCO the excess, if any, of the payments described

i o
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(b)

(c)

(d)

(e)

(f)

above over the payments which would have been made based on the
Installed Capacity as determined in testing and commissioning the Project.

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

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

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

provide electricity in accordance with Article 2.7 for construction, start-up,
testing and commissioning and make reasonable efforts to facilitate the

conduct of testing and commissioning procedures in accordance with
Schedule F.

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

make all reasonable efforts to obtain the issuance of the GOAP Guarantee
[as executed by the GOAP] substantially in the form attached hereto as
Schedule-J within sixty (60) days of the date of execution hereof or as soon
thereafter as practicable provided that the Scheduled Date of Completion of
the Project and all prior dates for the Company’s performance hereunder
shall be deemed to be extended day-for-day for each day of delay reckoned
from 61 day in the issuance of the GoAP Guarantee.

[Intentionally left blank] ;

b

iy V. RAMA RAO

‘rzzlor (Technical)
574 Industries Ltd.

35



8.1

8.2

ARTICLE 8
REPRESENTATIONS AND WARRANTIES

Representations and Warranties of the Company

The Company represents and warrants that:

1)

1i1)

1v)

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

This Agreement constitutes the valid, legal and binding obligation of the
Company, enforceable in accordance with the terms hereof except as the
enforceability thereof may be limited by applicable bankruptcy, insolvency,
reorganisation, moratorium or other similar law affecting creditors' rights
generally and except to the extent that the remedies of specific performance,
injunctive relief and other forms of equitable relief are subject to equitable
defenses, the discretion of the court before which any proceeding may be
brought, and the principles of equity in general; '

The Company has duly paid all rents, royalties and all public demands
including provident fund dues, gratuity dues, employees state insurance
dues, income tax, sales tax, corporation tax and all other taxes and revenues
payable to any Government Agency and that at present there are no arrears
of such dues, rents, royalties, taxes and revenues due and outstanding and
that no attachments or warrants have been served on the Company in
respect of sales tax, income tax, Government revenues and other taxes.
There are no actions, suits or proceedings pending or, to the Company's
knowledge, threatened, against or affecting the Company before any court
or administrative body or arbitral tribunal that might materially adversely

affect the abifity of the Company to meet and carry out its obligations under
this Agreement; and

The execution and delivery by the Company of this Agreement has been
duly authorized by all requisite corporate action, and will not contravene
any provisions of, or constitute a default under, any other agreement or

instrument to which it is a party or by which it or its property may be
bound.

Representations and Warranties of the APTRANSCO

The APTRANSCO represents and warrants that:

i)

The APTRANSCO is a statutory corporation duly organised and validly

g o
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existing under the laws of India and has all requisite legal power and

authority to exccute this Agreement and to carry out the terms. conditions
and provisions hereof:

1) This Agreement constitutes a valid, legal and binding obligation of the
APTRANSCO, enforceable in accordance with the terms hereof except as
the enforceability thereof may be limited by applicable bankruptcy,
insolvency, reorganisation. moratorium or other similar laws affecting
creditors’ rights generally and excepl to the extent that the remedies of
specific performance, injunctive relief and other forms of equitable relief
are subject to equitable defenses, the discretion of the court before which
any proceeding may be brought, and the principles of equity in general;

i) There are no actions, suits, or proceedings pending or, to the
APTRANSCO's  knowledge, threatened against or affecting the
APTRANSCO before any court or administrative body or arbitral tribunai
which might materially adversely affect the ability of the APTRANSCO to
meet and carry out its obligations under this Agreement; and

1v) The execution and delivery of this Agreement by the APTRANSCO has
been duly authorized by all requisite corporate action, and will not
contravene any provision of, or constitute a default under, any other

agreement or instrument to which it is party or by which it or its property
may be bound.

Mutual Covenants

Each Party will (except to the extent the subject of a bonafide dispute) duly pay all
rents, taxes, cesses, fees, revenues, assessments, duties, other out goings and other
amounts owing by it and will observe all the rules and regulations pertaining to the
same and will not do or omit to do or (to the extent within its control) suffer to be
done anything the purpose of which is to adversely affect or prejudice the interest
and rights of the other Party hereunder in any manner whatsoever.

y_ b

oA RNARA RAO
L DR ‘ o :
m. % GRS e - ziar (Technical)
1. , o s .
P AT w o ooedustries Lid,
gt VT '
v -

37




i

9.1

ARTICLE 9
DEFAULT AND TERMINATION

APTRANSCO Default

The occurrence and continuation of any of the following events shall constitute a
APTRANSCO Default, unless any such event occurs as a result of a Company

Default as defined in Article 9.2 or any breach by the Company of its obligations
hereunder:

(a) Any failure of the APTRANSCO to make any payment (s) required to be
made to the Company under this Agreement, which continues for a period
of sixty (60) days or more from the Due Date of Payment; or any failure of
the APTRANSCO to make any payment (s) in excess of Rs. 30 Crores
required to be made to the Company under this Agreement, which continues

for a period of thirty (30) days or more from the Due Date of Payment;
provided in either case that:

(1) the Company has fumnished a bill to the APTRANSCO for such
payment as provided in Article 5;

{11) to the extent the Letter of Credit is outstanding or as the case may be
the Escrow Account is in operation, the Company shall have
presented such bill for payment under the Letter of Credit or Escrow
Account as provided under Article 5 of this Agreement;

(b) The APTRANSCO repudiates this Agreement or evidences in any manner

its intention not to perform its obligations under, or to be bound by, this
Agreement;

{c) The transfer, pursuant to law, of either the APTRANSCO's rights and
obligations under this Agreement or all or a substantial portion of the assets
or undertakings of the APTRANSCO, or the dissolution of the
APTRANSCO, pursuant to law, including by way of merger, consolidation,

liquidation, reconstitution or reorganisation unless the transferee or
Successor: '

(1) expressly assumes the obligations of the APTRANSCO under this
Agreement and subject to (iii) below, those liabilities and

obligations are guaranteed by the GOAP pursuant to the GOAP
Guarantec;

(i) is cither the ownet/operator of a substantial part of the transmission

system of Andhra Pradesh and/or is the purchaser/seller of a
substantial part of the bulk supplies of electricity in Andhra Pradesh,
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9.2

(d)

(e)

()

has a credit rating (as determined by an independent credit rating
agency) at least cquivalent to that of the APTRANSCO and is
otherwise capable of performing the obligations of the
APTRANSCO under this Agreement.

(i) to the extent that the GOAP Guarantee remains in cffect, the GOAP
without interruption guarantees the performance of the transferee or
successor on the same terms and conditions as the GOAP Guarantee
or such other guarantees or commercial security are provided for the
obligations of the resulting entity, successor or transferee that in the
reasonable business judgement of the Company and the sole and
absolute judgement of the Company's lenders if any, provides
equivalent assurance of performance.

(iv)  the transferee or successor shall have provided to the Company
security for its payment obligations hereunder which in the
reasonable business judgement of the Company and the sole and
absolute judgement of the Company's lenders if any, is at least
equivalent to the security constituted by the Letter of Credit and the
Escrow Account Agreement as defined in Article 5.10.

The failure of the APTRANSCO to observe, or perform any obligation
expressed to be assumed by it in Article 5.10 or the Escrow Account
Agreement, which failure is not remedied within thirty (30) days of notice
thereof from the Company or, in the case of any default in making of any
payment from the Escrow Account, referred to therein, such longer period
as is represented by the number of days until the Due Date of Payment, plus
the cure periods referred to in Article 9.1(a);

The GOAP repudiates the GOAP Guarantee, the GOAP shall be in material
breach of its obligations under the GOAP Guarantee, or the GOAP
Guarantee shall cease to be a legal or binding obligation of the GOAP other
than by reason of the Company’s failure to materially comply with its terms;

The serious breach by the APTRANSCO of any matetial term of this
Agreement (other than with respect to Articles 9.1 (a) through (e) above),
where the APTRANSCO shall fail to cure such breach within ninety (90)
days of notice thereof by the Company.

Company Default

The cccurrence and continuation of any of the following events shall constitute a
Company Default, unless any such event occurs as a result of a APTRANSCO
Default as defined in Article 9.1 or any breach by the APTRANSCO of its
obligations hereunder:

(a)

Any failure of the Company to make any payment(s) required to be made to
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(b)

(c)

(d)

(e)

the APTRANSCO under this Agreement, which continues for a period of
sixty (60) days or more; or any failure of the Company to make any
payment(s) in excess of Rs.30 Crores required to be made to the
APTRANSCO under this Agreement, which continues for a period of thirty
{30) days or more; either directly or through a credit to the APTRANSCO
in the bills, as per Article 5,

The Company repudiates the Agreement or evidences in any manner its

intention not to perform its obligations under, or to be bound by this
Agreement;

The transfer, pursuant to law, of either the Company's rights and/or
obligations under this Agreement or all or a substantial portion of the
Company's assets or undertakings, or the dissolution of the Company,
pursuant to law, including by way of merger, consolidation, liquidation,
reconstitution or reorganisation, unless: -

(1) the transferee or the successor expressly assumes the obligations of
the Company under this Agreement,

(1) such transfer or dissolution does not affect adversely the ability of
the resulting entity to perform its obligations under this Agreement,
in the sole and reasonable opinion of the APTRANSCO;

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

The Company abandons the construction or operation of the Project, other
than as a result of Force Majeure, for a period of forty-five (45) consecutive
days or more,

The Company

() fails to commence construction by (i) issuing a notice to proceed to
the Construction Contractor, (ii) commencing substantial continuing
work on the foundation for the Gas Turbine Generating Unit and or
(iii) delivering to the site and commencing installation of Gas
Turbine of the project within 15 months of Financial Closing,
provided that such period shall be extended as provided in Article
10.4 for delay in the achievement of such date, which is caused bya
Force Majeure event, or

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

1.1.54.
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9.3

9.4

(N The Project fails to issue an Availability Declaration providing for Declared
Capacity which is in excess of 50% of the Installed Capacity for a
continuous period of one hundred and twenty (120) days (excluding any
period of major overhaul undertaken in accordance with the manufacturer's
rccommendations, any period of Force Majeure; any act or omission of the
APTRANSCO or any Emergency directly causing or contributing (o the
shortfall in the Declared Capacity).

() The failure of the Company either:

(1} to demonstrate in tests conducted in accordance with Schedule F
(including any permitted retests) that the Project has an Installed
Capacity of at least 90% of the output nittally guaranteed by the
manufacturer or supplier of the Generating Units as at Project COD.

(i) to maintain thereafter during the term of this Agreement, reliable
capacity equal to 97% of the Installed Capacity as at Project COD
as such reliable capacity shall be determined by testing pursuant to
paragraph 2.7 of Schedule D and the Company is not able to
demonstrate such reliable capacity in any subsequent retest during
the next succeeding twelve (12) months.

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

(1) The serious breach by the Company of any material term of this
Agreement (other than with respect to Articles 9.2(a) through (h)
above), where the Company shall fail to cure such breach within:
ninety (90) days of notice thereof by APTRANSCO.

Remedies of the Company

Upon the occurrence and continuance of a APTRANSCO Default set forth in
Article 9.1 above and the failure of the APTRANSCO to cure such default within

the applicable cure periods, if any, specified in Article 9.1, the Company shall, at
its option, have the right to

(i) elect to terminate this Agreement by issuing a termination notice in
accordance with procedures set forth in Article 9.5, or

(n) receive damages or have recourse to such other remedies as are available
under Law. )
. Remedies of the APTRANSCO

Upon the occurrence and continuance of a Company Default set forth in Article 9.2
above and if the Company fails to cure such default within the applicable cure
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9.5

periods, if any, specified in Article 9.2, the APTRANSCO shall,

at its option, have
the right to

(t) elect to terminate this Agreement by issuing a termination notice in
accordance with procedures set forth in Article 9.5, or ‘

(i) receive damages or have recourse to such other remedies as

are available
under Law,

Termination Procedures

(a) In the event that the APTRANSCO gives a termination notice to the
Company in accordance with Article 9.4, the following procedures and cure
periods shall be observed and shall have expired, respectively, prior to this
Agreement actually being terminated and of no further effect (the date of
such termination being the Termination Date):

(1) A termination notice issued in respect of a Company Default under
Article 9.2(c) shalt resul: in the Termination Date occurring on the
twentieth (20th) day from the date of receipt by the Company of
such termination notice without any further requirement for further
action by the APTRANSCO or any opportunity to cure by the
Company. In case of a termination notice received in respect of any
other Company Default under Article 9.2, the Company may within

ninety (90) days from the date it receives the termination notice
attempt to either

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

(B)  transfer, sell and/or assign the Project to the APTRANSCO,
the lenders or any third-party purchaser, in which case, if
such sale is effected (which shall only be with the prior
consent of the APTRANSCO which consent will not be
unreasonably withheld), then such new owner of the Project

shall have a full additional ninety (90) day period to cure the
Company Defauit.

The APTRANSCO shail not be deemed to have unreasonably
withheld its approval if in the sole and reasonable opinion of the
APTRANSCO, the new owner does not possess equivalent financiaj
standing and technical capability to that of the Company as on the
Commercial Operation Date of the Project. If such new owner fails

10 50 cure the Company event of default within such ninety (90)
days period, or if the APTRANSCO fails to provide its consent to

such new owner, then the subparagraph (ii) below shall apply.
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(b)

an for a period of ninety (90) days from the date on which the lenders
arc able to fully exercise their right (o posscss the Project or
cilectively gain control over operation of the Project in accordance
with the Financing Documents (subject to the APTRANSCO's right
under sub-section (iv) and Article 9.6), the lenders shall be entitled
to attempt to cure any Company Default (including, Without
Limitation, by selling or transferring the Project to a third party,
which shall only be with the prior consent of the APTRANSCO
which consent will not be unreasonably withheld, who shall have
ninety (90) days from the date of transfer to attempt to cure the
Company Default if such sale by itself does not effect such cure). If
the lenders or such third party are unable to cure such Company
Default by the end of the applicable periods specified above, then
the Termination Date shall occur at the expiration of such period;

(i) If a cure is effected in accordance with the procedures described in
(1) and (ii) above, on notification to the APTRANSCO by the
Company and reasonable verification by the APTRANSCO, the

termination notice shall be and will be deemed to be withdrawn on
the date of such cure

(iv)  Not withstanding anything contained in Article 9.5(a)(i) and (i)
above to the contrary, at all times during the continuance of a
Company Default and during which the Company maintains actual
possession and control over the Project, the Company shall use its
reasonable efforts to operate and maintain the Project as generally
required hereunder.

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

substitution of such third party as a party hereto in place of the
Company.

