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AMENDMENT AGREEMENT TO POWER PURCHASE AGREEMENT

FOR THE GAS BASED POWER PROJECT
OF 370 MW AT VEMAGIRI, EAST GODAVARI DISTRICT

BETWEEN

EASTERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH
: LIMITED

AND
SOUTHERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH
LIMITED
AND

CENTRAL POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH
LIMITED

AND

NORTHERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH
LIMITED

AND

M/s VEMAGIRI POWER GENERATION LIMITED

Dated 02-03-2007
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AMENDMENT AGREEMENT TO THE POWER PURCHASE AGREEMENT

FOR THE GAS BASED POWER PROJECT OF 376 MW
AT YEMAGIRI EAST GODAVARI DISTRICT

‘his Amendment Agreement is entered into at Hyderabad on this 2" day of May
2007 to amend the Power Purchase Agreement dated the 31° day of March 1997 (as
mended by the Amendment Agreement to the Power Purchase Agreement dated
-ine 18, 2003,) (hereinafter referred to as the “Amendment Agreement”).

ETWEEN:

Eastern Power Distribution Company of Andhra Pradesh Limited, constituted
under the sub-section (6) of section 23 of Andhra Pradesh Electricity Reform
Act, 1998 (Act, 30 of 1998) and having its registered oftice at Sai Shakthi
Bhavan, Near Saraswathi Park, Vishakhapatnam - 3530 020 (hereinafter
referred to as “"APEPDCL”); Southern Power Distribution Company of
Andhra Pradesh Limited, constituted under the sub — section (6) of section 23
of Andhra Pradesh Electricity Reform Act, 1998 (Act, 30 of 1998) and having
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its registered office at H.No. 193-13 (M), Upstairs, Renigunta road, Tirupathi
- 517501 (hereinafter referred to as “APSPDCL™); Central Power
Distribution Company of Andhra Pradesh Limited, constituted under the sub-
section (6) of section 23 of Andhra Pradesh Electricity Reform Act, 1998
(Act, 30 of 1998) and having its registered office at H.No. 11-64-660, 3
Floor, Singareni Bhavan, Khairatabad, Hyderabad- 500 004 (hereinafter
referred to as “APCPDCL”); Northern Power Distribution Company of
Andhra Pradesh Limited, constituted under the sub-section (6) of section 23 of
Andhra Pradesh Electricity Reform Act, 1998 (Act, 30 of 1998) and having its
registered office at H.No. 1-1-503 & 504 Opp. “NIT” Petrol Pump,
Chaitanyapuri, Hanamkonda, Warangal - 506004 (hereinafter referred to as
“APNPDCL”) (hereinafter each of APEPDCL, APSPDCL, APCPDCL and
APNPDCL are, as the context may require, individually referred to as
“APDISCOM” and collectively referred to as the “APDISCOMS” which
expressions shall, unless it be repugnant to the context or meaning thereof
include its successors and assigns), as parties of the first part, and

M/s Vemagiri Power Generation Limited, a company incorporated under
companies act, 1956 and having its Corporate Office at Skip House, 25/1,
Museum Road, Bangalore — 560 023 (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.

Recitals

1.

wd

Whereas, the Company had entered in a Power Purchase Agreement dated
March 31, 1997 which was amended on June £8, 2003 by the Amendment
Agreement to the Power Purchase Agreement.

Whereas, the rights and obligations of Transmission Corporation of Andhra
Pradesh Limited, a body constituted under the section 13 of Andhra Pradesh
Electricity Reforms Act, 1998 (Act, 30 of 1998) and successor to erstwhilz
Andhra Pradesh State Electricity Board and having its registered office at
Vidyut Soudha, Hyderabad -500 082 (hereinafter referred to as the
"APTRANSCO™) under the Power Purchase Agreement dated March 31,
1997 and the Amendment Agreement to the Power Purchase Agreement dated
Juag 18, 2003 (hereinafizr Power Puichase Agreement dated March 31, 1997
and the Amendment Agreement to the Power Purchase Agreement dated June
18, 2003 are collectively referred to as the “PPA”) have been transferred 1o
the APDISCOMS pursuant to a transfer scheme formulatad by the
Government of Ardhra Pradesh and issued vide the notification bearing
number {G.0.Ms No.38 Energy (Power—II1), dated 07-06-2005] by the Erergy
Department, Governmert of Andhra Piadesh as published in the Andhra
Pradzsh Gazette on June 9, 2003 (herginafter the notific

ation is referred to as
the “Third Transfer Scheme™)

ohereas, the APDISCOMS have agreed to discharge all the obligations of

AVTRANSCO under the PPA as provided herzin and in accordance with the
‘Thied Transfer Scheme. 3
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4. Whereas, the parties are desirous of amending the PPA on the terms and
conditions set forth herein and in terms of the Third Transfer Scheme, The
proposed amendments duly initialed by APDISCOMs and the Company and
submitted to Andhra Pradesh regulatory Electricity Commission (APERC) on
6.6.2006 for consent. APERC conducted public hearings on 17.7.2006 and
27.7.2006. APDISCOMSs submitted responses/clarifications on the objections
raised before and after public hearings. APERC issued consent to the
proposed amendments and subsequent modifications vide its orders dated
30.12.2006 and amendment order dated.30.03.2007 in O.P.No. 19 of 2006.

NOW THEREFORE, in consideration of the foregoing premises and for other good

and vatuable consideration, the receipt and adequacy of which are hereby acknowl-
edged, the parties hereto agree as follows:

L. In terms of the Third Transfer Scheme, APDISCOMS confirms and agrees
that the APDISCOMS shall be deemed for all purposes to be a signatory to the
PPA with the same force and effect as if APDISCOMS had been original
signatories thereto, and the APDISCOMS agrees to be bound by all terms and
conditions thereof and discharge all obligations thereunder and hereunder.

2, The parties acknowledge and agree that the APDISCOMS have replaced
APTRANSCO in all respects with regard to the PPA and shall execute such
other or further documents and / or take such steps, as are necessary and / or
incidental, in order to give full and complete effect to such transfer of

contracts, deeds, agreements and other instruments of whatever nature to the
APDISCOMs,

3. Subject to Clause 2 hereof and pending the execution of such other or furthar
documents as envisaged under Clause 2 hercot, the parties hereto are entering
into this Amendment Agreement to the PPA as detailed hereunder:

{a) The PPA shall stand amended as mentioned hereunder and as indicated
in the attached Annexure attached hereto, which Annexure shall
constitute an integral part of this Amendment Agreement.

(D) The PPA shall stand modificd or amended to the extent provided
heein. Afl other terms and conditions of PPA and all otaer obligations
of the parties shall continue to be binding on the partics. This
Amendment Agreement and the PPA shall together constitute one and
i same agreement and the provisions of this Amendment Agreement
siail form an integral part of the PPA., However, notwithstanding the
foregoing, should any provisicas of this Amendment Agreement be ot
variance or in conflict with any of the provisions of the PPA, th:
provisions of this Amendment Agreement shall prevail,
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IN WITNESS, whereof

this Amendment Agreement is executed by the parties
hereto, on the 2™

day of May 2007 herein above written through the hands of,

For and on behalf of
EASTERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH LTD
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For and on behalf of
SOUTHERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH LTD

BYa) g(_,/yi/

CHi:z: JENERAL MANAGER
FAEIACTE  APSFLLL
it s PATH

For and on behalf of
CENTRAL POWER DISTRIBUTION COMPANY OF ANDH A PRADESHLTD

M. HAKAa 8Ly
Chiaf Goneral Manager (Comml)
APCPDRCL, Redhills,

Y P& oR b%%alcroor
NORTHERN POWER DISTRIBUTION COMPANY OF AN DHRA PRADESH LT
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For and on behalfer
M VEMAGIRI POWER GENERATION LIMITED
VWITINESS:

VARSI
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ANNEXURE

AMENDMENT AGREEMENT BETWEEN APDISCOMS AND M/s VEMAGIRI
POWER GENERATION LIMITED TO AMEND THE POWER PURCHASE
AGREEMENT DT.31.3.1997 AND AMENDMENT AGREEMENT DT.18.6.2003

SL

PPA
CLAUSE
REF.

EXISTING PROVISION

PROPOSED AMENDMENT

1.1.27

Fuel: means Natural Gas that is
intended to be used as primary fuel by
one or more units of the Project to
generate power from the Project or in
case of unavailability of primary fuel,
Naphtha or Low Sulphur heavy stock
and the like as alternate Fuel.

a) [Intentionally left blank]

Fuel: means Natura) Gas only.

a) [Intentionally left biank]

1.1.44

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
energy units equivalent to 5% of the
installed capacity of 370 MW, which
works out to 162.06 million energy
units (kWh) at Generator terminals to
the maximum KWH of energy that
could theoretically be generated by the
Project during that Tariff Year based on
8760 hours multiplied by the Installed
Capacity, computed at the generator
tarminals, providad that if the PLF as
computed is negative number, then
PLF shall be taken as zero.

Plant Load Factor or PLF: means the ratio,
expressed as a percentage, of the number of
KWH of Cumulative Available Energy in any
Tariff Year arrived at as per Article 8.2(c) and as
computed at the generator terminals in
accordance with Schedule D less Committed
Incentive Energy expressed in KWH to be
supplied by the Company in accordance with
Article 3.2(A) to the maximum KWH of energy
that could theoretically be generated by the
Project during that Tariff Year based on 8760
hours multiplied by the Installed Capacity,
computed at the generator terminais, provided
that if the PLF as computed is negative number,
then PLF shall be taken as zero.

1.1.54

Schedule Date of Completion:
Means, the following dates with respect
to each Generating Unit,

Scheduled Date of Comp!etion:.means, the

iollowing dates with raspact to each Generating
Unit.