(vi)  The APTRANSCO shall, if so requested by the Company, give an
undertaking to the lenders or any agent or trustee acting on their
behalf in such form as they may reasonably require to perform the
obligations set out in this paragraph (a).

In the event that the Company gives a termination notice to the

APTRANSCO in accordance with Article 9.3, the APTRANSCO may

within ninety (90) days from the date it receives the termination notice

attempt to cure the APTRANSCO Default, which gave rise to the
termination notice. However, such cure period of ninety (90) days shall be

reduced to thirty (30) days in case of a termination notice due to a
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9.6

APTRANSCO Default under Article 9.1 {a). If such cure is effected, on
notification to the Company by the APTRANSCO and on reasonablc
verification by the Company, the termination notice shall be and will be
deemed withdrawn, or otherwise the Termination Date shall occur at the
expiry of such period.

(c) Any Party which has been served with a notice of tenmination urider Article
9.4 shall use all reasonable endeavours to cure the Company Default or the
APTRANSCO Default as the case may be, as soon as practicable. Both
Parties shall, save as otherwise provided herein, continue to perform their
respective obligations under this Agreement and shall not, whether by act or
omission impede or otherwise interfere with any Party's endeavours to cure

the Company Default or the APTRANSCO Default, as the case may be,
during such cure.

Right to Operate the Project

Notwithstanding anything in Article 9.5 (a) (i) and (ii) or otherwise in this
Agreement to the contrary, if the APTRANSCO gives a termination notice under )
Article 9.4 with respect to a Company Default, during the applicable cure period in
Article 9.5(a), neither the Company nor the Lenders under the Financing
Documents nor any third party to which the Project has been sold or transferred in
accordance with Asticle 9.5(a) are using all reasonable endeavours in the
assessment of the APTRANSCO to cure such Company Default as soon as
reasonably practicable, the APTRANSCO shall have the right, but not the
obligation, if for reasons of the security or integrity of the APTRANSCO's system
or security of supply, the APTRANSCO considers it necessary, upon seventy-two
(72) hours notice to the Company (a "Step-in Notice"),subject to the lender's
consent, to require the operator to operate the Project or, where the operator is
unwiiling or unable to do so, to operate the Project itself in accordance with
Prudent Utility Practice for such period(s) up to the date of any transfer of the
Project pursuant to a Buy-out or otherwise, as the APTRANSCO deems necessary,
at the expense of the Company. During such period of step-in, the APTRANSCQ's
payment obligations to the Company shall be restricted to the payment of 65 % of
Capacity Charges computed in the manner described in Article 5.2(b) except that
such charges shall be based (rather than on the Installed Capacity) on the capacity
which could reasonably be made available, by the APTRANSCO having regard to
the condition of the Project, but the APTRANSCO shall be responsible for all costs
of Fuel. The rights of the APTRANSCO under this Article 9.6 shall cease upon the
carliest of the cure of such Company Default, the transfer of the Project to a third
party pursuant to Article 9.5 (a) and the occurrence of the Termination Date.
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ARTICLE 10
FORCE MAJEURE

10.1  Force Majeure Events

For the purposes of this Agreement, Force Majeure means any act, event or
circumstance, or combination of acts, events or circumstances, which materially
and adversely affects the affected Party's performance of it's obligations pursuant to
the terms of this Agreement, but only if and to the extent that such acts, events or
circumstances are not within the affected Party's reasonable control, were not
reasonably foreseeable and could not have been prevented or overcome by the
affected Party through the exercise of reasonable skil] or care. Any act, event or
circumstance or combination thereof meeting the description of Force Majeure that
has the same effect upon the performance of any Contractor, which directly,
materially and adversely affects the performance by the Company or the
APTRANSCO respectively of their obligations in whole or in part under this
Agreement shall constitute Force Majeure with respect to the Company or the
APTRANSCO respectively. Where such performance is affected in part, after
applying any damages or compensation from the parties involved or insurance to
remedy the effect of such event, the affected Party shall not be relieved of the
performance of that part which is not so materially and adversely affected. Force
Majeure shall comprise the following acts, events and circumstances to the extent
that they or their consequences satisfy the above requirements.

(1) Political Force Majeure Events, which shall comprise the following acts,
events and circumstances.

() Act of war (whether declared or undeclared), invasion, armed
. conflict or act of foreign enemy, blockade, embargo, revolution, riot,
insurrection, civil commotion, act of terrorism or sabotage, in each

case occurring inside or directly involving India;

(2)  Any act, failure to act, restraint or regulation, of any Government
Agency (excluding actions that constitute remedies or sanctions
lawfully exercised as a result of breach by the Company of any Law
which is neither expropriatory nor discriminatory in nature),
comprising;

{a) any act, omission, regulation or restraint constituting a
Change in Law (as defined in Article 11.2);

(b)  any Change in Permits (as defined in Article | 1.3); or
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(c) the expropriation by any Government Agency or compuisory
acquisition of any shares in, or asscts or rights of, the
Company or its Contractors.

Strikes, lockouts or other labour difficulties, which are politically
motivated (rather than motivated primarily by a desire to improve
compensation or working conditions of those involved) or are
caused in whole or part by another event of Political Force Majeure
or are part of a nation-wide or regional strike, or other generalised
labour action occurring within India; {excluding such events which
are site specific and attributable to the Companyy);

Radioactive contamination or ionising radiation or chemical
contamination originating from a source in India or resulting from
another Political Force Majeure Event;

Any act, event or circumstance of a nature analogous to the
foregoing;

i) Non-Political Force Majeure events comprising the following acts, events
and circumstances;

(D

2

(3)

4)

(5)

(6)

7

Flood, cyclone, lightning, earthquake, drought, storm or any other
extreme effect of the natural elements;

Epidemic, or plague;
Fire or explosion.

Strikes, lockouts or other labour difficulties not iﬁcluded in Article
10.1(1) (3); (excluding such events which are site specific and

_ attributable to the Company)

Catastrophic failure of major components or equipment excluding
however, nommal wear and tear or inherent defects or flaws in
materials or equipment;

Air crash, shipwreck or trainwreck or loss of or damage to any
major component of the Project arising in the course of marine
transit other than due to the fault of the transporting party;

Any act, event or circumstance of a nature analogous to the
foregoing,

Provided, however, that for the ‘avoidance of doubt, lack of funds shall not be
construed as an event of Force Majeure.
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10.2

10.3

Notification Obligations, ete.

(a) Any Party claiming a Force Majeure event shall formally notify in writing
in the manner specified in (b) below and seek to satisfy the other Party of
the existence of such a Force Majeure event and shall use its reasonable
endeavour to resume performing its normal obligations as soon as possible
after the cessation of such a Force Majeure event.

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

(c) The Party claiming Force Majeure shall give notice to the other Party of;

1) The cessation of the relevant Force Majeure act, event or
circumstance; and,

i) The cessation of the effects of such Force Majeure events on the
enjoyment by such Party of its rights or the performance by it of its
obligations under this Agreement;

as soon as practicable after becoming aware thereof.
Mitigation: Co-operation: No obligation to settle Strikes

Any Party claiming Force Majeure shall use its reasonable efforts to mitigate and
overcome the effects of any act, event or circumstance of Force Majeure as soon as
practicable after the occurrence of a Force Majeure event, including through the
expenditure of reasonable sums of money, and to co-operate with the other Party to
develop and implement a plan of remedial and reasonable alternative measures to
remove the event of Force Majeure; provided, however, that no Party shall be
required under this provision, to settle any strike or other labour dispute on terms it
reasonably considers to be unfavourable to it. The Party claiming Force Majeure
shall furnish weekly written reports to the other Party with respect to its progress in
overcoming the effects of the act, event or circumstance of Force Majeure together
with such supporting documentation and information as the other Party reasonably
requires regarding the claim of Force Majeure.
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10.4  General Consequences of Force Majeure

Subject to the other provisions of this Agreement, no Party shall be in breach of its
obligations under this Agreement due to its failure or delay in performing its
obligations hereunder to the extent that such failure or delay has been caused by
One or more acts, events or circumstances of Force Majeure, for so long as such act,
event or circumstance or its effects are continuing and any dates specified herein
for such performance shall be extended to the extent necessary to compensate for
the delay which shall be on a day-for-day basis (unless the circumstances justify a
longer or shorter period); provided that if the Party claiming Force Majeure fails to

i i arty within the period and in the manner specified

in Article 10.2(b), such Party shall only be entitled to relief on account thereof from
the date it gives such notice.

Financial Consequences of Force Majeure

(a) The Company shall not be entitled to claim any adjustments for increased

costs incurred as a result of an event of Force Majeure except to the extent
provided in Article 11

b Except as provided in this Article 10.5, an act, event or circumstance of

Force Majeure shall not excuse the payment obligations of either Party
which shall be determined in accordance of the terms of this Agreement.

(c) Payments to the Company by the APTRANSCO in respect of periods of
Political Force Majeure shall be limited as follows:

() In case of any event of Politica] Force Maijeure affecting either Party
as per Article 10.1(i) (2) occurring after the COD of the Project
claimed by the affected party, the APTRANSCO shail pay, for each
Settlement Period for which such Force Majeure is in effect,
Capacity Charges, until the earlier of the (x} the date the effects of
such Political Force Majeure event cease to exist and (y) 180 days
from the date of commencement of such event. The Capacity
Charges shall be computed in the manner described in Article 5.2(b)
except such charges shall be calculated for the period only described
above and shalil be based (rather than on the Installed Capacity) on
the average Availability Declaration of the past 180 days (excluding
from such 180 day period any period of Force Majeure or Scheduled
Outages) or such lesser period in case the relevant data s not
available for a period of 180 days.

(i) On the occurrence of any other Political Force Majeure event
affecting either Party as per Article 10.1(i), occurring after the COD
of the Project, claimed by the affected party, the APTRANSCOQ
shall pay, for each Settlement Period for which such Force Majeure
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1s in effect, 75 % of Capacity Charges, until the carlier of the (x) the
date the effects of such Political Force Majcure event cease to exist
and (y) one hundred and cighty (180) days from the date of
commencement of such event. The Capacity Charges shall be
computed in the manner described in Article 5.2(b) except such
charges shall be calculated for the period only described above and
shall be based (rather than on the Installed Capacity) on the average
Availability Declaration of the past 180 days (excluding from such
180 day period any period of Force Majeure or Scheduled Qutages)
or such lesser period in case the relevant data is not available for a
period of 180 days.

(d) Non-Political Force Majeure affecting the APTRANSCO after Project COD

In case of any Non-Political Force Majeure event affecting the
APTRANSCO as per Article 10.1(ii) occurring after the COD of the
Project, the APTRANSCO shall pay, for each Settlement Period for which
such Force Majeure is in effect, 65% of the Capacity Charges, until the
earlier of the (x) date the effects of such Non-Political Force Majeure event
cease to exist and (y) one hundred and eighty (180) days from the date of
commencement of such event. The Capacity Charges shall be computed in
the manner described in Article 5.2(b) except such charges shall be
calculated for the period only described above and shall be based (rather
than on the Installed Capacity) on the average Availability Declaration of
the past 180 days (excluding from such 180 day period any period of Force
Majeure or Scheduled Outages) or such lesser period in case the relevant
data is not available for a period of 180 days.

(e) In case of Political Force Majeure Events described under Article 10.13G)X2)
affecting the Fuel supplier or transporter, which prevents delivery of Fuel to
the Project and for which the Fuel supplier or transporter is excused under
Fuel Supply Agreement(s), the APTRANSCO shall pay for each settlement
period’ for which such Force Majuere is in effect 65% of the Capacity
Charges, commencing, however, on the date 30 days after the date on which
a notice of commencement of such event is delivered by the Fue! supplier or
transporter to the Company under the Fuel Supply Agreement(s), as
communicated to the APTRANSCO and the APTRANSCO having satisfied
itself that the Company made best efforts to provide alternate fuel supplies
during this 30 day period, unti] the earlier of the (X) date the effects of such
Force Majeure Event cease to exist and (Y) one hundred and eighty (180)
days from 31st day of commencement of such event. The Capacity
Charges shall be computed in the manner described in Article 5.2(b) except
such -charges shall be calculated for the period only described above and
shall be based (rather than on the Installed Capacity) on the average
Availability Declaration of the past 180 days (excluding from such 180 days
period any period of Force Majeure or Scheduled Qutages) or such lesser
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period in case relevant data is not available for a pertod of 180 days.

10.6  Termination for Force Majeure

10.7

(a) Either Party may issue a notice of termination of this Agreement if (i} an
event of Political Force Majeure as described in Article 10.1(i) has
continued for more than one hundred and eighty (180} days or (ii) the
Company following damage to the Project resulting from such event fails or
is unable to or elects (subject to Article 10.7) not to restore the Project.
Such notice shall become effective twenty (20) days from the date of
issuance thereof (the "Termination Date").

(b) The APTRANSCO may issue a notice of termination of this Agreement if
the effects of a Non-Political Force Majeure Event as described in Article
10.1 (ii) affecting the APTRANSCO or Force Majeure affecting Fuel
supplier or transporter as described in Article 10.5(e) have continued for

~more than one hundred and eighty (180) days and the Company may issue a

notice of termination of this Agreement of the effects of a Non-Political
Force Majeure Event as described in Article 10.1(11) affecting the
APTRANSCO or Force Majeure affecting Fuel supplier or transporter as
described in Article 10.5(e) have continued for more than two hundred and
seventy (270) days. Such notice shall become effective twenty (20) days
from the date of issuance thereof (the "Termination Date™).

(c) Either Party may issue a notice of termination of this Agreement if (1) the
effects of a Non-Political Force Majeure Event as described in Article
10.1(ii) affecting the Company has continued for more than one hundred
and eighty (180) days or (ii) the Company following damage to the Project
resulting from such event fails or is unable to or elects (subject to Article
10.7) not to restore the Project. Such notice shall become effective twenty
(20) days from the date of issuance thereof (the “Termination Date").

Provided that in case of a Non-Political Force Majeure event affecting the
Company, Article 12 shail not apply to such termination and the Agreement
shall terminate at the end of the cure period specified in Article 10.6 (c)
without any liability to either Party.

Obligation to Restore Project

The Company shall not be entitled to relief under this Article 10 uniess, following
the occurrence of any damage or destruction of the Project arising from any event
of Force Majeure, the Company shall have used al} reasonable efforts to commence

. the restoration of such Project as soon as reasonably practicable taking into account

the circumstances of the Force Majeure and thereafter has diligently pursued such
restoration, unless (i) the damage or destruction to the Project constitutes a total or
constructive loss or (ii) the Project would be incapable following such repair of
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resuniing operition at the levels required under the Agreement; or (tii) such loss is
not insured against in whole or in part and the Company is unable despite its best

efforts 1o raise the necessary financing (taking into account any payments received
by the Company under this Agreement)
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1.1

11.2

11.3

ARTICLE 11
CHANGE IN LAW

Definition of Law

For the purposes of this Agreement. "Law" means the Constitution of India and any
act, rule, regulation, directive, notification, order or instruction having the force of
Law enacted or issued by any competent legislature or Government Agency.

Definition of Change in Law
For the purposes of this agreement, "Change in Law"” means
(1) any enactment or issue of any new Law,

(i1) any amendment, alteration, modification or repeal of any existing Law; or
any new or modified directive or order there under.

(ii))  any change in the application or interpretation of any Law by a competent
legislature or Government Agency in India which is contrary to the existing
accepted application or interpretation thereof, in each case coming into
effect after the date of this Agreement, provision for which has not been
made elsewhere in the Agreement.

Definition of Change in Permits -
For the purpose of this Agreement, "Change in Permits” means
(i) any failure or refusal to grant or renew any Permit (other than for Cause) or;

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

(i11)  the imposition {other than for Cause) of a requirement for a Permit which
did not exist as of the date of this Agreement, or

(iv)  the revocation or cancellation (other than for Cause) of any Permit;

Provided that any such change establishes requirements that are materially more
restrictive than the most restrictive requirements (A) in effect as of the date of this
Agreement, (B) specified in any applications for any Permit filed by the Company
or other documents filed in connection with such applications by the Company on
or before the date of this Agreement; or (C) agreed to by the Company in any
Financing Document or in any agreement with any contractor, supplier of Fuel or
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11.4

transporter of fuel, provision for which has not been made clsewhere in this
agreement,

Additional / Reduced Expenditures or Other lncreased / Reduced Costs due to
a Change in Law or Change in Permits

(a) Within sixty (60) days after the COD of the Project or the end of any Tariff
Year, the Company shall determine after accounting for the net economic
effects on the Company during the period prior to the COD of the Project
or, as the case may be, such Tariff Year of any Changes in Law or Changes
in Permits, based on an accounting conducted by an independent chartered
accountant reasonably acceptable to the APTRANSCO. If as a result of
such accounting, the Company suffers an increase in costs or a reduction in
after-tax cash flow or any other net economic burden which it would not
have experienced but for such Changes in Law or Changes in Permits
(takmg into account the reasonable costs of financing of any capital
improvement in the period prior to the COD of the Project or, as the case
may be, such Tariff Year), the aggregate economic effect of which exceeds
the equivalent of Rupees three (3) crores per 100 MW or pro-rata for any
part thereof during the period prior to the COD of the Project, and Rupees
one (1) crore per 100 MW or pro-rata for any part thereof during the period
after the COD of the Project, during any Tariff Year (excluding cost
adjustments in respect of Changes in Law or Changes in Permits from any
prior period), the Company may notify the APTRANSCO of any proposed
amendments to this Agreement required to put the Company in the same
economic position it would have occupied in the absence of such cost
increase, reduction in the net after-tax cash flow or any other economic
burden. Such notice shall be accompanied by a certification of the
Company's independent chartered accountant and a reasonably detailed
explanation of certification of an officer of the Company respecting the
basis for such net economic burden increase. The amount of any net
economic burden claimed by the Company shall be net of any insurance
proceeds Teceived in respect thereof.

(b) Within sixty (60) days after the COD of the Project or the end of any Tariff
Year, if after accounting as provided in subsection () for the net economic
effects on the Company during the period prior to the COD of the Project
or, as the case may be, such Taniff Year of any Changes in Law or Changes
in Permits, the Company experiences a reduction in costs or an increase in
after-tax cash flow or any other net economic benefit which it would not
have experienced but for such Changes in Law or Changes in Permits, the
aggregate economic effect of which exceeds the equivalent of Rs.3 crore per
100 MW or pro rata for any part thereof during the period prior to the COD
of the Project or Rupees one (1} crore per 100 MW or pro-rata for any part
thereof, following the COD of the Project, during any tariff Year, the
Company shall provide to the APTRANSCO results of such accounting
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(d)

(e)

together with a certificate of the independent chartered accountant and the
APTRANSCO, in response thereto, may notify the Company of any
proposed amendments to this Agreement required in its good faith
Judgement to put the Company in the same economic position it would have
occupied in the absence of such cost reduction, increase in the net after-tax
cash flow or any other economic benefit. Such notice shall be accompanied
by a reasonably detailed explanation of a certification of an officer of the
Company respecting the basis for such decrease.

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

As soon as practicable during the period prior to the COD of the Project or
any Tariff Year after the Company becomes aware of any Change in Law or
Change in Permits which could reasonably be expected to give rise to an
increase/reduction in costs or reduction/increase in after-tax cash flow
pursuant to paragraph (a) and (b), the Company shall provide an interim
notice thereof to the APTRANSCO describing, to the extent possible, the
expected effect on the costs and the cash flow of the Company. The
Company shall consult with the APTRANSCO regarding such increased
cxpenditures and the Company shall use all reasonable efforts to implement
the APTRANSCO's recommendations, if any, to minimise such increased
expenditures consistent with Prudent Utility Practices and the Company's
obligations under this Agreement. If prior to the end of any Tariff year the
Company demonstrates on the basis of a certification of its chartered
accountant that any Change in Law or Change in Permits would result in the
Company's being unable to meet its payment obligations to its lenders under
the Financing Documents on a cument basis, then in addition to the
Company’s rights under sub-section (2) but notwithstanding the time period
for exercising such rights specified therein, the Company shall be entitled to
propose amendments to this Agreement as provided in subsection (a) and
the Parties shall consider such proposal as provided in subsection (e) below,
provided that any benefits which the Company is eligible to receive under
subsection (2} shali be reduced by any benefits received by the Company
prior to the end of the relevant period under this subsection.

Within thirty (30) days after receiving any proposal pursuant to paragraph
(2), (b) or (d), the Parties shall meet and agree on either amendments to this
Agreement or alternative arrangements to implement the foregoing. If no
such agreement has been reached within ninety (90) days after any meeting
pursuant to Article 11.3 (a), (b) or (d), as the case may be, the proposals of
the Parties shall be submitted to the independent chartered accountant
referred to in paragraphs (a), (b) and (d), as the case may be. b
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12.1

12.2

12.3

12.4.

12,5

ARTICLE 12
BUYOUT

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

(a) The occurrence of a Termination Date as a result of a termination notice
issued by the APTRANSCO pursuant to a Company Default which
becomes effective in accordance with Article 9.5(a);

(b) The occurrence of a Termination Date as a result of a termination notice

issued by the Company pursuant to a APTRANSCO Default which
becomes effective in accordance with Article 9.5(b);

{c) The occurrence of a Termination Date as a result of any event of Political
Force Majeure pursuant to Articles 10.6 (a);

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

Remedies to the Company

If a Buyout Event under Article 12.1(b),(c) or (d) occurs, the Company may
require the APTRANSCO to purchase the Project upon giving the APTRANSCO a

notice of the same (the "Buyout Notice") at the "Buyout Price" as defined in
Schedule G.

Remedies of the APTRANSCO

In case of a Buyout Event described in Article 12.1(a), (¢} or (d) (and in case of a
Buyout Event described in Article 12.1(a), subject to the lenders cure rights as set
forth in Article 9.5), the APTRANSCO shall have the right to purchase the Project
upon giving the Company notice of the same (the "Buyout Notice"} at a "Buyout
Price" as defined in Schedule G. o

Buyout Price

The Buyout Price shall be as determined in Schedule G.

Independent Appraiser

The Buyout Price shall be determined in accordance with Schedule G by an
internationally recognised accounting firm listed in Schedule C hereto (the
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“Independent Appraiser) appointed in accordance with paragraph 4 (a) of
Schedule G. All fees and expenses of any technical or other consultants which the
Independent Appraiser reasonably believes are necessary to retain, shall be paid by
the Party other than the Party validly claiming the Buyout Event.

B @
(JEAY _ -~
PR RAMA RAO
g, " G ~ o n) \Ig.jre:?for ('Technfcal)_
pra ' '\t ; o . GVK ‘ndus"ias Ltd.

56




PES—

ARTICLE 13
NOTICES

13.1  Delivery

Except as otherwise expressly provided in this Agreement. all notices or other
communications which are required or permitted hereunder shall be in writing and
sufficient if delivered personally or sent by registered or certified mail, tele fax,
telex or telegram addressed as follows:

If to the Company:

Attention: Chairman,
M/s GVK Industries Limited,
Paigah House, 156-159,
Sardar Patel Road,
Secunderabad - 500 003.

Telex No. --

Tele Fax No. 040 - 27902665

Telephone 040 — 27902663 / 27902664

If to the APTRANSCO:

Attention: Chairman and Managing Director
Transmission Comoration of A.P. Ltd.,
Vidyut Soudha, Hyderabad - 500 082,
India.

Telex No. 0425 - 6318 APSEB IN

Tele Fax No 040 - 23393317

Telephone 040 - 23317643

All notices or communications given by telefax, telex or telegram shall be
confirmed by depositing a copy of the same in the post office in an envelope
properly addressed to the appropriate party for delivery by registered or certified
mail. All notices shall be deemed delivered upon receipt.

13.2  Address Changes

Any Party may by notice change the address and/or addresses to which such notices
and communications to it are to be delivered or mailed.
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ARTICLE 14
ARBITRATION

Informal Dispute Resolution:

(a)

(b)

(c)

Each Party shall designate in writing to the other Party a representative who
shall be authorised to resolve any dispute arising under this Agreement in
an equitable manner,

If the designated representatives are unable to resolve the Dispute under this
Agreement within 15 days, such Dispute shall be referred by such
representatives to a senior officer designated by the Company and a senior
officer designated by the APTRANSCO, respectively, who shall attempt to
resolve the Dispute within a further period of 15 days.

The Parties hereto agree to use their best efforts to attempt to resolve all
Disputes arising hereunder promptly, equitably and in good faith, and
further agree to provide each other with reasonable access during normal
business hours to any and all non-privileged records, information and data
pertaining to any such Dispute.

Arbitration:

(a)

®)

In the event that any Dispute is not resolved between the Parties pursuant to
Article 14.1, then such Dispute shall be settled exclusively and finally by
arbitration. It is specifically understood and agreed that any dispute that
cannot be resolved between the parties, including any matter relating to the
interpretation of this Agreement, shall be submitted to arbitration
irrespective of the magnitude thereof, and the amount in dispute or whether
such dispute would otherwise be considered justifiable or ripe for resolution
by any court or arbitral tribunal. This Agreement and the rights and
obligations of the Parties hereunder shall remain in full force and effect
pending the award in such arbitration proceedings, which award shall
determine whether and when termination of this Agreement if relevant shall
become effective.

Each arbitration shall be conducted in accordance with the arbitration ruies
of the United Nations Commission on International Trade Laws from time
to time (the “Rules”) except to the extent the rules conflict with the
provisions of this Article 14.2 in which event the provisions of this Article
14.2 shall prevail. Any award rendered pursuant to arbitration hereunder
shall be a “foreign award” within the meaning of the Arbitration and
Conciliation Act, 1996 (the “Act”) to the extent consistent with such Act.
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(c)

(d)

(e)

ty

(8)

(h)

Each arbitral tribunal shall consist of three arbitrators. Each party shall
appoint one arbitrator for cach arbitration, and the arbitrator appointed,
within thirty (30) days after the appointment of the second arbitrator, shall
appoint the third arbitrator for such arbitration, or if the two arbitrators
cannot agree, the third arbitrator shall be appointed in the manner specified
in the Arbitration and Conciliation Act, 1996. No arbitrator shall be a
present or former employee or agent of, or consultant or counsel to, either
Party or any affiliate of either Party, or in any way related or closely
connected with the promoters, partners, or beneficiaries of the Parties.

Each arbitration shall be conducted in New Delhi, India. The Parties agree,
to the fullest extent permitted by law, to waive any right of application to
any court or tribunal of competent jurisdiction in connection with any
question of law arising in the course of any arbitration, including any

arbitration within the provisions of the Act or with respect to any arbitration
award.

The language to be used on all written documents provided in each
arbitration and in all arbitration proceedings shall be English.

Any decision or award of an arbitral tribunal appointed pursuant to this
Article 14.2 shall be final and binding upon the Parties and shall be sole and
exclusive remedy between the Parties regarding any claims, counterclaims,
issues or accountings presented or pled to the arbitrators. The Parties waive
any rights to appeal or any review of such award by any court or tribunal of
competent jurisdiction. The Parties agree that any arbitration award made
may be enforced by the Parties against assets of the relevant Party,
wherever those assets are located or may be found, and judgment upon any
arbitration award may be entered by any court of competent jurisdiction
thereof. The Parties expressly submit to the jurisdiction of any such court.

All arbitration awards shall be denominated in Indian Rupees. If the
arbitration award (or part thereof) consists of any currency other than Indian
Rupees, then the award (or part thereof) shall be converted to Indian Rupees
based on the applicable market rate (s} of foreign exchange, not exceeding
such TT selling rate(s) as published by the State Bank of India on the date
of such payment. Interest at a rate equal to the Working Capital Rate plus
two percent (2%) shall be due and payable to the Party on receipt of an
arbitrition award from the date thirty (30) days after the date such award is
made pursuant to this Arficle 14.2 through the date of payment.

Any arbitration proceedings or award rendered hereunder and the validity,
effect and interpretation of this Article 14 shall be governed by the laws of
India and (to the extent applicable) the New York Conversion on the
Recognition and Enforcement of Arbitral Awards, June 10, 1958, to which
England and India are parties.

tutp b

V. RAMA RAO
oMl 59 Dractor (Tochalcal

glenyint 1R e BTN




1

[ran———

14.3

63 The Parties agrees that any amount duc under this Article 14.2 shall be duc
as a separate debt and shall not be affected by or merged into any judgement
being obtained for any other sum due under or in respect of this Agreement.

No Arbitration of Buyout price:

Nf)twithstanding the generality of the provisions of Articles 14.1 and 14.2 any
determination of the Buyout Price described in Schedule G shall be made
exclusively by the Independent Appraiser in accordance with Article 12.5, and

neither Party shall have the right to cause any such determination to be resolved by
arbitration or otherwise.
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15.1

15.2

15.3

15.4

ARTICLE 15
SPECIAL PROYISIONS

Variations, Waivers and Modifications

No variation, waiver or modification of any of the terms of this Agreement shall be
valid unless communicated in writing and signed by or on behalf of the Parties.

Severability

The invalidity or unenforceability, for any reason, of any part of this agreement
shall not prejudice or affect the validity or enforceability of the remainder.