YA

Unit Schaduled Date of Unit Scheduled Date of Campletion
Compietion (SDOC) (SBOC) from the date of signing
| from the date of of Amandmeant Agraament
‘ signing of Amandment dated 18.6.2003
| Agraemant ‘_ Gas 31.03.2005
r GSS " [ a3 . 3,& (¢]
i Turbi 238 months | Turbine
; urina ! . .
; (First : {First Unit)
| ynit) | Consined 31.03.2003
i _St%gm 31 months 1‘ Cyclz
| turoine ' {Last Unity
(Last f
Unit) !
, 7.9 ~ N ;
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SL PPA
No CLause EXISTING PROVISION PROPOSED AMENDMENT
REF.
Note 1 : The COD of the project shail
have been achieved in all respects by
the SDOC of the Project. In case the Note 1 : The COD of the Project shall have
Project COD s not achieved within 90 | been achieved in all respects by the SDOC of
days from the date of COD of the first the Project. In case the Project COD is not
Generating Unit, the charges payable | achieved within 90 days from the date of COD
will be combined cycle energy charges | of the first Generating Unit, the charges payable
only. will be combined cycle energy charges only.
Provided that the Scheduled Date of Provided that the Scheduled Date of
Completion of the last Unit shall be | Completion shall be extended day for day for
extended day for day for any delay any delay directiy arising from (i) a Force
directly arising from (i) a Force Majeure Majeure (provided in Asticle 10.4) (i)
(Aticle 10.4) (i) APTRANSCO Default APDISCOMs Default or failure of the
or failure of the APTRANSCO to APDISCOMSs to complete the Inter Connection
complete the Inter Connection Facilities Facilities three (3) months before the Scheduled
three (3) months before the Scheduled | Date of Completion of the first Unit (ifi) non-
Date of Completion of the first Unit, availability of Fuel for commerciat operation till
31.3.2008 (iv) time required for commissioning
Explanation: In case of a delay in as per the construction schedule of the Project
achieving the Scheduled date of due to non-avaitability of Fuel,
completion of the last unit the
Company shall pay as liquidated Explanation: In case of a defay in achieving
danmages to the APTRANSCO, asum | the Scheduled Date of Completion of tha last
equal to Rs, 50,000 per day for the first | unit, the Company shall pay as liquidated
one hundred and eighty {180) days of damages to the APDISCOMSs, a 3um equal to
delay and Rs. 3,50,000 per day for Rs. 50,000 per day for the first one hundred and
delays in excess of one hundred and eighty (180) days of defay and Rs. 3,50,000 per
eighty (180) days, for each 100 MW of day for delays in excess of one hundred and
capacity or any part thereof, payment | eighty (180) days, for each 100 MW of capacity
for which shall be due thirty (30} days or any part thereof, payment for which shail be
from the Scheduled Date of Completion | due thirty (30) days from the Scheduled Date of
of the last Unit and 2very thirty (30) Completion of the last unit and evary thirty (30)
days thereafter or if 2arier upon the days thereafter or, if earlier, upon the
tarmination of this Agreement provided | termination of this Agreement provided for
i i for hereunder. ereunder.
[ |
R ! Sale & Purchase of Capacity: Sale & Purchase of Capacity:
! [ From and after  the Commercial | From and after the Commercial Oparation Date
i | 1 Operation Date of the first Generating | of tha first Generating Unit, subizct to the
; : | Unit, subjact to the provisions of this | provisions of this Agreement, tr= Cemgany
! I | ~jreament, tha Company shall sell, | shall sell, and the APDISCOMSs shail purchase,
i i | and the APTRAMSCO shall purchase, | for the consideration of the Capacily Charga, all
; ' | ior the considaration of the Capacity : the available Capacity of the projsct limitzd to
| ) . Ciarge, all the available capacity of the | Installed Capacity of 370 M.
; ; | Profect. J
! J f Neta: In case the Project COD coours : Mota: In case the Project COD ocsurs beyond
! i | beyond ninety days of the COD of Urit | ninaty days of COD ‘of Unit 1, the Capacity
| ; v 1, the Capacily Charga payable shall; Chargs payable shall be limited to ninety days
i 1 L &2 limited to nirety days only from the | only from the COD of Unit 1.

.
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SL PPA
CLAUSE EXISTING PROVISION PROPOSED AMENDMENT
No REF.
COD of Unit 1.
Notwithstanding anything to the contrary
contained in this Agreement, the Company shall
not be required {o or obligated in any manner
whatsoever to sell or otherwise provide to
APDISCOMs any capacity over and above the
Instailed Capacity by the Project at any point of
time during the term of this Agreement. The
Company shall be free to dispose off capacity
not exceeding 17.625 MW (the “Excess
Capacity”) over and above the installed
Capacity to any third parly as it deems fit,
without requiring any further approval from
APDISCOMs for disposal of excess capacity.
Provided this disposal of Excess Capacity shall
be subject to
(a} The Company complying with all applicable
laws, rules and regulations made there
under;
{b) The Company shall not declare Excess
Capacity to third party without providing an
Availability Deciaration up {o installed
capacity to the APDISCOMS; and
(¢) The Company shall always inform along
with  Availability Ceclaration the capacity
committed to third party out of the Excess
Capacity for each Settlement Period.
3. 3.2 Computation of Capacity Charge Computation of Capacity Charge
The Capacity Charge wili be tha sum of | The Capacity Charge will be the sum of the
the following amounts, in Rupees, i following amounts, in Rupees, estimated in
| astimated in accordance with Aricle | accordance with Article 5.2(b) and 5.2 (e) for
| 1 i 5.2(b) for purposes of monthly billing | purposes of monthly billing and adjusted
L and adjusted pursuant to Article 5.2 {c) ' pursuant to Articla 5.2 (c) far each Tariff Year,
i for 2ach Tariff Year, and subject in | and sugject in either case to the fimitation that
githar case to the fmiation that the | the ictal of such amountis shall not exceed an
tstal of such amounts shall not axceed | amount corrasponding to a PLF of 30%.
| an amount corresponding to a PLF of
i : i 80%. (iy Foreign Cebt Service Charge (FDSC) of USS
i t{iy Foreign Debt Service Charge ! 0.008 (USS zaro point zero zaro 3ix) per unit of
i L{FDSC) of USS 0.005 {USS zero point | Cumulative Available Energy payable in rupees
! ; [ £30 zaro six) par unit of Cumulativa | convated at the Current Rate of Exchange,
| | Avallable Energy payable in rupees | provided that such Forsign Dabt Service
| : jcanvertad at the Current Rate of | Charge shall be payable only in r2spect of the
i | iExchange, providad that such Foreign | pericd ending en ths 11" (eieventh) annual
g i D=bt Service Charge stall be payable | anniversary of the COD of the last Generating
1 i | enly in raspect of the paried anding on | Unit.
. ! - L v e
Yt .!!_,.._-- “ > 2 (? ) 7 ( "“1\ ! _:—-,_q'i_ \ (—,,
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SL
No

PPA
CLAUSE
REF.

EXISTING PROVISION

PROPOSED AMENDMENT

the 11" (eleventh) annual anniversary
of the COD of the last Generating Unit.

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

Provided that the shortfall, if any, in payment of
FDSC per unit on account of unavailability of
Fuel til 31.03.2008 or tit such a later date,
when full availability of natural gas of 1.64
MMSCMD is available for a full month for the
first time shall be paid to the Company in the
Tariff Years immediately succeeding the 11
(eleventh) annual anniversary of the COD of the
last Generating Unit till such time that a shortfall
in FDSC, on account of such unavailability of
Fuel, is recovered by the Cempany.

Such payment shall be made for aggregate of
shortfall in Energy Units (KWH) for the period
upto 31.3.2008, or till such a later date, when
full availability of natural gas of 1.64 MMSCMD
is available for a full month for the first time, by
which the PLF is fower than 80% on account of
unavailability of Fuel.

(i) Other Fixed Charges (OFC) of Rs. 0.699
(Rupees zero point six nine nine) per unit of
Cumulative Available Energy which shall be
fixed for the term of this Agreement.

3.2(A)

The Cempany shall supply in a Tariff
Year (after Project COD) at the
Generator  terminals energy units
equivalent to 5% of the Installed
Capacity of 370 MW, which works out
to 182.06 million units over and above
the PLF of 80% to the APTRANSCO
(hereinafter referrad to  as  the
“Committed Incantive Energy”).

APTRANSCO shall deem the initial
2Nergy units delivered by the Company
supjsct to a maximum of anargy uaits
equivalent ta 5% of the instafied
capacity of 370 MW, which works out to
152.08 million units in a tarif Yaar
(aftzr Project COD) at tha Genarator
3iminals as the Committad Incentive

The Company shall supply in a Tariff Year (after
Project COD) at the Generator terminals energy
units equivalent to 5% of the Instaliad Capacity
of 370 MW, which works out to 152.06 miltion
units over and above the PLF of 80% to the
APDISCOMSs (hereinafter referred to as the
“Committed Incentive Energy”).

APDISCOMs shall deem the initiat nergy units
deliverad by the Company sudject to a
maximum of energy units equivalent to 5% of
the Installad Capacity of 370 MW, “hich works
out to 182.06 million units in a Tawii? Year (after
Project COD) at the Generator terrinals as the
Committed incantive Energy.

Energy.
I

APTRANSCO shall pay tha Company |
for the Committad Incantive Ensrgy at
adredrata of  Rs.0.0559 per Energy
Unit [10%(ten percent) of the Cithar |
Fixzd Charge statad in Article 3.2}

:_{hersinafter referred to as “Committad !

APDISCOMs shall pay tha Comaany for the

i Committed Incentive Enargy at a fixed rate of
| %s.0.0899 (Rupees zaro point zzr0 six nine

nine) per Energy Unit [10% (ten pzicent) of the
Gthar Fixed Charge stated in Aricle 3.2}

(herzinafter referred to as "Committad Incentive

. e 1 Gt .
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PPA
CLAUSE
REF.

EXISTING PROVISION

PROPQSED AMENDMENT

Incentive Charge”)

Charge")

Provided however that notwithstanding anything
to the contrary stated hereinabove, the
obligation to supply Committed Incentive
Energy is applicable with effect from and
including the Tariff Year in which Fuel is
available, for a PLF of 85% or above. If the
Company achieves PLF{l) between 80% to 85%
then the incentive would be paid at the
Committed Incentive Energy Rate of Rs.0.0699
per unit.

33

Energy Charge

(a) Computation of Energy Charge
The Energy Charge will be computed
based on the fallowing formula;

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

Where:

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

EU is the total number of Energy Units
delivered at the Inter Connection Point
in respect of such Biling Month
measured on the Metering Date for
such Billing Month (or in case of any
bili for energy units generated by a
Generating Unit prior to its COD, in
respect of the peried to which such bill
rzlates).

as per Article 1.1.(57);
C is tha cost of Fual in Rs. per unit of
Fusl, as defivered at the fuel metering
coint at the site

i3 tha GCV of Fuel in Kcallunit of

yel;

@

A 13 a number aqual to the Auxiliary
Consumgtion  =sxprzssed  as 3
rercentage of gross generation as per
Articla 1.1 (4),

i is the Station Heat Rate in Keal! KWH |

Energy Charge

{a) Computation of Energy Charge

The Energy Charge will be computed based on
the fellowing formula:

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

Where:

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

h is the Station Heat Rata in Kcall KWH as per
Article 1.1.(57);

C is the cost of Fuel in Rs. par urit of Fuel; as
delivered at the fuel mataring point at the site

i g is the GCV of Fuel in Keal/unit of Fual;

[' H
IA is a numbar equal ta tha Auxiliary

Consumption expressed as a cercentage of
1 gross generation as per Article 1.1 (4).
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SL
No

EXISTING PROVISION

PROPOSED AMENDMENT

i axtent that;

Provided that

Case-l: "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-ll: In the event of purchase of
Natural Gas from sources other than
GAIL, the cost “C” shall be the cost as
per GAIL price or the cost of alternative
fuel supplier whichever is less.