Assignment

Neither Party shall assign or part with any of its rights or obligations under this
Agreement to any third party, except as expressly contemplated in Article 9, or this
Article 15.3 without the prior approval in writing of the other Party. For the
purpose of obtaining financing for the Project, the Company may assign or create
security over its rights and interests under or pursuant to this Agreement. The
APTRANSCO shall execute all such consents to assignment and/or
acknowledgements of any security created in accordance with this Article 15.3, and
shall deliver such opinions of counsel regarding the same, as are reasonably
requested by the Company to give effect to the foregoing.

The Company acknowledges and accepts that APTRANSCO shall be entitled to
assign all its rights, duties obligations and responsibilities under this Agreement to
the distribution licensees namely the four distribution Companies (a) Central Power
Distribution Company of AP Ltd., (APCPDCL) (b) Southern Power Distribution
Company of AP Ltd., (APSPDCL) (c) Eastern Power Distribution Company of AP
Ltd., (APEPDCL) (d) Northem Power Distribution Company of AP Ltd.,
(APNPDCL) either or any successor company of APTRANSCO wholly or partly
and to one or more of them and in such manner as may be agreed to between
APTRANSCO and the said distribution Companies with the approval of APERC,
and in such an event the assignee Company or Companies shall be the party to
fuifill all the terms and conditions and obligations on the part of APTRANSCO
assumed under this Agreement.

No Waiver

The failure of any Party to insist in one or more instances upon the strict
performance of any of the provisions of this Agreement or to take advantage of any
of its rights hereunder shall not be construed as a waiver of any such provisions or
relinquishment of any such rights but the same shall continue in full force and
effect.

fo, &
h [+ @ V. RAMA RAO
- Director (Technical)
p. M. ¥ GANTHI GVK tndustries Ltd,

Yortyng
|!3|’"£f.'."f [EAr



RS

L BN BN B BN BN BN BN BN BN BN BN BN BN BN BN BN BN BN B BE BN BN BN AN BN BN BN X 1

15.5 Mnutual Agreement

Unless the context otherwise requires, cvery arrangement, procedure or any other
matter which is, under any of the provisions of this Agreement, required to be
mutually agreed upon between the Parties, shall be concluded by a written
agresment between the Parties not later than the date specified in the concerned
clause of this Agreement and where no such date has been specified, not iater than
the later of the date of Financial Closing and thirty (30) days after the date upon
which either Party first requests such matter to be agreed.

15.6 Governing Law

Except as provided in Article 14, this agreement shail be governed by, and
construed in accordance with, the Laws of India as in effect from time to time.

15.7  Waiver of Immunity

The APTRANSCO and the Company are subject to civil and commercial law with
respect to their obligations, under this Agreement. The execution, delivery and
performance hereof by the Parties constitutes (for the purpose of the Foreign
Sovereigns Immunities Act of USA, applicable Indian Law and otherwise) private
and commercial acts rather than governmental or public acts. To the extent that the
APTRANSCO or the Company may claim in any jurisdiction for itself, or any of its
assets or revenues, immunity from a suit, execution, attachment (whether in aid of
execution, before judgement or otherwise) or other legal process or to the extent
that in any jurisdiction there may be attributed to the APTRANSCO or its assets or
reserves any such immunity (whether claimed or not) the APTRANSCO and the
Company hereby agree not to claim and irrevocably waive such immunity.

15.8  Limitation of Liability

Subject to any express liability provided for in this Agreement, but notwithstanding
any other provisions hereof, neither Party shall be liable in any circumstances
whatsoever to the other Party, whether under this Agreement, or at law, for any
special, indirect, incidental or consequential loss or damage of any nature arising at
any time, including without limitation loss of profit or revenue, loss of use (whether
full or partial) of any equipment, facility or property, loss of production, loss of
contracts, loss of goodwill, loss of productivity and/or loss of anticipated savings.
Notwithstanding any other provision of this Agreement, the remedies of the
APTRANSCO under the definition of Scheduled Date of Completion and in
Articles 3.6 and 7.1(g) and the Company's remedies under Article 7.2(a) shall be in
place of and to the exclusion of any other remedy which that Party may have in
relation to any damage, loss or liability it may suffer or incur under such Articles
and under Article 7.1 (i). :
b
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15.9

15.11

General Indemnity

Each Party shall indemnify and hold harmless the other Party from any and all
claims, proceedings, demands, Judgements, losses, damages, costs, charges,
expenses and liabilities of whatever kind and nature for personal injury, death to
persons and damage to property arising out of any negligent or intentional act or
omission of the indemnifying Party in connection with this Agreement.

Security Deposit ,

Notwithstanding any other provision of this Agreement, the Company shall submit
a Security Deposit in form of a Bank Guarantee for an amount equivalent to 1% of
the cost estimate of the Project substantially in the form attached hereto as
Schedule 'K’ within 30 days after the conclusion of this Agreement failing which
this Agreement will be terminated by the APTRANSCO without further notice or
lability of any kind to the APTRANSCO, forfeiting the Earnest Money Deposit.
Such Bank Guarantee shall be issued for a minimum period of one (1) year and
shall be renewed each year by the Company not less than 30 days prior to the
expiration thereof for additional minimum period of one (1) year; provided that the

Bank Guarantee shall expire 30 days afier the Commercial Operation Date of the
Project.

Relationship to Other Agreements

Except as expressly set forth herein and save to the extent otherwise expressly
agreed in writing by the Parties, this Agreement contains the entire agreement of
the Parties respecting the subject matter hereof and supersedes any prior conflicting
or inconsistent written or oral agreements or understandings of the Parties with
respect thereto, including Without Limitation in any submittals, representations,
statements and documents submitted or created by the APTRANSCO or the
Company with respect thereto.

FOR AND ON BEHALF OF
M/s GVK INDUSTRIES LIMITED

WITNESSES ) ' b M ewehug

0y
(2)

WITNESSES
1) Poe—"Tgp 1™

v |
(2) \-)?Lsa_u,_._s,_a ' L A S T

St e ] (Bwersivbe o) V. RAMA RAO

Director (Technical}

@& J_?(; GVK Industries Ltd.
Wi .

V2Ll p o I8 (R
(B v, g FOR AND ON BEHALF OF
TRANSMISSION CORPORATION OF ANDHRA PRADESH LIMITED

W;’E 4. 200
P. M. K GANDHI
N pizchsieliomin
T. P A CWA KA o

SE|2Qc

63




...........Q...............Q........Q....‘,L,_.N!

—)

(i)

(ii)
(iii)
(iv)

Schedule A
TECHNICAL LIMITS

{Details under the headings listed in paragraphs | and 2 will be provided by the

APTRANSCO and the Dynamic Parameters shall be provided by the Company finalisation
of the EPC contract] :

1. APTRANSCO System Parameters

Frequency and voltage fluctuatiors

(a)  permitted short term frequency excursions
(b}  permitted short term voltage variation

(c) permitted combined short-term simultaneous frequency excursions
and voltage variations

Subsynchronous reactance/resonance
Short circuit

Basic insulation leveis (BIL)

2. APTRANSCO Grid Requirements

)] Maximum levels of harmonics that the Project may impose on the Grid
System

(i)  Phase voltage unbalance

(i)  Negative phase sequences

(iv)  Unsystematical faults (C.J. 2)

) Fault clearance time

(vi)  Breaker back-up protection

(vi1)  Protection dependability

(viii}  kV line breakers

(ix)  Protective equipment and settings

(x) Short circuit ratio

(x1)  Automatic voltage regulation system and load frequency control
3. Dynamic Parameters

The Dynamic Parameters are the essential operating characteristics which will

define the limits within which a Unit or the Project is required to operate during
normal operation. :

The Dynamic Parameters of each Unit and the Project will initially be those
projected in the EPC Contract. During testing under the EPC Contract, the
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Company will establish Dynamic Parameters and it will supply details of these to
the APTRANSCO. Subject to the Dynamic Parameters being adjusted and verified
prior to the COD of Project, the Dynamic Parameters established by the Company

shall replace those projected in the EPC Contract and shall be deemed incorporated
into this Schedule.

The Dynamic Parameters shall comprise :

(1) nominal capacity ;

(ii) starting conditions ;

(iii)  minimum load;

(iv)  reactive power capability;

V) minimum notice to synchronisation;

(vi)  minimum block load on synchronisation;
(vii}  maximum run-up dates and loading rates;
(vii)) normal maximum unioading rates;

(ix)  turbine governor over speed trip;

x) voltage control range and

(xi)  genecrator protection settings.
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Schedule B
ELECTRICITY (SUPPLY) ACT, 1948
(AS AMENDED UP TO ACT NO.50 OF 1991 W.E.F. 15.10.1991)

Definitions:

(1)
(2)

(3)

(3-A)

4

(4-A)

(5

(6)

(7

"Authority" means the Centrat Electricity Authonty constituted under Section 3:

"Board" means State Electricity Board constituted under Section 3; read with
section 13 of APER Act 1998 (Act 30 of 1998).

"Bulk-licensee” means a licensee who is authorized by his license to supply
Electricity to other licensees for distribution by them;

"Competent Government” means the Central Government in respect of a
Generating Company wholly or partly owned by it and in all other cases the
Government of the State in which the generating station of a Generating Company
is located or proposed to be located;

"Controlled Station" means a generating station designated in the scheme
sanctioned under Chapter-V as a controlled station;

"Generating Company" means a Company registered under the Companies Act,

1956 (1 of 1956) and which has among its objects the establishment, operation and
maintenance of generating stations;

"Generating Station" or "station" means any station for generating electricity,
including any building and plant (with step-up transformer, switch-gear, cabies or
other appurtenant equipment, if any) used for that purpose and the site thereof, a
site intended to be used for a generating station, and any buildings used for housing
the operating staff of a generating station, and where electricity is generated by
water-power, includes penstocks, head and tail works, main and regulating

reservoirs, dams and other hydraulics works, but does not in any case include any
sub-station;

“Licensee” means a person licensed under Part II of the Indian Electricity Act, 1910
(9 or 1910), to supply energy or a person who has obtained sanction under Section
28 of that Act to engage in the business of supplying energy but, the provisions of
Section 26 or 26-A of this Act notwithstanding does not include the Board or a
Generating Company);

“main transmission lines" means all high pressure cables and overhead lines (not
being an essential part of the distribution system of a licensee) transmitting
electricity from a generating station to another generating station or sub-station,
together with any step-up and step-down transformers, switch-gear and other
works necessary to and used for the control of such cables or overhead lines, and
such buildings or part thereof as may be required to accommodate such
transformers, switch-gear and other works and the operating staff thereof;
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)

(8-A) "power system"

®

(9-A) "Regional Electricity Board" means an

(9-B)

(10)
(11)

(11-A) "sub-station”

{(11-B) "tie-line" means a line for

(12)

(13)

(14)

(15)

"maximum demand” in relation of any period shall, unless otherwise provided in
any general or special order to the State Government, mean twice the largest

number of kilowatt-hours or kilo-volt-ampere-hours supplied and taken during any
consecutive thirty minutes in that period;

means a system under the control of the Government or any Board
or Generating Company or other agency and having one or more -

() Generating station; or

(i}  main transmission lines and sub-stations; or

(i) Generating station main transmission lines and sub-stations;

"Prescribed" means preseribed by rules made under this Act;

y of the Boards as constituted immediately
before the commencement of the Electricity Laws (Amendment) Act, 1991, by

resolution of the Central Government for ensuring integrated operation of
constituent system in the region;

"Regional Load Despatch Centre" means the Centre so designated where the

operation of each of the Regional Electricity Grids constituting the country’s power
system is co-ordinated;

"Regulations” means regulations made by the Board under Section 79;

"Reserve Bank" means the Reserve Bank of India;

means a station for transforming or converting electricity for the
transmission or distribution thereof and includes transformers, converters, switch-
gear, capacitors, synchronous condensers, structures, cables and other appurtenant

equipment and any buildings used for that purpose and the site thereof, a site

intended to be used for any such purpose and any buildings used for housing the
staff of the sub-station:

the transfer of electricity between two power systems

together with switch-gear and other works necessary to, and used for the control of

such line;

“transmigsion lines" means all works mentioned in sub-section (7) used wholly or
partially for the purposes of distribution;

"year" means, in relation to the Board, or a generating company, the year
commencing on the Ist day of April;
“year of account” means, in relation to a licensee, his financial vear;

other expressions have the meanings respectively assigned to them in the Indian
Electricity Act, 1910 (9 of the 1910).
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INDIAN ELECTRICITY ACT, 1910
(AS AMENDED UP TO ACT NO.50 OF 1991 W.E.F. 15.10.1991)

Definitions :

(a)

(b)

(c)

(d)

(e)

Ol

(g)

(h)
(i)

"appropriate Government” means in relation to any work or electric installations
belonging to, or under the control of, the Central Government or in relation to any
mines, oil-fields, railways, acrodromes. telegraphs, broadcasting stations and any

works of defence, the Central Government, and in any other case, the State
Govermment;

“area of supply" means the area within which along a licensee is for the time being
authorized by this license to supply energy;

“consumer" means any person who is supphed with energy by a licensee or the
Government or by any other person engaged in the business of supplying energy to
the public under this Act or any other law for the time being in force, and includes
any person whose premises are for the time being connected for the purpose of

receiving energy with the works of licensee, the Government or such other person,
as the case may be;

"daily fine" means a fine for each day on which an offense is continues after
convictions therefor;

“distributing main" means the portion of any main with which a service line is, or is
intended to be, immediately connected;

“electric supply-line" means a wire, conductor or other means used for conveying,
transmitting or distributing energy (whether by overhead line or underground
cable), together with any casing, coating, covering, tube, pipe or insulator
enclosing, surfounding or supporting the same or any part thereof, or any apparatus
connected therewith for the purpose of so conveying, transmitting or distributing

such energy and includes any support, cross-arm, stay, strut or safety device erected
or set up for that purpose;

"energy" means electrical energy -
(i) generated, transmitted or supplied for any purpose, or
(1)  used for any purpose except the transmission of a message;

"licensee” means any person licensed under Part 11 to supply energy;

"main" means any electric supply line through which energy is, or is intended to be,
supplied to the public;
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(k)
)
(m)

(n)

(o)

2)

"overhead line" means an electric supply-line which is placed above ground and in
the open air but does not include live rails of a traction system;

"prescribed” means prescribed by rules made under this Act;
“public lamp" means prescribed by rules made under this Act;

"service-line" means any electric supply-line through which energy is, or is
intended to be, supplied (i) to a single consumer either from a distributing main or
immediately from the supplier's premises, or (i) from a distributing main to a
group of consumers on the same premises or on adjoining premises supplied from
the same point of the distributing main;

"State Electricity Board" in relation to any State means the State Electricity Board,
if any, constituted for the State under Section 5 of the Electricity (Supply) Act,
1948 (54 of 1948), and includes any Board which functions in that State under
Sections 6 and 7 of the said Act;

"street” includes any way, road, lane, square, court, alley, passage or open space,
whether a thoroughfare or not, over which the public have a right of way, and also
the roadway and footway over any public bridge or causeway; and

"works" includes electric supply-line and any building, plant, machinery, apparatus
and any other thing of whatever description required to supply energy to the public
and to carry into effect the objects of a license or sanction granted under this Act or
any other Law for time being in force.
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Schedule C
INDEPENDENT APPRAISER
The Independent Appraiser shall be selected from the following list :
- Arthur Andersen & Company

- Coopers & Lybrand

Emst & Young

KPMG Peat Marwick
- Price Waterhouse LLP

If any or all of the above firms cease to exist at any point of time, other firms may be
added by Mutual Agreement.

If any of the above firms is in any capacity providing services to the Parties and their
associate/ subsidiary companies (for example, such as consultancy, audit, taxation advice,
elc.), such firm will not be considered eligible to act as Independent Appraiser.

If the Independent Appraiser is required to be appointed for any reason other than that
specified in paragraph 4 (a) of Schedule G, it shall be appointed by the Parties within
fifteen (15) days following the application of either Party and otherwise using the
procedure and on the same terms as set out in paragraph 4(a) of Schedule G.
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Schedule D

SCHEDULING, CO-ORDINATION AND DESPATCH PROCEDURES

Pre-Commissioning Period

1.1

1.2

1.3

1.5

Within one month of the date of signing of this Agreement, the Company
shall. submit to the APTRANSCO a detailed monthly schedule of
implementation of the Project. This schedule shall conform to the
Scheduled Date of Completion of each Unit and shall be periodically
updated by the Company to the extent required due to delays, events of

Force Majeure, or other unanticipated events requiring changes to such
Schedule.

For the period prior to the Commercial Operation of the Project, (the "Pre-
Commissioning Period") the Company shall submit to the APTRANSCO
monthly status reports on the project. These status reports shall compare
the progress on the Project vis-a-vis the implementation schedule provided
pursuant to Section 1.1 above. At the APTRANSCO's request, the
Company shall also provide the APTRANSCO with a reasonable
opportunity to meet with personnel of the Company to discuss any such
monthly status report.

The Company shall afford the APTRANSCO the reasonable opportunity to
visit the site during regular business hours upon at least twenty-four (24)
hours notice to the Company, provided that the representatives of the
APTRANSCO shall abide by all site rules applicable to the Company's and
its contractors personnel and shall not interfere with on-going construction
activities.

Each party will identify one executive for monitoring the progress of the
Project’ during the Pre-Commissioning Period and for any other co-
operation which may be necessary.

The APTRANSCO will during the Pre-Commissioning Period, provide the
Company and the lenders under the Financing Documents with quarterly
status reports in reasonable detail on the progress of the design, financing,
construction and commissioning of the Inter Connection Facilities and will
afford their representatives the reasonable opportunity to visit the Inter
Connection Facilities during regular business hours upon at least twenty-
four (24) hours notice to the APTRANSCO, provided that the
representatives shall abide by all site rules applicable to the APTRANSCO's
employees and contractors and shall not interfere with ongoing construction

activities. ‘ _
by
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2.5

Post-Commissioning Period

At least sixty days (60) prior to the Scheduled Date of Completion of the Project,
¢ach Party shall nominate one exccutive for co-ordination regarding the operation
of the Project. The role of these executives would be to jointly:

(a) Determine the annual plan for Scheduled Outages in accordance with
Sections 2.3 1o 2.5 below;

b) Undertake dispute resolution as per Article 14.1 (a) of this Agreement

(c) Receipt of bills and verification of the same in accordance with Article 5 of
this Agreement;

(d) Nominate the representatives of each Party to deal with the issues relating to
metering in accordance with Article 4 of this Agreement,

(e) Undertake any other géneral co-ordination required.

At least one month prior to the Scheduled Date of Completion, each Party shall

nominate one serior executive for dispute resolution as per Asticle 14,1 (b) of this
Agreement.

The Company shall by March 31 {or at least sixty (60) days prior to the
Commercial Operation Date of the Project) and each succeeding March 31
thereafter, submit to the APTRANSCO its proposed schedule of Scheduled
Outages for the twelve (12) month period commencing on July 1 through June 30
of the following year or such shorter period from the Commercial Operation Date
of the Project through June 30 of the following year; provided that the Company
will use its reasonable endeavour not to schedule any Scheduled Qutages during the
months of November to July, unless otherwise agreed by the APTRANSCO or
unless required to comply with the Technical Limits, Prudent Utility Practices, or
other requirements of any construction contract for the project or any manufacturer
of major components of the Project for maintaining in effect any guarantees with

respect to the Project or for achieving the level of Project performance required
under this Agreement.

On or prior to May 1, the APTRANSCO shall agree to the final schedule of
Scheduled Outages submitted by the Company provided that if the APTRANSCO
fails, within the foregoing period, to object to any Scheduled Outage of which it
recetves notice or fails within such period to advise the Company of a substitute
time, the Company may adhere to its schedule of Scheduled Outages. In case the
APTRANSCO proposes any amendments (o the Company's schedule of scheduled
outages, the Company and the APTRANSCO shall then endeavour to agree upon a
revised schedule of Scheduled Outages within fifteen (15) days.

If the APTRANSCO does not accept any one or more of the proposed Scheduled
Outages proposed by the Company, the APTRANSCO shall, by the date referred to
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2.7

in Section 2.4 above advise the Company of a time when the APTRANSCO
determines any such unacceptable Scheduted Qutage can be rescheduled and the
Company shall reschedule such outage unless (subject to the proviso of Section 2.3
above) (a) such rescheduled outage would begin or end in a different Tariff Year,
(b) such rescheduled outage is not in accordance with the Technical Limits,
Prudent Utility Practices, or the requirements of any construction contractors for
the Project and/or any manufacturer of major components of the Project for
maintaining in effect any manufacturer's guarantees with respect to the Project or
for achieving the levels of Project performance, operating procedures and
parameters required under this Agreement or (c} the APTRANSCO otherwise
agrees.

The APTRANSCO may, upon sixty (60) days notice prior to any Scheduled
Outage, request that such Scheduled OQutage be rescheduled giving the reasons for
such request and the Company shall, unless it has reasonable grounds for objection,
comply with such requests consistent with the proviso under Section 2.5 above.

Availability, Testing and Monitoring

2.7.1 The APTRANSCO may from time to time after the Commerctal Operation
Date of the Project (but not more frequently than once every twelve (12)
months for Project) require the Company to demonstrate the Project's
reliable capacity in accordance with the procedures for such iesting
followed in the original testing of the Project as per Schedule F. Such test
shall be conducted upon not less than seven (7) days notice and not during
any period when the Unit to be tested is due to undergo Scheduled Outage
or during any period of Force Majeure. The APTRANSCO shall be entitled
to be present and to receive and verify the results of such test. If such test
fails to demonstrate that the Company is capable of reliably achieving as at
the Project COD the Installed Capacity, the Company shall not be entitled
to issue an Availability Declaration in excess of the demonstrated level
unless and until it has conducted a re-test which demonstrates the reliable
capacity and the Installed Capacity shall be reduced until a subsequent re-
test conducted in accordance with this paragraph demonstrates a higher
Installed Capacity.

2.7.2 The APTRANSCO may from time to time issue a notice to the Company
upon one (1) hour's notice requiring it to demonstrate over a limited period
(not exceeding ten (10} hours) the Project's capability to achieve a specified
level of capacity which is equal to the Declared Capagity in the Company's
then-existing Availability Declaration. In response to such a notice, the
Company shall either generate energy equivalent 1o the level of capacity
specified in the APTRANSCO's notice or promptly redeclare its Declared
Capacity in a further availability notice which is less than the specified level
of capacity. If the Company fails to so generate electricity or redeclare its
Declared Capacity, the Company shall be deemed not to have complied
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2.7.3 If the Project fails re

with the APTRANSCO's request and shall, save as otherwise provided

herein, be treated as a Misdeclaration of Availability thereby incurring the
penaltics associated with the same.

peatedly over a sustained period of six (6) or more
months to meet the Prescribed Parameters on the basis of tripping of
protective devices on the APTRANSCOs side of the Inter Connection Point
directly caused by material non-performance of the Project, or 1o deljver
Availability Declarations (accounting for any Misdeclaration of
Availability) equivalent to at least 90% of the Installed Capacity claimed by
the Project during any month (other than for reasons of Scheduled Qutages,

identified causes of power reductions, Force Majeure, or an act or omission

of the APTRANSCO), the APTRANSCO may request that the Company

conduct reasonable performance tests to identify the cause of such reported

failures. The APTRANSCO may request that such test be conducted (at the

Company's expense) not more frequently than once per year.

Despatch Procedures and Availability Declarations

3.1

3.2

3.3

Despatch of the Project will be controlled by the appropriate Load Despatch
Centre of the TRANSCO or the Regional Electricity Board/TRANSCO’s.
The TRANSCO will identify and notify the Company regarding the
appropriate body and the names of the designated officers for the despatch
of the Project at least one month prior to the Scheduled Date of Completion
of theProject. Within one week of receipt of such notification, the

Company shall notify the names of its designated officers to recejve the
despatch,

The nominated executives will despatch the Project in accordance with
Section 2.4 above, this schedule and the merit order operation of the grid.
A Despatch Instruction can either be conveyed orally or in writing (by fax
or otherwise) provided that each oral despatch instruction will have to be
confirmed in writing within eight (8) hours. The receipt of any Despatch

Instruction will be acknowledged by the designated officers of the
Company within one hour of receipt of the same.

Definitions. For the purpose of this Schedule:

(i) "Availability Declaration” means the declaration made by the
Company regarding the Project's capacity that is available for
generating power, provided that in no case shall the Declared
Capacity in any Availability Declaration exceed the Installed

Capacity or such lesser amount of capacity as shall be demonstrated
by the Company as per Section 2.7.

() "Availability Failure Period" has the meaning given in the definition
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(iii)

(iv)

)

(vi)

Gurnetnt s ,
L

of "Misdeclaration of Availability” in Section 3.3 (vi)

“Cumulative Available Energy” means the sum, over a Tariff Year,
of (A) for all Settlement Periods during which no Force Majeure
event has been declared by cither Party, the sum of the Declared
Capacities for each such Settlement Periods, expressed in kWhr,
plus (B) for all settlement periods during which a Force Majeure
event (other than a non-political Event affecting the Company) has
been declared by the affected party, the sum of the average Declared
Capacity determined for each period in accordance with Article
10.5(c) or (d), whichever is applicable plus (C) for non-delivery of
Fuel to the Project arising from an event of Force Majeure under
Article 10.1 (i) (2) affecting the fuel supplier or transporter for
which the fuel supplier or transporter is excused under the Fuel
Supply Agreement(s), the sum of the average Declared Capacity
determined for each period in accordance with 10.5(e) less any
penalties for Mis-declaration of Availability.

"Day" shall mean the twenty-four (24) hour period beginning at
00.00 hours (Indian Standard Time) by reference to which the
APTRANSCO schedules generating plants;

"Declared Capacity” for any Settlement Period shall mean the
maximum output the Project is capable of generating in that
Settlement Period at the generator terminals in MW at an ambient

temperature of 29 degrees centigrade and a Grid System frequency
of 50 Hz.

“Misdeclaration of Availability"” means an event in which the
APTRANSCO has given the Company a Despatch Instruction to
increase generation over the amount then being generated by the
Company, which amount of excess generation is within the then-
effective Availability Declaration of the Company and conforms to
the Ramp-up Rate, and: the Company fails to deliver during the next
Settlement Period the energy corrected to the ambient reference
conditions of 29°C and 50 Hz. corresponding to the despatched
capacity (subject to a tolerance of 2.5% of the Declared Capacity) as
requested in such Despatch Instruction, except where such failure is
caused by a APTRANSCO Default, Emergency, the condition of
the Grid System or any event of Force Majeure (in which case the
Company shall be deemed to have complied with such Despatch
Instruction). Provided that, if at any time the Company becomes
aware that it is or would be unable to comply with (or it would not
be in accordance with Prudent Utility Practices to comply with) any
Despatch Instructions as a result of any requirement for unscheduled
maintenance or repair of any equipment, then the Company shall
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forthwith amend the then effective Availability Declaration by
telephone (to be confirmed in writing within one hour) and, so long
as such Availability Declaration had been issued in good faith, no
Misdeclaration of Availability shall be ireated as having occurred as
a result of such an amendment and such Availability Declaration (as
so amended) shall thereafter apply for all purposes hereof,

In the event of a Misdeclaration of Availability by the Company;

(a) The Declared Capacity shall be reduced to the capacity
corresponding to the actual level of Net Electrical Energy
supplied during the first settlement period adjusted to take
into  account  Auxiliary Consumption following the
Company’s receipt of the Despatch Instruction in which the
Company fails to comply with such Despatch Instruction,
which reduction shall continue until the first Settlement
Period in which the Company delivers capacity
corresponding to the Net Electrical Energy corrected to the
ambient reference conditions of 29°C and 50 Hz. adjusted to
take into account Auxiliary Consumption delivered by the
Company in such Settlement Period which is equal to or
greater than the level of despatched capacity specified in (i)
the APTRANSCO’s then applicable Despatch Instruction or
(ii) any revised Availability Declaration issued by the
Company (the “Availability Failure Period™) in accordance
with Schedule D, and

{b) A penalty shall be calculated, expressed in kWh (the Mis-
declaration penalty) as follows: The number of Settlement
Periods from the commencement of the Availability Failure
Period until (x) the last preceding Settlement Period during
which the Project delivered Net Electrical Energy adjusted to
take into account Auxiliary Consumption corresponding to
capacity which is equal to or greater than the leve] specified
in the Despatch Instruction or (y) 720 hours, whichever is
less shall be multiplied by an amount {(in kW) equal to 200%
of the difference between the Declared Capacity specified in
the applicable Availability Declaration and the level of
capacity actuaily supplied in the first Settlement Period of
the Availability Pailure Period as per (a) above.

(vil)  “Prescribed Time" shali mean the latest time prescribed by
regulation of the delivery of Availability Declarations or, if no time
is prescribed, 10.00 AM on the day prior to the relevant Day or such
other time as the Parties may agree;
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(vili}  “"Scheduled Outage" means a planned interruption of the generating
capability of the Project that has been scheduled and allowed by the
APTRANSCO in accordance with this Schedule D and is for
inspection, testing, preventive maintenance, cotrective maintenance,
repairs, replacement or improvement.