Case-lll: “C" is the cost of Alternate
Fuef shall be as decided by the Fuel
Supply Committee.

Provided that the APTRANSCO has
the right to review and approve the
Fuel Supply Agreement through the
fuel Supply Committee in accordance
with and subject to Schedule |.

(b) Minimum Fuel Off-take Charges
The APTRANSCO shall reimburse the
Company for charges paid in respect of
its failure to take delivery of minimum
ievels of primary fuel only, but only if
and to the extent that the Company's
failure to take such Fuelis due to the
APTRANSCC's issuance of Despaltch
Instructions requiring that the Project
be operated at a level lass than the
level of Declared Capacity set forth in
any then  applicable Availability
Declaration, or the APTRANSCO's
failure or inability to accapt delivery of
Met Electrical Energy frem the Project
{whether due to Forca Majaure events
ar othenwisa).

Provided that the APTRAMSCO shall

Provided that

Case-l: "C” is the cost of Fuel delivered at the
metering point is inclusive of cost of Gas and
transportation charges, and cther taxes as per
the invoice(s) given by GAIL,

Case-li: In the event of purchase of Fuel from
sources other than GAIL, the cost “C” shall be
the cost as per GAIL price or the cost of
alternative fual supplier whichever is less,

(b) Minimum Fuel Off-take Charges

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

Provided that the APDISCOMSs 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.

(it} the Company exercised any right to elect,
under the terms of the Fuel Supply Agreement,
to “carry forward" tha Fual in question (i.e., to
receive such Fual at a later dats} or to store
such Fuel at any Fuel storage fasilities of the
Company or of tha Fusl supplier, which are

available undar the Fual Supply Agreement;
and

(i) the Company took all reasonable steps
available to it and such steps iden'ified by the

raimburse such minimum Fuel Off-take !
Charges to tha Compary only to the |

{1) such minirmum 7 2l ofitaka charges |
were incurred in accordance with the]

Fuzl Supply Agreement. !

i

APDISCOMs (such as cn-sale of Fuel to the
APDISCOMs or othar atl2 purchasars identifiad
by the APDISCOMSs) to raduce tha amount of
liability, any added costs of which the
APDISCOMs shall upen prior notice by the
Company have agreed in writing to pay to the
Company.

o P2
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(i) the Company exercised any right to
glect, under the terms of the Fuel
Supply Agreement, to “carry forward”
the Fuel in question (i.e., to receive
such Fue! 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

(i) 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.

(c) Notwithstanding anything to the contrary
contained in this Agreement, for the period from
the date of Synchronisation of the Project to
31.3.2008, if the Company is required to pay
transportation charges for Fuel even during the
periods when Fuel has not been supplied by the
Fuel Supplier, APDISCOMs shall pay andfor
reimburse such transportation charges which

the Company is liable to pay to the Fuel
Supplier.

3.6

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 Board a
penalty as a percentaga of the Giher
Fized Charge paid to the Company in
such Tariff Year as given below:

PLF (%) Penalty (%)
68.5%  Nil

Below 2% for evary 1% shortfall

83.5% inPLF

to {i.e. for a PLF of 60.5%,

£0.5% the penalty will oe 16% of
the Other Fixed Charge)

Below 3% for every 1% shortfall
83.5% inPLF

to (i.e. for a PLF of 50.5%,
£3.5%  the penaity will be 16% +
,‘ 30% = 48% of the Othar
Fixad Charge)

| Zelow  Sameas for 50.5% i.2.
Lo3.5%  48% of tha Othur Fixed
' Charge,

i
|
|
i
i
I
1
| |
|

| Providad that in case of a Tariff Year |
| which involves the Stabilisation Perind |

Disincentives:

In case the Project is unable to achieve a PLF
of 68.5% for a Tariff Year, then the Campany
will pay to the APDISCOMs a penalty as a
percentage of the Other Fixed Charge paid to
the Company in such Tariff Year as given
below:

PLF Penalty (%)
(%)

68.5% Nil

Below 2% for every 1% shortfall in PLF
63.5% ({i.e. for a PLF of 60.5%, the

to genalty will be 16% of tha Other
60.5% Fixed Charga)

Below 3% for avery 1% shortfali in PLF
60.5% (i.e. for a PLF of 50.5%, 12

to cenaity will be 16% + 303 = 46%
50.5% of the Gther Fixed Charg:

Below Same as for 50.5% i.e. 45% of the
60.5% Othar Fixed Charge.

Provided that in case of a Tariéf Year which
involves tha Stabilisation Pericd of a Generating

'A,'l'.u‘
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PROPOSED AMENDMENT

of a Generating Unit, the PLF for
applying the penalty will be adjusted
using a minimum threshold of 51.37%
in place of 68.5% for such Stabilisation
Period on a time and megawatt
weighted basis (and each other
threshold specified above, shall be
adjusted downwards by the same
proportion).

Unit, the PLF for applying the penalty will be
adjusted using a minimum threshold of 51.37%
in place of 68.5% for such Stabilisation Period
on a time and megawatt weighted basis (and
each other threshold specified above, shall be
adjusted downwards by the same proportion)

Explanation: Provided that the Company shall
not be liable for any penalty under this clause to
the extent it is due to lower PLF arising out of
non-avatlability of Fuel.

New
clause
5.2 (e)

It is agreed that, if as a result of partial
availability of Fuel (availability of natural gas
less than 1.64 MMSCMD for a full month for the
first time), the Company is unable to attain a
PLF of 80%, APDISCOMSs will be liable to pay
monthly Capacity Charge to the extent of
Availability Declaration only at the rate per unit
calculated on the basis provided in Clause 3.2(i)
and (i). This clause shall be in operation till
31.3.2008 or fill such a later date, when full
availability of natural gas of 1.64 MMSCMD is
available for a full month for the first time.

10

6.1

Term of the Agreement

Subject to the terms of this Agreement,
this Agreement shall become effective
upen the execution and delivery thereof
by the parties and shall continue in
force from the date of such delivery
untit the completion of a pericd of
fiftzen (15) years from the Project COD
un'ess earlier terminated as provided
herein, and not later than one hundred
and eighty (180) days orior fo the
axpity of the initial term of this
Agreement, the Agreemant may te
renawed for such further period and on

such terms and conditions as may ta |

mutually agreed upon between the
partias,

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 shall continue in force from tha date of such
delivery until the completion of a period of
tventy three (23) 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 tarm of this
Agreement, tha Agreement may ke renewed for
such further pericd and on such terms and
conditions as may be mutually agreed upon
betwean the parties.

If tha Inter Connection Facilites are
cemalated by the date which is thraa

and the first Generating Unit is not
synchronised  on  or before the
Schaduled Date of Comglation of the |
first Generating Unit, pay *o the Board {

If the inter Connection Facilities 273 completed

' by the date which is threa (3) morths prior to
£ (3) months to the Scheduled Date of |

t Comgletion of tha first Ganerating Unit

the Scheduled Date of Compistion of the first
Generating Unit and tha first Generating Unit is
not synchronised on or beafora tha Schedulad

. Date of Completion of the first Genzrating Unit,

othervise than on account of unzvailability of
Fuel till 31.3.2008, pay to the APDISCOMs

12
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EXISTING PROVISION

PROPOSED AMENDMENT

interest on the actual cost of the Inter
Connection Facilities constructed only
for the purpose of the Project (as
established by the Board 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 first Generating Unit
untit 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.

interest on the actual cost of the Inter
Connection Facilities constructed only for the
purpose of the Project (as established by the
APDISCOMs 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 first Generating Unit until the earlier of the
date of such synchronisation or the date when
such synchronisation would have occurred but
for any delay arising from an event of Force
Majeure. The Company's payment obligation
under this Article shall not be affected by
application of Article 10.4,

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

The Project fails to issue an Availability
Declaration providing for Declared Capacity
which is in excess of 50% of the Instailed
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 recommendations, any
period of Force Majeure, any act or omission of
the APDISCOMSs, any period of unavailability of
Fuel, or any Emergency directly causing or
contributing to the shortfall in the Declared
Capacity)

! directive being called a “Dispatch

Caspateh Rignts

Generation of Net Electrical Energy
with alternate fual shall be with prior
approval of  APTRANSCO. In
daspatching the Project, the Company
shall follow tha direstives of the
APTRANSCO to back down ganaration
and to resume generziion of MNat
clactrical  Energy in 2ach  case
consistent with the Project's Technical
Limits, Prudent Ulility Practices, thz
recommendations of the manufacturars
of major equipmant, this Agreement !
and cother arrangements betwaen the
Company  and the APTRANSCO !
iagarding  commuanication and  co-
ordinaticn of ogerations (each such

Despatch Rignts

fn despatching the Project, the Company shall
follow the directives of the APDISCOMSs to back
down generation and to resume generation of
Net Elecirical Energy in sach case consistent
with the Project's Technical Limits, Prudent
Utility Practicas, the recommendations of the
manufacturers  of major equipment, this
Agreement and other arrangamants between
the Company and the APDISCCMs ragarding
communication and co-ordination of operations
{each such directive being called a “Dispatch
Instruction”). (Thz APDISCOMs shall not be

{ raquired to reimburse the Coirzany for any

incremental costs or damages in respect of
Dispateh Instructions issued in compliance with
the foregoing and with the following provisions.)

PPA
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Instruction”). {The APTRANSCO shali
not be required to reimburse the
Company for any ingremental costs or
damages in respect of Dispatch
Instructions issued in compliance with
the feregoing and with the following
provisions.)

14 | New = The Parties hereby acknowledge that the terms
Clause — of this Agreement have been agreed between
Article the Company and APDISCOMs based on
5.2A

projected availability of Fuel to the Company by
GAIL upto the end of March 2008 (and
assuming availability of 1.64 MMSCMD of gas
during April 2008).