(ix)  "“Settlement Period" shall mean a sixty minute period beginning on
the hour.

34  Despatch Rights

@

(i)

(iii)

(iv)

(V)

Generation of Net Electrical Energy with alternate fuel shall be with prior
approval of APTRANSCO. In despatching the Project, the Company shall
follow the directives of the APTRANSCO to back down generation and to
resume generation of Net Electrical Energy in each case consistent with the
Project's Technical Limits, Prudent Utility Practices, the recommendations
of the manufacturers of major equipment, this Agreement and other
arrangements between the Company and the APTRANSCO regarding
communication and co-ordination of operations (each such directive being
called a "Despatch Instruction"). (The APTRANSCO shall not be required
to reimburse the Company for any incremental costs or damages in respect

of Despatch Instructions issued in compliance with the foregoing and with
the following provisions.)

No Despatch Instruction shall require the Company to:

(EY Operate the Project at a gross generating capacity below 60% of the
Project's Installed Capacity or such lower Declared Capacity for any
period of time except in an Emergency;

The aggregate duration of back down of generation pursuant to Dispatch
Instructions (including ramping time).

(a) for gross generating capacity between 85% to 100% of the Project

Installed Capacity, a back down limit of a maximum of about 280
MUs in a year.

(b} For a capacity from 60% to 85% - maximum limit for backing down
of 1000 hours in a year.

The number of Dispatch Instructions shall not exceed two (2) per day.
However if the Company re-declares its Declared Capacity, the
APTRANSCO is entitled to one more Dispatch Instruction.

Any Despatch Instruction issued by the APTRANSCO in violation of the

Technical Limits specified in Schedule A shall not constitute a Despatch
Instruction for the purpose of this Agreement,
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Availability Declarations.

(1)

(i)

(iii)

(iv)

Generally: As soon as practicable before COD of the Project and from
time to time thereafler, but not later than the Prescribed Time each day, the

Company shall deliver to the APTRANSCO an Availability Declaration
contatning the following information:

(a) The date and time that such Availability Declaration is issued;

(b)  The period to which such Avatlability Declaration relates; and

(c) The Declared Capacity of the Project and expected temperature for
each of the Settlement Periods throughout the relevant period (and
where such Declared Capacity changes, the time at which any
change is expected to take effect).

Changes: The Company shall take reasonable care In preparing
Availability Declarations with a view toward declaring accurately the
Company’s expectations regarding the performance of the Project and each
Unit in accordance with this Agreement. If the Company becomes aware of
any circumstance {other than a change in ambient temperature) that would
change the Declared Capacity for any Settlement Period, the Company shall
promptly issue a revised Availability Declaration. The Company shall have
the right to change any Availability Declaration at least twenty-four (24)
hours prior to the time when such change is to become effective and at any
other time expressly permitted under this Agreement. A Misdeclaration of
Availability shall result in a change in the Availability Declaration in the

manner, and for the purpose, specified in the definition of "Misdeclaration
of Availability".

Declared Capacity of Zero. A declaration in an Availability Declaration
increasing the Declared Capacity of a Unit from zero shall mean that such

-Unit is capable of being synchronised to the APTRANSCO's transmission

system-at the time that the increase is stated to be effective {of if no such
time is stated, then immediately) assuming that Despatch Instructions are
issued in sufficient time to allow Synchronisation at such time in
accordance with the Technical Limits. Any increase in the Declared
Capacity of a Unit above zero must reflect the Ramp-up Rate of such Unit.

APTRANSCO-Directed Shutdowns. During any period of
APTRANSCO-directed shutdown or backing down (other than those
requested by the Company) or any reduction in generating capacity
resulting from a condition of the Grid System, the Company shall state its
Declared Capacity 2s the amount of available capacity at the generator
terminals, measured in MW, that the Company expects could be delivered
to the APTRANSCO if the Project were fully loade '
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Force Mgajeure Periods. In the event of any Force Majeure event which
prevents the Project in whole or in part from generating elcctrical energy in
accordance with Article 10 of this Agreement, the Company shall promptly
issue revised Availability Declarations which shall state the Declared
Capacity as the amount of electrical capacity measured at the generator
terminals, if any, that the Company cxpects can be delivered, the precise
nature of the Force Majeure (including whether it is a Political Force
Majeure Event or other Force Majeure) and the expected duration of the
effects of such Force Majeure on Declared Capacity; provided that the
APTRANSCO shall have such rights to require verification of the event and
its contribution to the revised available capacity at the generator terminals,
measured in MW, as are provided generally with respect to Force Majeure
events under Article 10 of this Agreement.
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Schedule E
PERMITS

[A list of all Permits required for the financing, construction, complietion, ownership and
operation of the Project shall be prepared by the Company and submitted to the

APTRANSCO whereupon such list shall be deemed incorporated into this Schedule by
mutual consultation]
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Schedule F
TEST PROCEDURES
(Subject to final review)

The Company shall conduct acceptance and characteristics tests as described below. The
final performance acceptance test for the combined cycle project shall be conducted as part
of the construction contract.

The Company shall give the APTRANSCO at least fifteen (15) days prior written notice of

the date on which any of these tests will commence. The Company and the APTRANSCO
shall désignate representatives to witness and observe each test, and to ensure that the tests
are being performed in accordance with the agreed test procedures. The Project shall be
operated within the manufacturer” specified limits and in accordance with Prudent Utility
Practices for the duration of the test.

All required instrumentation shall be properly calibrated and installed to predefined
international standards.

1.~ Performance Acceptance Test for Combustion Turbine: shall be the basis for
demonstrating the gross generating capacity of the combustion turbine.

1.1 Test Procedure: The tests shall be conducted in accordance with standard
international test codes and practices and include applicable sections of
various codes as on date of signing of the construction contract. The codes
to be used in determining gross generation capacity as required by the EPC
Contract.

1.2 Site Reference Conditions: The gross generation capacity is related to the

following conditions:

Fuel : Natural Gas
Ambient Temperature (Dry bulb) 29°C

Absolute Atmospheric Pressure : 1013 mbar

GT Intake Pressure Loss : As per EPC Contract
GT Exhaust Pressure Loss : As per EPC Contract
Power Factors , : As per EPC Contract
Frequency : 50 Hz

Load Factor : Base Load

Humidity : 70%

Note: Correction curves from the above parameters shall be as per the EPC
contract and shall be provided prior to testing.
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2. Performance Acceptance Test for Combined Cycle Project: shall be the basis
for establishing the demonstrated gross generation capacity of the combined cycle
of the Project of at least 90% of the gross generation capacity initially guaranteed
under the EPC Contract for the purpose of (i) the provisional performance
acceptance of the Project by the Company from the construction contractor for the
project and (ii) the final performance acceptance of the Project by the Company
from the construction contractor for the project.

2.1 Test Procedure: The tests shall be conducted in accordance with standard
international test codes and practices and include applicable sections of
various codes as on date of signing of the construction contract. The codes
to be used in determining gross generation capacity will be as required by
the EPC Contract:

2.2 Site Reference Conditions: The gross generation capacity is related to the

following conditions:

Fuel : Natural Gas
Ambient Temperature (Dry bulb) 29°C

Relative Air Humidity : 70%

Absolute Atmospheric Pressure : As per EPC Contract
GT Intake Pressure Loss : As per EPC Contract
Exhaust Pressure Loss for

Combined Cycle : As per EPC Contract
Cooling Water Inlet Temperature As per EPC Contract
Power Factors : As per EPC Contract
Frequency : : 50Hz

Load Factor : Base Load

Water Injection : As per EPC Contract

Note: Correction curves from the above parameters shall be as per the EPC
contract and shall be provided prior to testing.

3. Electrical System Characteristic Tests: shall demonstrate the Project’s ability to
operate within the limits of the electrical system characteristics as described in
Schedule A. Electrical System Characteristics shall be deemed to be achieved in
case of’ :

(a) Voltage, provided the Project operates within the voltage levels described in
Schedule’ A for the duration of the acceptance test. If during the test,
voltage tests cannot be performed due to the APTRANSCO’s constraints,
data supplied from tests of the generators and the generator step-up
transformers supplied by the manufacturers shall be used to establish the
ability of the Project to operate within the specified voltage limits.

OO0 000000 00O OGO OO OGOOSOOOEOSOSIOSIOSOOEOSETOLS.

(b)  Grid Frequency, provided the Project operates within the frequency level
described in Schedule A for the duration of the acceptance test,
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(c) Power Factor, provided the Project operates within the power factor range
described in Schedule A for the duration of the acceptance test. If during
the acceptance test, power factor tests cannot be performed due to the
APTRANSCO’s constraints, data supplied from tests of the generators and
the generator step-up transformers supplied by the manufacturers shall be

used to establish the ability of the Project to operate within the specified
voltage limits.

Project Characteristics Tests: Not later than one hundred and eighty (180) days
after project COD, the Company shall conduct project characteristic tests. Such
tests may, at the Company’s option, be conducted, as applicable, concurrently with
the acceptance tests. The project characteristics tests shall be conducted as

described for load changes so as to check the combined cycle ramp rates to be
consistent with the Technical Limits.

Emission Level: Emission levels shail comply with applicable Law and Permits.

Sound Pressure Level: Emission levels shall comply with applicable Law and
Permits.

Liquid Effluent: The liquid effluents shall be treated in accordance with applicable
Law and Permits.

Test results:

8.1 Withirr five (5) days after the conclusion of any test, the Company shall
submit a written report to the APTRANSCO which shall contain:

(1} Sufficient data to demonstrate the level of performance during such
test.

/./77 J(if)  If a Project has passed the performance acceptance test, the date and

time for commencement of the Commercial Operation of the Project
for the purposes of this Agreement.

8.2 Ifthe APTRANSCO disputes any or all of the results contained in the report

provided by the Company pursuant to paragraph 8.1 above, then the matter
shall be referred to the Independent Engineer.

Correction Curve List for Combined Cycle Testing: As per the EPC Contract,
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Schedule G
BUYOUT PROCEDURE AND CALCULATION

Introduction
This Schedule outlines:

) the procedures to be adopted in the event that a Buy-out Notice is issued by
the Company or the APTRANSCO as described in Article 12 pursuant to
this Agreement; and

(i1)  the methodology to be followed for calculating the purchase price payable
under a Buy-out Notice ("Buy-out Price").

The provisions of this Schedule G shall survive €xXpiry or termination of this
Agreement.

Definitions

For the purposes of this Schedule G, the following terms shall have the following
meanings:

"Buy-out" means a purchase by the APTRANSCO of the Project pursuant to the
issue of a Buy-out Notice.

"Completion™ means the receipt by the Company of the Buy-out Price in
immediately available funds and the transfer of the Project to the APTRANSCO.

"Debt" : means any loan, debenture or other facility contemplated by the Financing
Documents which has been raised or received by the Company, but only to the

extent that the proceeds of such capital contribution are exclusively utilised (or
expected to be utilised) on the Project.”

"Equity” : means the amount contributed towards the paid-up share capital of the
Company, but only to the extent that the proceeds of such capital contribution are
exclusively utilised (or expected to be utilised) on the Project.

"Statement of Practice" means the Statement of Asset Valuation Practice and
Guidance Notes issued by the Royal Institution of Chartered Surveyors.

“Terminal Value" or "TV" shall equal 50% of the depreciated replacement cost
("Depreciated Replacement Cost” or "DRC") which shall assume that the useful life
of the Project remaining at the time TV falls to be calculated is as determined by
the Independent Appraiser having regard to the condition and relative obsolescence

~ of the Project and which shaii be the sum of:

(i) the value of the Project's right, title and interest in land, buildings and
fixtures calculated on the Depreciated Replacement Cost basis, as detailed
in the Statement of Practice; and
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(ii)  the value of all plant, machinery and equipment owned by the Project
calculated by reference to the net current replacement cost thereof, as
detailed in the Valuation of Plant and Machinery Assets practices set out in
the Statement of Practice.

"Transfer Date" means the date of Completion fixed pursuant to paragraph 4 {d)
below..

Scope of the Sale

(a) The APTRANSCO shall purchase all the assets of the Company required to
operate the Project including land, buildings, plant and equipment, fuel
stockpiles, spare parts, records, drawings, operating manuals and
instructions and all other consumatles, and the Company shall use its
reasonable endeavours to deliver them in good operating condition, subject
only to reasonable wear and tear. .

{b) The APTRANSCO shall not purchase any cash in hand and or in bank
accounts, trade and book debts nor receivables accruing to the Company
prior to the Transfer Date unless due consideration for these can be
mutually agreed between the Parties.

(c) All other assets existing at the Transfer Date that are not included in clauses
(a) and (b) above shall be for the benefit of the Company mncluding the
proceeds of any insurance or warranty claims made prior to the Transfer
Date, but, excluding the proceeds of any insurance or warranty claims
relating to the Buyout Event which insurance or warranty claims shall be to
the account of the APTRANSCO.

(d)  The Company shall fully discharge and shall indemnify the APTRANSCO
against all liabilities and obligations of the Company that have accrued prior
to the Transfer Date but excluding any such liabilities arising as a result of
any Political Force Majeure Event.

(e) No warranties as to the condition of the property and assets of the Project
shall be given except that the Company agrees to assign to the
APTRANSCO the benefit of any warranties from third parties existing at
the Transfer Date.

® No Debt or other liability relating to the Project and. incurred before the
Transfer Date will be assumed by the APTRANSCO unless it chooses to
and can reach agreement of the same with the Company and, if necessary,
the Lenders or other creditors (where such agreement is necessary in order
to give legal effect to the assumption thereof by the APTRANSCQ), subject
to clause (g) below. The Buy-out Price shall be paid net of any such
liabilities assumed by the APTRANSCO.
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(g)

()

The Company shall, if so required by the APTRANSCO, procure the
novation or assignment to the APTRANSCO of any relevant fuel contract
or EPC Contract relating to the Project on such terms as the APTRANSCO
may reasonable require and shall ensure that such contracts shall contain
terms that expressly permit such novation or assignment.

The Company shall transfer the assets defined in paragraphs 3(a) and 3(b)
of this Schedule G free and clear of all mortgages, charges, liens and
encumbrances (together “Encumbrances”) whatsoever. Any payments by
the APTRANSCO under this Schedule shall only be made against the
release of all Encumbrances.