The details of Fuel supply projscted by the
Company are set forth below:

May 2006 - 0.5222 MMSCMD
Jun 2006 - 0.4910 MMSCMD
July 2006 - 0.4632 MMSCMD
August 2006 - 0.6577 MMSCMD

September 2006 to
Qctober 2006 — 0.3904 MMSCMD

November 2008 to
February 2008 - 0.5206 MMSCMD

March 2008 - 1.0687 MMSCMD
April 2008 - 1.84 MMSCMD

if the supply of Fusal is less than ine projected
supply til March 2008 and / or shoifall in supply
of 1.84 MMSCMD of gas in April 2008, as set
forth above, APDISCOMs agrz2 that the
Company may claim compen:ation from

 APDISCCMs  for loss in Capaciy Charges

i

fncurred by the Company on acc.unt of such
shortiall of Fuel. In order to cornoensate the
Company for such loss in Capacily Charges,

| the following shall apply.

i(a) The compensation shall be Lmited to the

|

loss in Capcity Chargzas incuved by the
Company till such date the supply of 1.64
MMSCMD of gas is defayed beyond 1%
April 20G3. Upan supply of 1.54 MMSCMD
9as for a fuil mentn, for the ¥irst time, the
Company shall not make any fu-ther claims

i [
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of loss in Capacity Charges incurred
whether there has been a shortfall in gas
supply or not.

(b) This claim for loss in Capacity Charges shall
include the loss in Capacity Charge
incurred upto the month in which 1.64
MMSCMD gas is received. The claim shall
also include variations in supply of gas tiil
end of March 2008,

(c) The Parties shall within ninsty (90) days of
the claim being made by the Company
amend the Agreement, only by way of
increasing the term of the Agresment
beyond twenty three (23) years. Tiil such
time the Company receives 1.64 MMSCMD
of gas for a full month, for the first time, the
Company shall not be deemed to be in
default or breach of this Agreement for any
shortfall in generation.

It is agreed by the parties that in case the
supply of Fuel during the period batween the
Project COD and 31.3.2008 is higher than the
projected availability of fuel as mentioned
above, the following shall apply.

The Parties shail, within ninety (90) days of the
submissions made by the Company or claims
made by the APDISCOMS for reduced loss in
Capacity Charges incurred by tha Company,
amend the Agreement by reducing the term of
tha PPA.

Schadule | e
— Fuel

Supply . o .
Commitas | {Intantionally I=ft blank]

Schedule | - Fuet Supply Committee

=2}

Maw - Schedule | shall stand deletad and all
Clausze ' references to Schedule or any other matter

} contained in Schedule | and referred to in the
: + Agreement shall stand deleted.

~3

i
Mz i - - This Amendmaent Agraement and th= PPA shall

Clausa together constitute one and the same
| ragrzement  and  the provisions of this
| Amandmant Agraement shall form an integral
! part of the PPA. However, notwithstanding the
| foragoing, should any provisions of this
| Amerdment Agreement be at variance or in
{ conflict with any of the provisions of the PPA,

..........O.C.0.0...............0........’_‘.
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the provisions of this Amendment Agreement
shall prevail.

For and on behalf of
EASTERN POWER DISTRIBUTION COMPANY OF ANDHRA PRADESH LIMITED

w ']v-’}-

")F\F‘l

Hh: A

For and an behalf of
SOUTHERN POWER DISTRIBUTION COMPANY CF ANDHRA PRADESH LIMITED

For and on behalf of
CENTRAL POWER DISTRIBUTION COMPANY OF ANDHRA RADES!-(LIM!TED

M. NARASIMHULH‘
Ouiel Goneral Managar {Comm!)
APCTEDCL, Redhills,
EYDERABAD-300 (04,

For and on behalf of
NORTHERM POWER DISTRIBUTION COMPANY OF AMDHRA P‘?AD:S;I LhuaTED

[}

WITNESS:; L i C
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For and on behaif of

Ms VEMAGIRI POWER GENERATION LiaiT iz=D
WITHESS:
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AMENDMENT AGREEMENT TO THE POWER PURCHASE AGREEMENT
_FOR THE GAS BASED POWER PROJECT OF 370 MW
AT VEMAGIRI, EAST GODAVARI DISTRICT

This Amendment Agreement is entered into to amend the Power Purchase Agreement
daied the 31% day of March 1997, at Hyderabad on this day of 18" June, 2003 (here in- after

. relerred to as “this agreement™).

BETWEEN:

i Transmission Corporation of Andhra Pradesh Limited constituted under the section 13 of
Andhra Pradesh Electricity Reforms Act, 1998 (Act, 30 of 1998) and successor to erstwhile
APSEB (hereinafter referred to as “Board") and having its office at Vidyut Soudha, Hyderabad -
4500 082 (hereinafter referred to as the “APTRANSCO” which expression shall, unless repugnarnt
p the context or meaning thereof include its successors and assigns), as Party of the first part,

ad
umm:r wm

p. M. K GARMOH
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2. M/s Vemagiri Power Generatlon Limited (VPGL), a company incorporated under
companies act, 1956 and having its Corporate Office at Skip House, 25/1, Museum Road,
Bangalore — 560 025 (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; ‘
1 !

3 Whereas, the Government of Andhra Pradesh (here in after called “GOAP”) announced a
policy for attracting private sector investments in power sector and in line with the Government
policy, the erstwhile Board invited bids for short gestation power projects. M/s Nippon Denro
Ispat Limited (Now Ispat Industries Limited), participated in tenders and submitted a bid to
design, finance, construct, complete, own and operate a liquid fuel based power station of 468
MW capacity at Yemagir, East Godavari District in Andhra Pradesh, India. The erstwhile
Board accepted the bid by M/s Nippon Denro Ispat Limited (Now Ispat Industries Limited) and
they were selected by the erstwhile Board and duly approved by the GOAP to establish the said
Power Project.

4, Whereas, M/s Nippon Denro Ispat Limited (Now Ispat Industries Limited) incorporated a
new company under the Indian Companies Act, 1956 with the name “M/s Ispat Power Limited,
with its Registered Office at Ispat House, BG Kher Marg, Worli, Mumbai to develop, finance,
construct, complete, own and operate the Project, to execute 468 MW Project at Vemagiri and
this newly formed company accordingly entered into PPA signed on 31.3.97.

5. M/s Nippon Denro Ispat Limited (Now Ispat Industries Limited), who originally received -

 the Letter of Intent to setup the Power Project, have furnished to the APTRANSCO

Relinquishment deeds, relinquishing their rights, claims and demands in the Project to be
established at Vemagiri. Accordingly M/s Ispat Power Limited, the Generating Company who

signed PPA on 31.03.1997 will develop, finance, construct, complete, own and operate the 468
MW Project at Vemagiri.

6. Whereas, M/s Ispat Power Limited proposed to develop, finance, construct, complete,
own and operate the Project and agreed to sell the capacity and energy generated by the Project
to the erstwhile Board and the erstwhile Board agreed to purchase such capacity and energy in
accordance with the terms and conditions of the Power Purchase Agreement.

7. Whereas, M/s Ispat Power Limited resolved to change their name as M/s Vemagiri
Power Generation Limited and substituted their new name and registered the change of name
with the Registrar of Companies, Mumbai duly submitting the resolution as required.

8. Registrar of Companies vide certificate No.11-104977 dated 11.12.98 issued a fresh

certificate of incorporation No.11-104977 on the name of M/s Vemagiri Power Generation
Limited.

9. Whereas, Central Electricity Authority, New Delhi vide Lr.No.F.No.2/AP/61/96-
PAC/368-391, dated 14.1.99 accorded Techno Economic Clearance for the 492 MW Combined
Cycle Power Plant of the Company at an estimated completed cost of US $ 248.020 Million +
Rs.638.223 Crores at a foreign exchange rate of Rs.42.0 per US §.
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10.  Whereas, consequent to change of name M/s Ispat Power Limited requested
APTRANSCO to correspond in the name and style of M/s Vemagiri Power Generation Limited
(hereinafter referred to as “Company™). M/s Ispat Industries Limited submitted an indemnity
Bond indemnifying APTRANSCO that in the event of failure on the part of M/s Vemagiri Power
Genefation Limited to adhere to all or any of the conditions contained in the Letter of Intent
together with PPA, they shall be held liable for any consequences of non-fulfillment of the
conditions. M/s Vemagiri Power Generation Limited gave an Undertaking Bond stating that
they shall undertake and complete the scheme as per the terms and conditions set by the
APTRANSCO in LOT and as per conditions in the PPA entered into by M/s Ispat Power Limited.

M/s Vemagiri Power Generation Limited requested APTRANSCO and GQAP to recognize the
new riame. 7

11 Whereas, GOAP in their letter No.6641/Pr.1/1/96 dated 15.10.99 accorded approval for
change of name of the Company from M/s Ispat Power Limited to M/s Vemagiri Power
Generation Limited under section 15(A) of Electricity Supply Act, 1948 with the terms and
conditions governing the original award of power Project and obligations of IPP under PPA

- remaining unaltered.

12.  Whereas, M/s Vemagiri Power Generation Limited in their letter dated 2.5.2000 to the
Government of Andhra Pradesh stated that they confirm their acceptance to match the terms

-applicable to Gautami Power Limited with respect to capacity charge, FDSC, OFC, repayment

period, station heat rate, incentives and other benefits and requested the GOAP to recomnmend to
GOl for alletment of Natural Gas.

GOAP in letter dated 19.5.2000 communicated that since M/s Vemagiti Power
Generation Limited agreed to match the terms applicable to Gautami Power Project with respect
to capacity charge, FDSC, OFC, repayment period, station heat rate, incentives and other
benefits, it was agreed to accept the offer of M/s Vemagiri Power Generation Limited and to
recommend for allotment of Gas to GOL

13.  Whereas, Ministry of Petroleum & Natural Gas, GOI in letter dated 5.6.2000 has
Jallocated 1.64 MMSCMD of Natural Gas from KG Basin on firm basis to M/s Vemagiri Power

Gertieration Limited.

4. ‘Whereas, GOAP advised developers either to restrict their plant capacity according to the
Gas allotted or to execute the project in two stages with available Gas and balance capacity after

the additional gas allotment or to join with some other project/Gas allottee and implement the
project as per Gas availability.

15.  Whereas, M/s Vemagiri Power Generation Limited has chosen the second option to
execute the project in two Stages as per Gas availability as below:

Stage | - 370 MW with available Gas of 1.64 MCMD
Stage 11 -- 150 MW after obtaining Gas
' For VEMAGIRI POWER f_a)l\b'd u.
—% :_g ) \g/d.l
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Whereas, the GOAP through their letter dated 15.12.2000 have allowed the Company 1o
implement the Project in two stages of 370 MW in stage 1 and 150 MW in Stage 1I.

Whereas, it is the responsibility of the developer to secure the additional gas reqmred for
Stage II of the Project with a capacity of 150 MW. The permission to proceed with Stage IT of
the Project will be given by GOAP, only after the developer gets the required 100% gas
allocation and the implementation schedule of Stage II of the Project approved by APTRANSCO
with reference to its load requirements and evacuation facilities to be in place.

Whereas, the GOAP in letter dated 8,1.2001 permitted the Company under-section 18(A)
of the Electricity (Supply) Act 1948 to establish operate and maintain 520 MW Gas based Power
Project to be implemented in two stages near Vemagiri, East Godavari District in Andhra
Pradesh State.

16.  Now whereas, M/s VPGL in letter dated 3.10.2001 intimated that the GMR Group and its

" Associates have now joined this Project as strategic investors and developers. The proposed

equity holding in the Project is as detailed below:
GMR Group and its Associates - 63%
Ispat Group and its Associates -- 37%

17. Now the Amendment Agreement to Power Purchase Agreement is for the capacity of
370 MW project under Stage 1. However, all commercial terms and conditions govemning Stage
11 of the Project shall be the same as per terms and conditions of this Amendment Agreement.

18. Draft Amendment to the PPA was sent to APERC for consent under section 21{4) of
APER Act, 1998 on 5.122001. 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 Draft Amendment to the PPA vide its order dated 12.4.2003 for stage-I of
capacity of 370 MW. .

19. Now therefore, it is agreed between APTRANSCO and the Company that this
Amendment Agreement to the Power Purchase Agreement dated 31.3.97 is entered as detailed
héreunder:

(a)  The Power Purchase Agreement dated 31.3.97 shall stand amended as indicated in the
attached Annexure.

(b) All other terms and conditions of Power Purchase Agreement dated 31.3.97 and all other

obligations of both the parties shall be binding on both the parties and are effective from
the date of this Amendment Agreement dated the 18" day of June, 2003.

- y.G o
W "

— VICE CHARMAN
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IN"WITNESS whereof this Amendment Agreement to the Power Purchase Agreement is

executed "y the parties hercto, on the day, month and year herein above written through the
hands of.

For and on behalf of
TRANSMISSION CORPORATION OF ANDHRA PRADESH LIMITED

P “ r‘nurllllé 03

: /\‘3\b\® Director ((‘p..m TG Cnomee i
1) \J k’i C%W AP:IT"?JE: '\I ‘;‘- : . b

(T- €A BHA AT
SEf 2 Qo

- For and on behalf of
M/s VEMAGIRI POWER GENERATION LIMITED




AMENDMENT AGREEMENT TO THE PPA DATED 31.3.97
OF VEMAGIRI POWER GENERATION LIMITED

T

Sk
No.

Article
No.

As per Vemagiri PPA

Modification propesed

The name M/s Ispat Power Lid., may be read as Mys
Vemagiri Power Generation Ltd.,, (VPGL) wherever
occuiming,

The Board/APSEB may be read as APTRANSCO |
wherever occurring.

“this Agreement”, “signing of this agreement”
wherever occurring may be read as “this Amendment

Calorific Value (Gross) or GCV of Fuel: means,

{ for the purpose of calculating the Energy Charge for

cach Billing Month, the weighted average gross

| walorific 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.

Agreement”, “signing of this Amendment Apreement”, 4
Calorific Yalue (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.

Explanation: Natural Gas is the primary fuel and the
calorific value shall be as mentioned by Gas Authority
of India Limited (GAIL) against the quantum of gas
supplies during the specified periods in the invoices.

APTRANSCO may associate with the Company for
joint sampling as per the frequency (online, daily,
weekly or any frequency) as agreed with the supplier of |/
fuel.

1.1.11

Capital Cost: means the total expenses required for

] developing, financing, designing, manufacturing,

delivering, and erecting the Project, quoted as
Rs.1437 Crores,

Explanation: For the avoidance of doubt, the
Company shall be solely responsible for, and shall
obtain all clearances required to be obtained under

] Law from the Authority with respect to the Capital
I Cost.

Capital Cost: means the total expenses required for
developing, financing, designing, manufacturing,
delivering, and erecting the Project, projected as
Rs.1043 Crores.

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

6. LLZT % Fuel: means gas, naphtha, low suiphur heavy stock | Fuel: means Natural Gas that is intended to be used as
g or furnace oil, and the like, that is intended to be primary fuel by one or tnore units of the project to
wsed as primary fuel, by one or more units of the generate power from the Project or in case of
Project to generate power from the Project or in case unavailability of primary fuel, Naphtha or Low Sulphur
of unavailability of Naphtha any of the above as heavy stock and the like as alternate fuel. '
| altemate foel.
‘ a) [Intentionally left blank]
1) Fuel Linkage: has the meaning ascribed to it in
Article 7.2(z}, ) :
7. 1.1.35 | Installed Capacity: means the maximum electrical

generating capacity of the Project or a Generating
Unit, as the case may be, in megawaits (“"MW") as
measured at the generator terminals, determined

Installed Capacity: means the maximum electrical

generating capacity of the Project or a Generating Unit,
as the case may be, in megawatts (“MW") as measured
at the generator terminals, determined from time to
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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 one or more
Generating Units of the Project or of the Project as a
whole, in final tests to be specified by the Board is
higher than the output initially guaranteed by the
manufacturer/supplier thereof, the output initially
guaranteed by the manufacturer/supplier will be the
installed Capacity thereof, as from the date of such
final tests. However, where the output of one or
more Generating Units of the Project or of the
Project as a whole, in final tests to be specified by
the Board is lower than the output initially guarantee

by the manufacturer/supplier thereof, that lower |

output alone will be the Installed Capacity thereof.

Explanation 2: The Project capacity of 468 MW is
taken as the nominal capacity and for installed
capacity as determined as per Explanation 1 above, a
tolerance limit of plus or minus 5% is permitted.

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

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

“Explanation 2: The project capacity shall not exceed
370 MW and for Installed Capacity as determined as
per Explanation 1 above, a tolerance limit of minus 5%

.| is permitied, only afier final Performance Acceptance

Test for Combined Cycle Project conducted in
accordance with Schedule F.”

1.1%

Inter Connection Point: means the point or points
where the Project conmects to the 220 kv
transmission line of the Grid System of the Board in
the Project switchyard.

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.

118

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

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 atrived at as per
Article 5.2(c) and as computed at the pencrator |
terminals in accordance with Schedule D less energy
units equivalent to 5% of the installed capacity of 370
MW, which works out to 162.06 million energy units
(kWHh) at Generator terrninals to the maxitum KWH of
energy that could theoretically be genecrated by the
Project during that Tariff Year based on 8760 Hrs.
muitiplied 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 ZEToD,

10.

1.147

Project: Means the Combined Cycle Power Station
proposed to be established at Vemagiri, East
Godavari District in A.P,, India consisting of 2 {two)
Generating units based on Naphtha as Fuel and 1
{one) Steam Generating unit, having 2 nominal
Installed capacity of 468 MW computed at Ambient
Reference conditions.

Project: Means the Combined Cycle Power Station
proposed to be established at Vemagiri, East Godavari
District in A.P., India consisting of 1 (one) Generating
unit based on Natural Gas as Primary Fuel and 1 (one)
Steam Generating unit, having a nominzl installed
capacity of 370 MW computed at Ambient Reference
conditions.

11.

1149

Promoter Group: means M/s Ispat Power Limited
(including its successors and assigns) and other
associated firms and companies, all of whom have
authorized M/s Ispat Power Limited to represent

them.

Promoter Group: means M/s Vemagiri Power
Generation Limited (including its successors and
assigns) and other associated firms and companies, all
of whom have authorized M/fs Vemagid Power
Generation Limited to represent them.
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12.

1.1.54

#Schedule Date of Completion: means, the
{ following dates with respect to each Generating
i Unit.

{ Unit Scheduled Date of Completion
41 One 20 months

b 2. Two 22 months

a 3. Third and last 26 months

4 Provided that the Scheduled Date of Completion of
the last Unit shall be extended day for day for any
d directly arising from (i) a Force Majeure
{Article 10.4) (ii) Board Default or failure of the
Board to complete the Inter Connection Facilities
Yeight (8) weeks before the Scheduled Date of
{ Completion of the first Unit or any other reason for
|which an exiension in such date is provided
| bereunder (including pursuant to Article 7.2).

4 Explanation: In case of a delay in achieving the
Scheduled Date of Completion of the last unit the
Company shall pay as liquidated damages to the
Board, a sum equal to Rs. 50,000 per day for the first
one hundred and eighty (180) days of delay and Rs.
350,000 per day for delays in excess of one hundred
and eighty (180) days, for each 100 MW of capacity
bid or any part thereof, payment for which shall be
due thirty (30) days from the Scheduled Date of
Completion of the last Unit and every thirty {30)
days thereafier or if earlier upon the termination of
this Agreement provided for hereunder.

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

Unit Scheduled Date of Completion
(SDOC) from the date of signing
of Amendment Agreement

Gas Turbine 28 months

(First Unit)

Stem Turbine 3 months

{Last Unit)

Note I: The COD of the project shall have been
achieved in all respects by the SDOC of the Project. In
case the Project COD is not achieved within 90 days
from the date of COD of the first Generating Unit, the
charges payable will be combined cycle energy charges
only.

Provided that the Scheduled Date of Completion of the
last Unit shall be extended day for day for any delay
directly arising from (i) a Force Majeure (Article 10.4)
(ii) APTRANSCCG Default or failure of the
APTRANSCO to complete the Inter Connection
Facilities three (3) months before the Scheduled Date
of Completion of the first Unit. :
Explanation: In case of a delay in achieving the
Scheduled Date of Completion of the last unit the
Company shall pay as liquidated damages to the
APTRANSCQ, a sum equal to Rs.50,000 per day for
the first one hundred and eighty (180} days of delay
and Rs.350,000 per day for delays in excess of one
hundred and eighty (180) days, for each 100 MW of
capacity or any part thereof, payment for which shall
be due thirty (30) days from the Scheduled Date of
Completion of the last Unit and every thirty {30) days
thereafter or if earlier upon the termination of this
Apreement provided for hersunder.

1.1.57

i Station Heat Rate: Shall be 2755 Kcal per kWh
§ upto Schedule Date of Completion of the last unit or
the Project COD, whichever is earlier and shall be
1900 Kcal per kWh after Schedule Date of
Completion of the last unit or the Project COD,
which ever is earlier.

Explanzation: Station Heat Rate means the quantum,
in Kilo Calories, of input heat energy required by the
Project to generate one Energy Unit

Station Heat Rate: Shall be 2682.5 Kcal per XWh upto
Schedule Date of Completion of the last unit or the
Project COD, whichever is earlier and shall be 1850
Kcal per kWh after Schedule Date of Completion of
the last unit or the Project COD, which ever 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

For VEMAGIRI POWER EENE TION LTD.
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14,

12

All other words and expressions used herein and not
defined herein but defined in the Indiaa Electricity

1 (Supply) Act, 1948 and set out in Schedule ‘B’
| applicable to this Agreement shall unfess the context
'} otherwise requires, have the meanings, respectively,

assigned to them as attached hereto as Schedule ‘B’

All other words and expressions used herein znd 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 confext otherwise
requires, have the meanings, respectively, assigned to
thesn as attached hereto as Schedule ‘B,

15.