Procedure for Determination of the Buy-out Price

(2)

(®)

(c)

(d)

iracsne {00

Within fifteen (15) days following issue of a Buy-out Notice, an
Independent Appraiser shall be mutually appointed in good faith by the
Company and the APTRANSCO and shall begin work in order to carry out
a determination of the Buy-out Price (the "Valuation™). Such Independent
Appraiser shall be provided with all necessary data and information by each
Party in order to carry out the Valuation. Failing agreement of a mutually
acceptable Independent Appraiser within ten (10) days of the issue of the
Buy-out Notice, an Independent Appraiser shall be nominated by the
President or Acting President for the time being of the Institute of Chartered
Accountants of England. However, in the event that the Debt under the
Financing Documents has been repaid and the majority of the Company's
shares are held by Indian domestic investors, the nomination of the
Independent Appraiser in the case of disagreement shall be the President of
the Institute of the Chartered Accountants of India.

The Independent Appraiser shall prepare the Valuation in accordance with
the methodology described in paragraphs 5 and 6 of this Schedule G.
Throughout the process, the Independent Appraiser shall consult with both
Parties, update them of progress and analyse any commentary they may
have on the Valuation.

The Independent Appraiser shall complete the Valuation within forty-five
(45) days of the issue of the Buy-out Notice and deliver a copy to both
Parties.

The Transfer Date shall occur within fifteen (15) days after receipt of the
Valuation by both Parties at a time and place that is mutually agreeable to
both Parties (or failing agreement, selected by the Party serving the Buyout
Notice, acting reasonably). The APTRANSCO shall pay the Buy-out Price
to the Company in immediately available funds, and simultaneously
therewith, the Company shall transfer and assign to the APTRANSCO ali of
its right, title and interest in the Project except to the extent excluded
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pursuant to paragraph 3 of this Schedule G. All payments shall be made in
Rupees.

Following Completion, the APTRANSCO and the Company may ecach
submit a "Post Closing Adjustment” to the other Party in line with normal
industry practice for asset acquisitions to reflect differences between the
assumptions used in the Valuation and the actual asset position on the
Transfer Date, for example, a difference in inventory levels, Any dispute
over the Post Closing Adjustment will be referred to the Independent
Appraiser, whose sole judgement wiil be final and binding and shall not be
open to dispute or arbitration.

The contract of the Independent Appraiser shall require him to act
impartially between the parties.

Calculation of the Components of the Buy-out Price

(@)

Biene”

The general guidelines for determining the Buy-out Price shall be as
follows:

(1) The Buy-out Price will be stated in the Valuation in Rupees and
shall be paid in Rupees. The Independent Appraiser shail ascertain
the portion of the Buy-out Price which needs to be converted into
foreign currency to repay any outstanding Foreign Debt and/or any
Equity ("Foreign Equity") originally subscribed in any currency
other than Indian Rupees and such portion will be calculated in such
foreign currency and converted into Rupees at the Current Rate of
Exchange (Actual} prevailing on the date of payment to the
Company. The APTRANSCO shall assist the Company in receiving
any clearance required from any Government Agency for converting
and remitting this amount. Any late payment shall bear interest at a
rate equal to the weighted average rate of interest applicable to the
"Debt of the Company.

(i)  The Valuation will be conducted on the following assumptions:

(a) this Agreement will continue in full force and effect until the
end of its full fifteen year term,

(b) all other contracts in connection with the Project will
continue in full force and effect until their natural expiry
(which assumption the Independent Appraiser can depart

- from for good reason, especially if any contract is not
novated or assigned to the APTRANSCO),
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{(c) the APTRANSCO meets its future payment obligations
under this Agreement and that there is an end to any events
of Force Majeure that led directly to the issue of the Buy-out
Notice,

(d) the Project performs in all respects as it did historically,
adjusting for expected deterioration of the technical
performance of the Project over the term of this Agreement.
If the Independent Appraiser deviates from the assumption
that future performance will mirror past performance, an

explanation of all such deviations shall be provided to the
Parties.

Provided that no account will be taken of any loss or damage suffered by
the Project remaining unrepaired as at the date of the Buy-Out Notice,
insofar as such loss or damage is directly attributable to a Political Force
Majeure Event or a APTRANSCO Default.

(i)  Any reduction to the value of the assets of the Project due to a
Political Force Majeure Event, a material breach by the
APTRANSCO of its obligations hereunder or a APTRANSCO
Default shall not be for the account of the Company and shall not
reduce the Buy-out Price from that which would have pertained if
such Political Force Majeure Event, material breach or
APTRANSCO Default had not occurred.

The discounted cash flow valuation ("DCFV" ) shall be an estimate of the
net present value of the expected cash flows accruing to the Company (after
all debt service and all other Project costs and expenses) as a result of
operating the Project over the remainder of the term of this Agreement (as if
it were not terminated unti! its expiry at the end of fifieen years). The
DCFYV shall be carried out in line with normal industry practice, following
the guidelines below:
(1) Annual cash flow ("ACF") projections in Rupees shall be prepared
on an after-tax basis according to the following formula:
ACF(i) = Rev(i) - Opex(i) - Capex(i) - Debt(i)- ANWC()
whe}e, for the calendar year i
Rev(i) = All revenues determined under this Agreement as
per the Capacity Charge and Committed Incentive
Charge payments based on Declared Capacity on a
historical basis as determined by the Independent
Appraiser,
oy Lye
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(i1

(i)

(iv)

Opex(i) =

Capex(i) =

Debt(i)=

dNWC(i) =

Operating and Maintenance Expenses of the Project
including all interest and fecs on borrowings except
that any expenses required as a result of Political
Force Majeure Events, material breaches by the
APTRANSCO of its obligations hereunder shall not

-be included in Opex.

Any capital expenditure not already included ‘in
Opex, including the estimated cost of repairing any
defect or physical loss or damage to the Project,
except that any capital expenditure required as a
result of Political Force Majeure Events, material
breaches by the APTRANSCO of its obligations
hercunder shall not be included in Capex.

All principal and interest repayments pursuant to the
Capital Cost of the Project, and any reduction or
increase in any loans taken for the purpose of
working capital, increases in such being treated as a
negative number.

Any imcrease or decrease in net working capital
required each year. Reductions in net working
capital shall be treated as negative. The net working
capital shall be the sum of inventories and trade
receivables minus payables.

ACF(i)s should be considered to occur on average at the middle of
each year.

Inflation and exchange rate movements should be applied to the
components of the forecast where appropriate. Any exchange rate
forecasts should be based on purchasing power parity, i.e. forecast
movements in exchange rates will be determined by forecasts of the
differential inflation rates in the respective countries.

The Independent Appraiséf will have sole regard to the future
operation of the Project considering all factors that are likely to
affect it, including but not limited to the following:

(2)

net availability and Plant Load Factors for the calculation of
the Tanff should be based on historical performance unless
there is a reason to believe that this is not a reliable indicator
of future performance;
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(d)

(e)

.

(b)  plant heat rates should also reflect historical performance of
the Project but should also take into account future heat rate
degradation of the Project; and

{c)  operating and maintenance costs should be based on Prudent
Utility Practices and should reflect historical performance
levels as well as any factors, which in the judgement of the
Independent Appraiser are likely to affect future cost levels.

V) The discount rate will be a nominal discount rate (i.e. including

inflation) and will be determined by the Independent Appraiser to be
the weighted average cost of capital of the Company based on the
cost of equity of electrical generating companies that are publicly
quoted in India but adjusted to take into account the location and
size of the Project, the fact that it may be a private company without
a diversified portfolio of assets, the length of operating history, the
predictability of the cash flows and their limited growth potential
and any other factors that the Independent Appraiser judges to be
appropriate, weighted by the quantity of Equity as per the Financing
Documents. The real discount rate to which inflation shall be added
to obtain the Nominal Discount Rate, shall not in any event be less
than 11% per annum or more than 15% per annum.

(vi)  The DCFV must be determined by the following formula:

'DCFV = Summation of ACFQ1)/(1+NDR/100)i-1) over the
remaining term of this Agreement.

NDR = the Nominal Discount Rate,
ACF(1) = the Annual Cash Flow for calendar year i;

The "Total Debt Amount" shall be stated in Rupees and shall equal all
outstanding principal repayments of Debt of the Company pursuant to the
Financing Documents plus any working capital loans (which shall be only
to the extent of the market value of current assets less current liabilities as
assumed in the Valuation) and any accrued interest and financing fees as at
the Transfer Date.

The "Transfer Taxes" shall equal all stamp and additional stamp duties and
any other taxes (including any sales or value added taxes but not capital
gains tax or income tax) and any registration fees that become payable by
the Company as a result of the purchase of the Project by the
APTRANSCO.

The "Transfer Cost" shall equal all reasonable costs and liabilities of the
Company which are a result of the purchase of the Project by the
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APTRANSCO, including without limitation, the fees and out-of-pocket
expenses of the Independent Appraiser, any termination payments,
compensation, costs, expenditure or novation fees on contracts in
connection with the Project whose terms are reasonable and customary for
private power projects such as the Project or in connection with the project
documents, specifically approved by the APTRANSCO, and capital gains
taxes and income taxes but excluding Transfer Taxes as defined in
paragraph (¢} above,

6. The Buy-out Price

A.

Prior to Project COD

Prior to Project COD, for all Buyout Events other than those arising due to a
Company Default, the "Buyout Price” will be an amount equal to the sum of
(a) all outstanding Debt excluding any outstanding Debt ansing due to
payment defaults by the Company to the lenders or “breach of other
obligations of the Company to the lenders under the Financing Documents
(b) the Equity invested in the Project under any shareholder/subscription
agreement and (c) all amounts due and payable, but not paid to the EPC
contractor, equipment supplier, operators or any other party in respect of the
right, title, right of use, occupation, or access or easement with respect to
the Project, supplies made, work done or services rendered in relation to the
Project for which no drawal of Debt or Equity has taken place and (d) the
percentage of Transfer Taxes and Transfer Costs which would have been
applicable to such Buyout Event under paragraph B below after Project
COD. Provided that in case of a Buy-out Event due to a APTRANSCO
Default an additional amount equal to an annual return of 12% applied to
the Equity invested shall be added to such Buy-out price.

Prior to Project COD, if the Buyout Event is due to a Company Default,
then the "Buyout Price” will be an amount equal to the sum of all
outstanding Debt excluding any outstanding Debt arising due to payment
defaults by the Company to the lenders or breach of other obligations of the
Company to the lenders under the Financing Documents plus any Transfer
Taxes in excess of 5.5% of the Buyout Price.

After Project COD

The Buy-out Price shall equal the sum of the following elements, adjusted if
appropriate under paragraph 3 (f) of this Schedule G:

(a) A times the DCFV;

(b) B times the Total Debt Amount;
(c) C times the Transfer Taxes; and
(d) D times the Transfer Cost.
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where A, B, C, and D are determined depending on the reason for
termination as shown in the table below. The note to the table should also

. i

be taken into account when calculating the relevant variable.

A B C D
Reason for Termination Total | Transfer | Transfer
DCFV Debt taxes cost
Amount
APTRANSCO purchase optlon following a | 0% 100% See note | 0%
Company Default
Company sale option or the APTRANSCO | 100% | 100% 100% 100%
purchase option following a Political Force
Majeure Event referred to in Article 10.1 (i)
(2) or Company sale option following a
APTRANSCO Default
Company sale option or the APTRANSCO 75% 100% 100% 75%
purchase option following a Political Force
Majeure Event other than that referred to in
Article 10.1 (i) (2)
APTRANSCO purchase option or Company | 75% 100% 100% 75%
sale option following a Non-political Force
Majeure Event affecting the APTRANSCO or
Force Majeure Event affecting Fuel supplier
or transporter described in Article 10.5 (e)

Note: In the event termination is a result of a Company Default, the APTRANSCO shall
pay all Transfer Taxes in excess of 5.5% of the Buy-out Price.
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Schedule H
FORMAT FOR MONTHLY BILLS

[The format for the monthly bills will be supplied by the Company to the APTRANSCO
prior to Financial Closing, whereupon such format shall be deemed to be incorporated in
this Schedule by mutual agreement]
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Schedule 1
FUEL SUPPLY COMMITTEE

The following procedures shall be followed by the APTRANSCO and the Company in co-
ordinating the procurement of Fuel:

1.

The APTRANSCOQ and the Company shall constitute a committee at least thirty
(30) days after the issuance of the Fuel Linkage prior to the Financial Closing to
co-ordinate procedures regarding the procurement of Fuel and other matters related
to Fuel and shall be referred to as "Fuel Supply Committee or FSC".

The Fuel Supply Committee shall be comprised of five members, of which two
shall be nominated by the Company, two shail be nominated by the APTRANSCO
and one shall be an independent expert qualified and experienced in regard to
global Fuel markets mutually agreed to by the Parties or failing agreement,
appointed by the President from time to time of the International Chamber of
Commerce's International Centre for Expertise upon the application of either Party.
The APTRANSCO and the Company shall each bear 50% of the reasonable costs
and expenses of such independent expert. Each Party that nominates a member of
the Fuel Supply Committee may replace its nominee on such committee upon
notice to the other members of the Fuel Supply Committee. The Chairman of the
Fuel Supply Committee shall be one of the members nominated by the
APTRANSCO. The Fuel Supply Committee shall act by unanimous agreement
except as otherwise unanimously agreed or provided herein. The Committee shall
meet at least once per year unless the Company and the APTRANSCO otherwise
agree.

Unless otherwise determined by the Fuel Supply Committee, the Company shall, to
the extent reasonably practicable, procure the Fuel requirements of the Company on
the basis of competitive bidding pursuant to tender documents which shall be
prepared by the Company and shall be subject to review and approval by the Fuel
Supply Committee. The Fuel Supply Committee shall review the bids received by
the Company pursuant to the foregoing tender. Following such review, the Fuel
Supply Committee shall award the bid based upon consideration of the cost of Fuel
and the reliability, financial strength and the capabilities of the proposed Fuel
supplier(s). The Fuel Supply Committee shall, subject to paragraph 4 below, be
required to approve any Fuel Supply Agreements entered into with any Fuel
supplier(s) and any material amendments to such agreements.

If the Fuel Supply Committee fails to reach unanimous agreement in respect of any
matter falling to be decided by it hereunder, then such matter may be determined in
accordance with Article 14, Notwithstanding any provision hereof to the contrary,
the Company shall be entitled at any time to enter into any Fuel Supply Agreement
without the consent or approval of the Fuel Supply Committee if the Company to
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the reasonable satisfaction of the Fuel Supply Committee projects that it will
require the Fuel to be supplied pursuant 10 such Fuel Supply Agreement during the
next succeeding thirty (30) days and the terms and conditions applicable to such
Fuel Supply Agreement are fair and reasonable. Provided that the duration of such
Fucl Supply Agreement shall be limited to a maximum term of three (3) months,
unless otherwise required due to market conditions.

To the extent required by the Fuel Supply Committee, any Fuel Supply Agreements
entered into by the Company shall provide that the Company shall have the right to
reduce the quantities taken under such agreements or terminate such agreements
upon notice to the Fuel supplier(s). The Company shall not be required to exercise
any such right unless the APTRANSCO has consented to the payment of any

damages or other amounts to the Fuel suppliers in respect of such reduction or
termination.

The Fuel Supply Committee shall periodically review the reasonableness of the
Fuel pricing under the existing Fuel Supply Agreements in light of the availability
and feasibility of using alternate Fuel supplies including, interalia (a) domestic Fuel
_supplies which might become available at a lower Delivered Cost to the Project or
(b) short-teriii spot market Fuel supplies. If permitted under the relevant Fuel
Supply Agreements and the Financing Documents, the Fuel Supply Committee
may require the Company to utilise such alternative Fuel supplies to meet all or
part of the Fuel requirements of the Project if it determines such use to be feasible
and cost effective (taking into account any minimum Fuel offiake charges and other
penalities, liquidated damages and other costs of changing the Fuel supplier)
subject as provided in paragraph 4 above. Provided that the duration of such Fuel
Supply Agreement shall be limited to a maximum term of three (3) three, unless
otherwise required due to market conditions.

The Company shall provide the Fuel Supply Committee members with all material

documents, notices, amendments and modifications of Fuel Supply Agreements
and other matters.

The Fuel Supply Committee may at any time during the term of this Agreement,
mutually agree to a change in the Fuel used for this Project and accordingly,

amend, if required and in jonfogmtlgj}hggg GOI guidelines the parameters used
m of the Energy Charge.
B TS oty ’

In case of any interruption in the supply or transportation of fuel due to an event of
Force Majeure, the Compan _shall be obligated to use all reasonable efforts to
obtain alternate Fmg obtaining any Permits relating thercto, with the
“reasonable assistance of the APTRANSCO, and any Fuel Supply Agreement(s)
“pertaifiing thereto shall be provided as soon as practicable {subject to paragraph 4,
hereof).
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Schedule J
“FORMAT OF THE “GUARANTEE OF THE STATE OF ANDHRA PRADESH”

This GUARANTEE is made at Hyderabad on the day of 2001 by the

GOVERNOR OF ANDHRA PRADESH on ‘behalf of THE STATE OF ANDHRA
PRADESH (hereinafter referred as "“he Guarantor™),

In consideration of a Company organized and existing under
the laws of India (the “Company”) undertaking to develop, procure, finance for construct,
own, operate and maintain a based electric power
generating facility of MW  capacity at

(hereinafter referred to as the “Project”) and to
make sales of capacity and not electrical output from the Project to Andhra Pradesh State
Electricity APTRANSCO (hereinafter referred to as “APTRANSCO™) under a Power
Purchase Agreement (hereinafter referred to as the “PPA”™) dated ' as
the same may be amended, supplemented or modified from time to time and made between
the Company and the APTRANSCOQ and in order to induce financial institutions to finance
the project, the Guarantor hereby covenants and agrees as follows:

1. GOVERNMENT OF ANDHRA PRADESH GUARANTEE

(A)  Guarantee of APTRANSCO Monthly Payment obligations:

The Guarantor hereby irrevocably and uiconditionally guarantees to the Company
(as a secondary obligor) to pay to the Company within 21 (twenty one) calendar
days following submission by the Company on demand of monthly bills, which
APTRANSCO is liable to pay to the Company under or pursuant to the PPA and
. fail to pay in accordance with the terms of the PPA. The Company shall be entitled
to make a demand for payment upon the Guarantor pursuant to this Guarantee if the
APTRANSCO has failed to pay within 7 days of the due date for payment thereof,
any sum of money which it is liable to pay to the Company under or pursuant to the
Power Purchase Agreement, The payment obligation covered under the State

Guarantee would include energy charges, capacity charges and other supplemental
bills.

(B)  Guarantee of APTRANSCO Buy-out obligations:

The Guarantor further hereby irrevocably and unconditionally guarantees (as a
secondary obligor) to pay to the Company, within 90 (Ninety) calendar days
following submission by the Company, on demand of payments for a sum covering
the outstanding debt exposure both on foreigh and domestic borrowings of the
Company as per the PPA, in the event of Buy-out taking place as per the terms and
conditions of the PPA. The Company shall be entitled to make a demand for
payment upon the Guarantor pursuant to this clause if APTRANSCO has failed to
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pay within 30 (thirty) calendar days from the due date of payment of the Buyout
price an amount at least equivalent to the outstanding debt exposure both on foreign
and domestic borrowings of the Company as per the PPA. The State Guarantee

covers for buy-out would be restricted to outstanding debt obligations alone and
would not include equity.

PAYMENTS

All payments made by the Guarantor hereunder shall be made without set off or
counter claim and without any deduction or withholding for any reason except as
required by law, If in compliance with the laws of India, any deduction or
withholding on account of any tax, impost or levy of whatever nature and by
whomsoever imposed is required to be made from any sum paid or payable by the
Guarantor to the Company, the Guarantor shall pay any such amount as shall be
necessary to ensure that the Company receives on the due date and retains a net
sum equal to what it would have received and so retained had no deduction or
withholding been required or made.

OTHER PROVISIONS OF THE GUARANTEE

Waiver: No obligation of the Guarantor hereunder shall be in any way discharged
or impaired by reasons of any time or other indulgence granted by the Company to
APTRANSCO by any variation of the PPA or by any other act or thing (except the
fulfillment by APTRANSCO) of the obligation Guaranteed hereunder or
thereunder.

Continuing guarantee:  This Guarantee shall be a continuing security and
accordingly:

(1) it shall extend to cover the balance due at any time from APTRANSCO to
the Company under the PPA; and

(2) it shall not be discharged by an intermediate discharge or repayment by or
for the account of APTRANSCO or any settlement of accounts between
APTRANSCO and the Company.

(3) it shall extend to the payment obligations (referred in paragraph-1) of any
successor or assignee of APTRANSCO if such successor company or
asignee is one where the Government of Anchra- Pradesh exercise
managerial control with more than 51% of voting rights.

Additional Security: This guarantee shall be in addition to and not in substitution
for or derogation of any other security which the Company may at any time hold in
respect of the obligations of APTRANSCO under the PPA.
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Immediate Recourse: Subject to clause I, the Company shall not be obliged before
taking steps to enforce this Guarantee to:

(1) take action or obtain judgement against APTRANSCO in any court; or
) make or file any claim in bankruptcy of APTRANSCO: or
3) exercise diligence against APTRANSCO; or

(4)  exercise any legal remedies which may be available to it under or in respect
of the PPA.

Indemnity: The Guarantor undertakes are as primary obligor to indemnify and keep
indemnified the Company against any loss sustained or incurred by the Company
by reason of the invalidity, illegality or unenforceability or any of this Guarantee or
the provisions of this Guarantee or the PPA and the amount of such loss shall be
the amount which, but for such invalidity, illegality or unenforceability, the

Company would otherwise have been entitled to recover hereunder or the
thereunder,

GUARANTOR’S REPRESENTATIONS AND WARRANTIES

The Guarantor hereby represents, warrants and undertakes to the Company as
follows:;

Power and Authority: The Guarantor has full power authority and legal right to
incur the obligations provided for in this Guarantee, to execute and deliver this
Guarantee and to perform and observe the terms and provisions hereof,

Legal Validity: This Guarantee constitute legal, valid, binding and enforceable
obligations of the Guarantor in accordance with its terms.

Approvals: Adl necessary action has been taken under the Law of India to authorize
the execution, delivery and performance of this Guarantee.

Direct Obligations: All of the obligations and the covenants of the Guarantor
contained herein constitute unconditional direct obligations of the Guarantor.

Notices

All notices, demands or other communications required to be given shall be in
writing in English language and addressed to the Guarantor or the Company as the
case may be at the following address (or to any other address as provided by either
party to the other in writing):
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Guarantor : Finance Secretary
Govemnment of Andhra Pradesh
Hyderabad, India

Company

Failure of the Government to maintain and honour its guarantee for a continuing

period of more than 180 days would be deemed to be a APTRANSCO event of
default under the PPA.

Miscellaneous Provisions

Waiver, remedies cumulative; No failure on the part of the Company to exercise,
and no delay on the part of the Company in exercising, any right or remedy
hereunder shall operate as a waiver thereof No single or partial exercise of any
right or remedy shall preclude any other or further exercise thereof or the exercise
of any other right or remedy. No waiver by the Company shall be effective unless
it is in writing. The right and remedies of the Company herein provided are
cumulative and not exclusive of any rights or remedies provided by law.

Assignment by the Company: The Company shall not assign or transfer all or any
part of its rights or obligations hereunder without the prior written consent of the
Guarantor in its sole discretion exercised reasonably. -

Assignment by Guarantor: The Guarantor undertakes to consult the Developer

before assignment or modification of the obligations under the present Guarantee
agreement.

Governing Law: The rights and obligations of the parties under or pursuant to this
Guarantee shali be governed by and construed according to Indian Law.

Arbitration: Reference to Arbitration:

O Any dispute or difference arising out of or in connection with this
Guarantee shall (regardless of the nature of this dispute or difference) be
referred to arbitration under a specified system of international arbitration
rules (the Rules), to be agreed by parties to the guarantee and one or more
arbitrators be appointed in accordance with the said Rules.

(2) As from the date on which no amount is owed or capable of being owed to
the Lenders under the relevant Financing Agreements, then the dispute shall
be finally settled by arbitration under the Arbitration Acts of India.

(3)  Arbitration proceedings pursuant to paragraph shall be held in London,
England. Any award given pursuant to arbitration in London, England,
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under paragraph 1 above shall be govemed by the New York Convention on
the Recognition and Enforcement of Foreign Arbitral Awards of 1958.
Arbitration proceedings conducted pursuant to paragraph 2 shalt be held in
New Delhi, India.

(4)  The language of any arbitration under the clause shall be English.
F. The Guarantor

N agrees that, should any proceedings be brought against it or its assets in any
Jurisdiction in relation to this Guarantee or any transaction contemplated by
this Guarantee, no immunity from such proceedings shall to the extent that
it would otherwise be entitled to do so under the law of India, be claimed by
or on behalf of itself or with respect to its assets.

(2) Waives any right of immunity which it or any of its assets now has or may
acquire in the future in any jurisdiction; and

3) Contents generally in respect of the enforcement of any judgment against it

in any such proceedmgs in any junsdiction to the giving of any relief or the
issue of any process in connection with such proceedings (including without
limitation, the making, enforcement or execution against or in respect of
any property whatsoever, irrespective of its use or intended use).

AS WITNESS WHEREOF the Guarantee has been executed, this the

day of

2001.

SIGNED SEALED AND DELIVERED BY

Sri

Secretary to Government, Finance Department for an on behalf of the Government of
Andhra Pradesh in the presence of:

Secretary to Government
Energy Department

Joint/Dy.Secretary to Government
Energy Department

Accepted and Agreed by

(Chairman & M. D)
(Name of the Company)

P, M, K GANDH!

Uiransor (Cammerzizt B Do Cingtion) GVK industries Ltd,
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Schedule K
BANK GUARANTEE PROFORMA FOR SECURITY DEPOSIT

Whereas the Transmission Corporation of Andhra Pradesh Limited hereinafter
called the “APTRANSCQ” has selected M/s
: (Company’s name and full address)
(hereinafter called the “Developer”), the successfil bidder against the Bid
No. for setting up of private sector power project in Andhra Pradesh and
whereas the APTRANSCO has issued a Letter of Intent (LOI) vide letter
No. dated in favor of the
Developer for setting up of _ MW liquid fuel based power project/Barge mounted
power project at on “Build, Own and
Operate Basis” and whereas the Developer having entered into a Power Purchase
Agreement (hereinafier called “PPA” and “the Contract”) with thé APTRANSCO and
whereas the Commercial Operation Date of the project shall occur not later than
months from the date of signing of PPA.

Whereas the Developer is required to submit Security Deposit to the APTRANSCO
equivalent to one percent of the cost estimate of the project, as already intimated in the
LOI which is accepted by the Developer and as also incorporated in PPA within

days after conclusion of PPA valid till the Commercial Operation Date of the power
project.

Whereas the APTRANSCO has afforded a facility to submit the Security Deposit
in the form of a Bank Guarantee in lieu of cash, valid initially for a period of one year and
renewable every year until the Commercial Operation Date of the said power project.

Whereas the Developer in pursuance of the aforesaid facility offered by the
APTRANSCO, intends to furnish the required Bank Guarantee of this Bank M/s

(Name of the Bank and full address) towards the Security Deposit.

Now, therefore, We .° (Bank) fumishes
hereby the guarantee to an amount of Rs. effective from the
for a period if 12 months initially and renew thereafter as required by
the APTRANSCO from time to time without allowing it to lapse upto Commercial Operate
Date of the Project with a claim period of six (6) months thereafter.

) We Bank, do hereby undertake to
indemnify and keep indemnified the APTRANSCO to the extent of
Rs. against any breach by the Developer of any of the terms and

conditions in the satd Contract.
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We Bank, further agree that the
guarantee herein contained shall remain initially in full force and effect for a period of one
year from the date of the Contract i.e., upto and keep it renewed thereafter
and that it shall continue to be enforceable till all the dues of the APTRANSCO under or
by virtue of the said Contract have been fully paid and its claims satisfied or discharged or
till the Chief Engineer, Investment Promotion Cell, APTRANSCO certifies that the terms
and conditions of the said Contract have been fully and properly carried out by the
Developer and accordingly discharges the guarantee. We, the guarantor Bank undertake to
pay the amount guaranteed hereunder or such part thereof as required within one wek of
the sum being demanded by the APTRANSCO without reference to the Developer and

without questioning the right of the APTRANSCO to make such demand or the propriety
or legality of the demand. .

We, Bank lastly undertake not to
revoke this guarantee during its currency and until the discharge certificate is issued by
Chief Engineer/Investment Promotion Cell, APTRANSCO, Hyderabad in writing,

Notwithstanding anything contained in the foregoing, our liability under this
guarantee is restricted to Rs. (Rupees

only). Our guarantee shall remain in force until the discharge certificate is issued by Chief
Engineer/Investment Promotion Cell/ APTRANSCO, Hyderabad in writing.

Dated the day of - 2001,

Signature of the Bank’s

Authorized Officer

For Bank &
Seal '

Note: The Bank Guarantee should be furnished on non-judicial stamp paper of value
Rs.100/- purchased in the State of Andhra Pradesh.
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