2.1

{ Sale and Purchase of Capacity:
1 From and after the Commercial Operation Date of

the first Generating Unit, subject to the provisions of
this Agreement, the Company shall sell, and the
APSEB shall purchase, for the considértion of the

1 Capacity Charge, all the available capacity of the
| Project,

Sale and Purchase of Capacity:

From and afer the Commercial Operation Date of the
first Generating Unit, subject to 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.

Note: In case the Project COD occurs beyond ninety
days of COD of Unit 1, the Capacity Charge payable
shall be limited to ninety days only from the COD of
Unit 1,

32

{ Computation of Capacity Charge

The Capacity Charge will be @ sum of the
following amounts, in Rupees, cstimated in
accordance with Article 5.2(b) for purposes of
monthly billing and adjusted pursuaat to Article
3.2(c) for each Tarff Year, and subject ia either case
do the limitation that the total of such amounts shall

| mot exceed an amount comresponding # a PLF of

B80%.

{i) Foreign Debt Service Charge {FDSC) of US$
00158 per unit of Cumulative Available Energy
payable in rupees converted at the Cwrrent Rate of

1 Exchange, provided that such Foreign Debt Service
i Charge shall be gayable only in respect of the period

ending on the 8 (eighth) annual amsiversary of the
COD of the last generating unit.

(i) Other Fixed Charges (OFC) of Rs. 0.54 per unit
of Cumulative Available Energy which shall be
fimed for the term of this Agreement.

Computation of Capacity Charge

The Capacity Charge will be the sum of the foliowing
amounts, in Rupees, estimated in accordance with
Article 5.2(b) for purposes of monthly billing and
adjusted pursuant to Article 5.2(c) for each Tariff Year,
and subject in ejther case to the limitation that the total
of such amounts shall not exceed an amount
corresponding to a PLF of §0%.

(i) Foreign Debt Service Charge (FDSC) of US$ 0.006
(USS zero point zero zero six) per unit of Curmlative
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 last Generating Unit.

(i) Other Fixed Charges (OFC) of Rs. 0.699 (Rupees
zero point siX nine nine) per umit of Cumulative
Available Energy which shall be fixed for the term of
this Agreement.

32(A)

Add

The Company shall supply in 2 Tarff Year (after
Project COD) at the Generator terminals energy units
equivalent to 5% of the Installed Capacity of 370 MW,
which works out to 162.06 million units over and
above the PLF of 80% to the APTRANSCO
(hereinafter referred to as the “Committed Incentive |
Energy™) -

APTRANSCO shall deem the initial emergy units
delivered by the Company subject to a maximum of
energy units equivalent to 5% of the installed capacity
of 370 MW, which works out to 162.06 million units in

"Mj‘/ 10
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a tariff Year (afier Project COD) at the Generator
terminals as the Committed Incentive Energy.

APTRANSCO shall pay the Company for the
Committed Incentive Energy at a fixed rate of
Rs.0.0699 per Energy Unit [10% (ten percent) of the
Other Fixed Charge stated in Article 3.2] (hercinafter
referred to as “Committed Incentive Charge™)

18.

33

{ The Energy Charge will be computed based on the
} Wllowing formula:

lo=gu* (hC){g(1-A/100)}

| Month (or in the case of any bill for Epergy Units
1 generated by a Generating Unit prior to its COD, in

Energy Charge
{a) Computation of Energy Charge:

Where:
U is the Energy Charge in Rs. in respect of a Billing

mspect of the period to which such bill relates);

1 EU is the total number of Energy Units delivered at
e Inter Connection Point in respect of such Billing

| Billing Month (or in the case of any bill for Energy

| Units generated by a Generating Unit prior to its
1£0D, in respect of the period to which such bill

§ Acticle 1.1 (5T);

1€ is the cost of Fuel in Rs. per unit of Fuel; as

Month measured on the Metering Date for such

relates);

% is the Station Heat Rate in KcallKWH as per

delivered at the Fuel metering point at the site.
g is the GCV of Fuel in Kcal/unit of Fuel;

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

Provided that the cost of fuel “C™ shall be calculated
in Rupees (with any amount denominated in any
other currency being converted into Tupees at the
current rate of exchiange {actual) and shall equal the
sum of

(i) Basic weighted average cost of Fuel in case of
indigenous fuel and in case of imported fuel,
the weighted average CIF value plus in each
case, finance and procurement costs.

(ii) Taxes, duties, cesses and other Government
Agency levies; and

Energy Charge
(2) Computation of Energy Charge

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

U=Eu* (kC)/ {g(1- A/100)}

Where:

U is the Encrgy Charge in Rs. in respect of a Billing
Month (or in the case of any bill for energy units
generated by a Generating Unit prior to its COD, in
respect of the period to which such bill selates).

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 Biiling Month
{or in the case of any bill for energy units generated by
a Generating Unit 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 is the cost of Fuel in Rs. per umit of Fuel; as
delivered at the Fuel metering point at the site
g is the GCV of Fuel in Kcal/unit of Fuel;

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

Provided that

Case-T: “C” is the cost of Natural Gas which is primary
furel, 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 altermative fuel
supplier whichever is less.

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

Provided that the APTRANSCO lias the right to review
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(iii) Handling, storage, transportation  and

impontation charges.

Provided that the Board has the right to review and
approve the Fuel Supply Committee in accordance
with and subject to Schedule L.

(b) Minimum Fuel Off-take Charges

The Board shall reimburse the Company for charges
paid in respect of its failure to take delivery of
rminimum levels of Fuel, but only if and to the extent
that the Company’s failure to take such Fuel is due
to the Board's issuance of Despatch Instructions

and approve the Fuel Supply Agreement through the
fuel Supply Committee in accordance with and subject
to Schedule T.

(b) Minimum Fuel OQfi-take Charges

The APTRANSCO shall reimburse the Cormpany 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 set forth
in any then-applicable Availability Declaration, or the
APTRANSCO's failure or inability to accept delivery

of Net Electrical Energy from the Project {whether due

|

i

requiring that the Project be operated at a level less ]
to Force Majeure events ot otherwise), )
1

i

|

than the level of Declared Capacity st forth in any
then-applicable  Availability Declaration, or the
Board'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:

-. 1
(i) such minimum fuel off-take charges were incurred '
in accordance with the Fuel Supply Agreement. ;

Provided that the Board shall reimburse such
minimum Fuel Off-take charges to the Company ;
only to the extent that: i
(ii) the Company exercised any right to elect, under the |
terms of the Fuel Supply Agreement o “camry "t
forward” the Fuel in question (ie., 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 i

are available under the Fuel Supply Agreement; and

(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 “camry :

forward” the Fuel in question (i.c., to receive such | (iii) the Company took all reasonable steps available to

Fuel at a later date} or to store such Fuel at any Fuel | it and such steps identified by the APTRANSCO {such !

storage facilities of the Company or of the Fuel | as on-sale of Fuel to the APTRANSCO or other able !

supplier, which are available under the Fuel Supply | purchasers identified by the APTRANSCO} to reduce |

Agreement; and the amount of liability, any added costs of which the -
APTRANSCO shail upan prior notice by the Company :

(iii) the Company took all reasonable steps available | have agreed in writing to pay t© the Company.

to it and such steps identified by the Board (such as

on-sale of Fuel to the Board or other able purchasers

identified by the Board) to reduce the amount of

liability, any added costs of which the Board shall

upon prior notice by the Company have agreed in

writing to pay to the Company.

37

Incentives Regime:

In case the Project achieves 2 PLE(T) greater than 80°. -
for a Tariff Year, then the APTRANSCO will pay o
Company an incentive for the additional units of | the Company an incenuve for the additional umits of
actual generation in gXcess of a PLF(l) of 80% as a actual generation In excess of a PLF(1} of $0% as 2
percentage of the Other Fixed Chartge in such Tariff | percentage of the Other Fixed Charge in such Tanfl
Year as given below: Year as given below:

Incentives Regime:
In case the Project achieves a PLF(T) greater than
80% for a Tariff Year, then the Board will pay (o the

For VEMAGIRI POWER GENERATION LTD.
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No. N .
PLF{I) (%) Incentive (%) PLE() (%) Incentive (%)
80% Nil 80% Nil
: Above 80% upto 85% At “Committed Incentive
Above 80% 2% for every 1% increase in PLF(T) Charge” as per Article
! upto 85% (ie, for a PLF(I}) of 85% the ‘ 3.(A).
incentive will be 10% of the Other | Above 85% upto 90% 2% for every 1% increase in
Fixed Charge} PLF({M) (i.e. fora PLF(D) of
9%, the incentive will be
Above 85% 3% for every 1% increase in PLF(T) 10% of the Other Fixed
upto 90% (ic. for a PLKD of $0%, the . Charge)
incentive will be 10% + 15% = 25% | Above 90% : Same as for 90% ie. 10% of
of the Other Fixed Charge) v the Other Fixed Charge
Abave 90% Same as for 90% i.e. 25% of the Provided that no taxes on income from incentives shall
Other Fixed Charge. be payable by APTRANSCO.
20, 33 Claims for Taxes on Income: Clalms for Taxzes on Income:
Added at the end of the para.
Provided that no Income Tax shall be payable by
APTRANSCO for savings effected by the Company on
operating parameters beyond the norms accepted in this
Agreement.
21. 4% Installation: Instaliation:

Main energy meters of 0.2 class accuracy shall be
installed at the 220 KV points of supply by the
Company ard check meters at the same point and of
the same accuracy shall be installed by Board. 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

thereof. The check energy meters shall

be the property of Board and Board shall be
respotisible for the cost of inspection, maintenance,
calibration and replacement thereof.

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 10 the Area Load Despatch centre at}
Nunna and intumn 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 termninated by the Company
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 Company and;
APTRANSCO. ‘
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EMS-SCADA equipment:

The Company ghall provide Transducers, RTU and
data transmission equipment (Modem) that is to be
installed at the Project site along.with software and
Data Commumication Protocol compatible to the ULD
& C project of APTRANSCO in order to facilitate real
time data transfer to the Area Load Dispatch Centre at
Numna of APTRANSCO by integrating their RTU to
the APTRANSCO SCADA System.

fits . O A s Al i 5 AP, ol 23

The Company shall discuss with the APTRANSCO
team under CE/Power Systems and CE/Telecom on the
EMS-SCADA equipment that are to be installed at the
Project and the type of communication system that is to
be adopted between the Project and the Vemagiri 400
KV SS and get the specifications approved by the
; APTRANSCO on mutual concurrence.
22, 5.2(d) | add At the end of Tariff Year, the company shall raise a
supplementary bill for the Committed Incentive Charge
‘ as per the Article 3.2 (A).
23. 5.10 - |Tscrow Account 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
r- APTRANSCO under this Agreement as further set
y 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) Southern Power Distribution Company of AP Ltd.
(APSPDCL), (iii} Central Power Distribution
— Company of AP Ltd. (APCPDCL) & (iv) Eastern
o 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
f 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

For VEMAGIRI POWER GENE N LTD.
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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 cfforts) 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 finds from the Escrow Account
cach month to be used for such purposes 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 duc to the
Company, or in case of non-renewal of the Letter of
Credit as required under Articie 5.9, the company, by
potice in writing to the bank holding the Escrow
Account, may require such bank not to honour any of
the cheques, 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 executed in order to give effect
to this Article 5.10, the details of which shall be in
form and substance reasonably acceptable to the
Company and its lenders.

24,

511

As per Yemagiri PPA
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 three (3) days after the date of
presentation of bill. Where such payments are made
on or before the Due Date of Payment but after the
ahove three 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 (ii) the Working Capital
Rate applicable to the Company then in effect,
calculated on the basis of the number of days the
payment was overdue, and (b) the amount of any
liability incurred by the Company for penal interest
on Debt arising owt of the Board's failure to make
such payment on the Due Date of Payment, provided
that the Company -shall fumnish documentary
evidence to the Board demonstrating such liability.

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
after 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 (ii) the Working Capital Ratc 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.
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25.

138

If the Inter Connection Facilities are completed by

If the Inter Connection Facilities are completed by the-

the date which is eight weeks prior to the Scheduled

date which is three (3) months to the Scheduled Date of.
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As per Vemagiri PPA

Modification proposed

Date of Completion of the first Generating Unit and
the first Generating Unit is aot synchronized on or
before the Scheduled Date of Conpletion of the first
Generating Unit pay to the Board interest on the
actual cost of the Inter Conmnection Facilities
constructed only for the purposes of the Project (as
established by the Board to the reasonablie
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
sad applied towards meeting such cost and being

{ payzble from the Scheduled Date of Completion of
§ the first Generating Unit until the earlier of the date

of such synchronization or the date when such
synchronization 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,

Completion of the first Generating Unit and the furst
Generating Unit is not synchronized on or before the
Scheduled Date of Completion of the first Generating
Unit pay to the Board intcrest on the actual cost of the
Inter Connection Facilities constructed only for the
purposes of the Project (as established by the Board to
the reasomable satisfaction of the Company), such
interest being calculated pn a daily basis and being
equal to the interest charged in respect of any loans
raised by it and applied towards meeting such cost and
being payable from the Scheduled Date of Completion
of the first Generating Unit until the earlier of the date
of such synchronization or the date when such
synchronization 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.

26.

714)

Add

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 cise of
failure to deliver the energy according to the system
requirements and Agreement conditions, the Company
shall reimburse to APTRANSCO or the AFTRANSCO
shall be entitled to withhold the amounts from the
amounts due to be paid to the Company the cost of
purchase of such cmergy from another generating
Company. :

27.

7.2(2)

1 Inter Connection facility:

4{1) make all reasonable efforts for making
jmmangements (including financing and construction)
i dor the Inter Connection Facility so that the
| Wterconnection Facility is completed eight weeks
| before the Scheduled Date of Completion of the first

Generating Unit 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

{8elay arising from an event of Force Majeure, and an

Wdependent Engineer designated by the Company
wnd reasonably acceptable to the Board, has certified

j#at the Project is teady to begin the process of

wierconnection, the Board shall pay to the Company

s liquidated damages for such delay an amount
iequal to B0% of the Capacity Charge calculated in

the manner described in Article 5.2(b), substituting,
Sowever, for the Installed Capacity, the capacity of
#he first Generating Unit tequired to be installed as
pet the EPC Contract, from the later of the Scheduled
Date of Completion of the First Generating Unit and
e date falling siv. weeks after the first Generating

Inter Connection facility:

{1} make all reasonable efforts for making
arrangements (including financing and construction) for
the Inter Connection Facility so that the Interconnection
Facility is completed three (3) months before the
Scheduled Date of Completion of the first Generating
Unit 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 first Generating Unit
required to be installed as per the EPC Contract, from
the later of the Scheduled Date of Completion of the
First Generating Unit and the date falling six weeks
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As per Vemagiri PPA

Modification proposed

Unit is ready to begin the process of interconnection
{as certified by the Independent Enginecr) until
carlier of the date falling six weeks after the date
upon which the Imter Comnection Facility is
completed or the COD of the first Generating Unit,
provided that the Board’s payment obligations under
this Article shall not be affected by application of
Article 10.4, Within thirty (30) days of the COD of
the first Unit, the Company shall refund to the Board,
the excess, if any, of the payments described above
over the payments which would have been made
based on the Installed Capacity, as determined in
testing and commissioning the first Unit

process of intercormection (as certified by the
Independent Engineer) until earlier of the date falling
six wecks after the date ©pon which the Inter
Connection Facility is completed or the COD of the
first Generating Unit, provided that the
APTRANSCO's payment obligations under this Article
shall not be affected by spplication of Article 10.4.
Within thirty {30) days of the COD of the first Unit, the
Company shall refund to the APFTRANSCO, the excess,
if any, of the payments described above over the
payments which would have been made based on the
Installed Capacity, as determined in testing and
commissioning the first Unit

28.

1.8

Make all reasonable efforts to assist the Company to
obtain the issuance of the Fuel Linkage ie., the
required Permits from the GOAP and the GOI
allocating the Project the right to obtain and use
quantities of Naphtha to generate electricity at a PLF
of 100% (the “Fuel Linkage™), subject to any actions
of the Company, which may be required in
comnection therewith, within sixty (60) days of the
date of execution of this Agreement or as soon
thereafter as practicable.

[Intentionally left blank]

29.

9.29

The Company

(i) fails to commence construction by (i) issuing a
notice to proceed to the Contractor, (ii) commencing
substantial continuing work on the foundation for the
first Generating Unit and or (jii} delivering to the site
and commencing installation of major components
of the project within 10 months of signature of this
Agreement, provided that such period shall be
extended as provided in Article 10.4 for delay in the
achievement of such date, which is caused by a
Force Majeure event, or

The Company

(i) fails to commence construction by (i) issuing a
notice to proceed to the Contractor, (ii) commencing
substantial continuing work on the foundation for the
Units and or (jii) delivering to the site and corumencing
installation of the 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 by a
Force Majeure event, or

300

9.2{ i)

To maintain thereafter during the term of this
Agreement, reliable capacity equal to 98.5% 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,

To maintain thereafier 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 & nan
able to demonstrate such reliable capacity in any’
subsequent retest during the next succeeding twelve
(12) months,

31

izl

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:

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 semt by
registered or certified mail, tele fax, telex or telegram:
addressed as follows: :,l

!

}

by 17

For VEMAGIRI POWER GENE-{AHON LTD.

WICE CHAIRMAN



SL | sheficle As per Vemagirl PPA Medification proposed :
No. | B, Eﬁ
If to the Company: If to the Company:
Attention: Attention; Vice Chairman, ?
M/s Vemagiri Power Genemation Lt ;
Telex No. SKIP Housc, 25, Museum Road, |}
Bangalore — 560 025. i
| Tele Fax No. Telex No. -
' TeleFaxNo. 080 - 2213001 / 2273633
Telephone Telephone 080 - 2570100/ 2570110
If to the APSEB: If to the APTRANSCO:
Attention: Chairman, Attention: Chairman and Managing Dircctor  {
APSEB, Vidyut Soudha, .. Transmission Corporation of A.P. &
Hyderabad - 500 082, “Ltd., Vidyut Soudba, ¢
India. Hyderabad - 500 082, z’f
Telex No. 0425 - 6318 APSEB IN India. -
TeleFaxNo.  040- 3393317 Telex No. 0425 - 6318 APSEB IN
Telephone 040 - 3317643 Tele Fax No. 040 - 23393317 :
Telephone 040 - 23317643
All notices or communications given by telefax,
telex or tzlegram shall be confirmed by depositing a | All notices or communications given by telefax, telex
copy of the same in the post office in an envelope | or telegram shall be confirmed by depositing a copy &
properly addressed to the appropriate party for | the same in the post office in an envelope pro
delivery by registered or certified mail. AH notices | addressed to the appropriate party for detivery
shall be deemed delivered upon receipt. registered or certified mail. All notices shall e
deemed delivered upon receipt. i'
32 453 Assignment Assignment: Added
K The Company acknowledges and accepts tlm
APTRANSCO shall be entitled to assign all its riglus;
duties obligations and responsibilities under this
Agreement to the distribution licensees namely the four
distribution Companies (a) Central Power Distribution
Company of AP Lud., (APCPDCL) (B) Southesn
Power Distribution Company of AP Ltd., (APSPDCLY:
{c) Eastern Power Distribution Company of AP Lid ;:
(APEPDCL) (d) WNorthern Power Dismbu:i
Company of AP Ltd,, (APNPDCL) either wholly:
partly and to one or more of them and in such mam
as may be agreed to between APTRANSCO and the
said distribution Companies with the approval ef
Andhra Pradesh Electricity Regulatory Commissien
(APERC), and in such an event the assignee Company:
or companies shall be the party to fulfill ali the tem
and conditions and obligations on the pan
APTRANSCO assumed under this Agreement.
33. | SbD- | "Misdeclaration of Availability" means an event in | "Misdeclaration of Availability" means an event 4n
334vi) | which the Board has given the Company a Despatch | which the APTRANSCO has given the Company a
%13 | Instruction to increase generation over the amount | Despatch Instruction to increase generation over the
fvBa) i 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 comresponding to the despatched

capacity (subject to a tolerance of 2.5% of the

amount then being generated by the Company, whith
amount of excess generation is within the then-
effective Availability Declaration of the Company aad
conforms to the Ramp-up Rate, and: the Company iﬁk
1o deliver during the next Settlement Period the eﬁ

corrected to the ambient reference conditions of
and 50 Hz. comresponding to the despatched ca
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Article
No.

As per Vemagiri PPA

Modification proposed

Declared Capacity) as requested in such Despatch
Instruction, except where such failure is caused by a
Board Default, Emergency, the condition of the Grid
System or any event of Force Majeure (in which
casc 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
watlld be unable to comply with (or it would not be
in accordance with Prudent Utility Practices to
catply with) any Despatch Instructions as a result
of any requirement for unscheduled maintenance or
repairofanyequipmem,thcntheCompmysh:ll
forthwith amend the then effective Availability
Declaration by telephone (to be confirmed in writing
within onc hour) and, so long as such Availability
Declaration had been issued in good faith, no
Misdeclaration of Availability shall be treated as
having occurred as a result of such an amendment
and such Availability Declaration {as so arnended)
shall thereafter apply for 2!l purposcs bereof. -

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

(a) The Declared Capacity shall be reduced to the
capacity comesponding to the actual level of Net
Electrical Encrgy supplied during the first settlement
pcriodadjmtedlobukcinhoaccount:\uxilhry
Consumption following the Compeny’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
comresponding to the Net Electrical Energy 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 Board's then
applicable Despatch Instruction or (ii} any revised
Availability Declaration issued by the Company (the
“Availability Failure Period™) in accordance with
Schedule B, ard

(subject to a tolerance of 2.5% of the Declared
Capacity) as requested in such Despatch Instruction,
except where sguch failure is  caused by a
APTRANSCO Default, Emergency, the condition of
!heGridSymmornnycvcmofFomeMajam:(in
whichmeﬂ::ComnyMbedeamdmhvc
complied with such Despatch Instruction). Provided
Ihat.inlmyﬁmetGComnybecomenmﬂmit
ismwmldbeunablcmoomplywith(uirmldnot
be in accordance with Prudent Utility Practices 1o
comply with) any Despatch Instructions as a result of
mquuixcmcntfornnscheduledmintemmmpair
of any equipment, then the Company shall forthwith
amend the then effective Availability Declaration by
telephone (tobeconﬁnnedinwritingwﬁhinonehou:)
and, so long as such Availability Declaration had been
issued in good faith, no Misdeclaration of Availability
shall be treated as having occurred as a result of such
an amendment and such Availability Declaration fas so
amended) shall thereafier apply for all purposes hereof.

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

(2) The declared capacity shall be reduced to the.
capacity comresponding to the actual level of Net

Electrical Energy supplied during the first settlement

period adjusted to take into accoumt Auxiliary

Consumption following the Company's receipt of the

Despatch Instruction in which the Company fails to

comply with such Despatch Instruction, whichy
reduction shall continuc until the first Settlement;
Period in which the Company delivers capacity

corresponding to the Net Electrical Energy correcied to

the ambient reference conditions of 29°C and 50 Hz,

adjusted to take into account Auxiliary Consumption

delivered by the Conpany in such Sertlernent Period

which is equal to or greater than the leve! of despatched

capacity specified in (i) the Board's then applicab]e;‘
Despatch Instruction or {ii) any revised Availabilityi;{
Declaration issued by the Company (the “Availability

Failure Period™) in accordance with Schedule D, and

Sch.D-
3.4(1)

Despatch Rights

In despatching the Project, the Company shall follow
the directives of the Board to back down geteration
and 1o resume generation of Net Electrical Energy in
cach case consistent with the Projects Technical
Limits,  Prudent  Utility  Practices, the
recommendations of the manufacturers of major
equipment, this Agreement and other arrangements
between the Company and the Board regarding
communication and co-ordination of operations
(cach such directive being called a *Despatch
Instruction”). (The Board shall not be required to

Despatch Rights

Generation of Net Elcctrical Energy with alternate fuse]
shall be with prier approval of APTRANSCO. In
despatching the Project, the Company shall follow the
directives of the APTRANSCO to back down,
gencration and to resume generation of Net Electricaly
Energy in each case consistent with the Project’sﬁ
Technical Limits, Prudent Utility Practices, the
recommendations of the manufacturers of major
cquipment, this Agreement and other amangemenis
between the Company and the APTRANSCO )
regarding communication  and  co-ordination  of

For VEMAGIRI POWER GENERATION LTD.
//Z ’ SLIAJ
VICE CHAIRMAN




capacity is related to the following conditions:

Fuel :  Naphtha

Ambient Temperatwre  :  29°C

(Dry bulb)

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

Load Factor : Base Load

Humidity : o T0%

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

R | Article As per Vemagiri PPA Modification proposed

Wils, No.
reimburse the Company for any incremental costs or operations (each such directive being calicd a
damages in respect of Dispatch Instructions issued in "Dispatch Instruction™). (The APTRANSCO shall not
oomplianccwiﬂlﬁwfmgoinglndwithdmbemquired!ouimbtmelheﬁomnyformy
following provisions.) incremental costs or damages in tespect of Dispatch

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

‘% | SchD- Modified as:

3.4(iii) The aggregate duration of back down of generation
gum)mnt to Dispatch Instpuctions (inchuding ramping
time
(a) for gross gencrating capacity between 85% to 100%
of the Project Installed Capacity, a backdown limit of a
maximum of about 470 MUs in a year.

{b) For a capacity from 60% to 85% - maximum limit
for backing down of 1000 hours in a year.
'3h. § SchD- Meodified as:

3.4(iv) 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 o
onc more Dispatch Instruction.

31. 1 Sch.F- | Site Reference Conditions: Two gross generation | Site Reference Conditions: The gross  generation
1.2 capacity is relatéd to the following conditions: capacity s related to the following conditions:
Fuel . Fuel : Natural Gas
Ambient Temperatwre @ 29°C Ambient Temperature 29°C
(Dry bulb) (Dry bulb)
Absolute Atmospheric 1613 mbar Absolute Atmospheric 1013 mbar
Pressure Pressure .
GT Intake Pressure Loss :  As per EPC Contract | GT Intake Pressure Loss : As per EPC Contract
GT Exhaust Pressure Loss :  As per EPC Contract | GT Exhaust Pressure Loss: As per EPC Contract
Power Factors t Asper EPC Contract | Power Factors : As pet EPC Contract
Frequency : 50Hz Frequency : 50Hz
Load Factor ¢ Base Load Load Factor : Base Load
Humidity - T 70% Humidity : 0%
Note: Correction curves from the above parameters | Note: Comrection curves from the above parameters
shall be as per the EPC Contract and shall be | shall be as per the EPC contract and shall be provided
provided prior to festing. prior to testing,
3B. | Sch.F- | Site Reference Conditions: Two gross generation | Site Reference Conditions: The gross Generagon
22

Capacity is related to the following conditions

Fuel H Natural Gas
{The other items remain unaltered.)

?Mf{f 20
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T8 | Article As per Vemagirl PPA Modification proposed ]

No. No. ;
Sch. G- | Rev(i}= All revenues determined under this | Rev(i)= All revenues determined under  this

based on Declared Capacity on a historical basis as | Incentive Charge payments based on  Declared
determined by the Independent Appraiser. Capacity on a historical basis as determined by the
1 Independent Appraiser.

! . S(b)i) | Agrecment as per the Capacity Charge payments | Agreement as per the Capacity Charge and Committed .

- For and on behalf of
TRANSMISSION CORPORATION OF ANDHRA PRADESH LIMITED

WITNESS: 18665
1) V(w”_)_/ mé [”’9"‘ n":filhf’?q“* -'_,, .
Vb(gugdag’éﬁ Spe. MF:;';‘, o '. ..
), 7 !
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For and on behalf of

M/s VEMAGIRI POWER GENERATION LIMITED

WITNESS: . For Iﬂwu&
Q?b\ﬁf\"‘a‘— / *—)%—j )

b ' \{PS K, LUNLDQ Vle }’Jﬁ‘w
2) (\h‘.}gl“
. r‘pl‘

n




. oo - - - - - P P e s
0000000000000 00000 s X X
e 900000000000 0000000000000000

POWER PURCHASE AGREEMENT

FOR SHORT GESTATION LIQUID FUEL BASED POWER PROJECT

OF 468 MWs AT VEMAGIR! East Godavari Dist., A.P.

between
ANDHRA PRADESH STATE ELECTRICITY BQARD _

and

M/s.ISPAT POWER LIMITED, Mumbai

Dated as of Thirty First March, 1987
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POWER PURCHASE AGREEMENT . _
FOR SHORT GESTATION LIQUID FUEL BASED POWER PROJECT
OF 468 MWs at VEMAGIRI, East Godavari Dist., A.P.
between _
ANDHRA PRADESH STATE ELECTRICITY BOARD
“and
M/sISPAT POWER LIMITED

This Power Purchase Agreement (this nagreement™), entered into on
this 31 day of March, 1997, between Andhra Pradesh State Electricity Board,
‘constituted under the Indian Electricity (Supply) Act, 1948 and having its office at

Vidyut Soudha, Hyderabad - 500 049 (hereinafter referred to as the “"Board”,

which expression shall, unless repugnant to the context of meaning thereof
include its successors and assigns), as Party of the first part, and M/s.ISPAT
POWER LIMITED, a company incorporated under the itndian Companies Act,
1956 and having its registered office at Ispat House, B.G.Kher Marg, Worli,
Mumbai - 400 018 (hereinafter referred to as the “Company", which expression
shall, unless repugnant o the context or meaning thereof, include its successors

and assigns), as Party of the second part;

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

N - Mg
5. L. NARULA
5paT BYWER LIMITED. 1P ARATHY
lSPAT HOUSE VI.,‘,_,. SOV FT - ,_.,-'_:::::Joo

E.G. KHER MARG, WORLI, _ A
14 UMBAIL-400 C18.
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gestation power projects. M/s Nipppon Denro ispat Limited, tspat House,
B.G.Kher Marg, Worli, Mumbai - 400 018 has submitted a bid to design, finance,
construct, complete, own and operate a liquid fuel based power station of
468 MW capacity (hereinafter referred to as “Project’) at Vemagiri, East
Godavari Dist., in Andhra Pradesh, India. The Board accepted the bid by the
M/s Nippon Denro Ispat Limited, and they were selected by the Board and duly
approved by the GOAP to establish the said Project; -

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

9060000000000 00000C0000000CESES

-

WY

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

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

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

et P

B. L. NARULA

FRESIDENT CHAIRMAN
AP. STXIY ELECTRICITY BOARD

ISPAT POWER LIMITED, ~  “OWeSmpineco-wo os
ISPAT HOUSE

B8.G. KHER MARG, WORLI,
MUMBAIL-400 018,
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1.1

4)

S)

6)

7)

- 8)

ARTICLE 1

DEFINITIONS
Deﬂ'nitions: For the purposes of this Agreement,

Ambient Reference Conditions : means the site reference conditions
established pursuant to paragraph 1.2 (in the case of open cycle
operation) or paragraph 2.2. (in the case of combined cycle operation) of
Schedule F for determination of 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 (ii) 3 (three) % for
combined- cycle operations after Scheduled Date of Completion of the
iast Unit or the Project COD, whichever is earlier, Provided that the
figures given above shall be increased by 0 5% durlng the Stabilization
Period, ERCTE

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 first Generating Unit and ending on
(and including) (i) the tenth day of the calendar month in which the
Commercial Operation Date of the first Generating Unit occurs or , (ii) if
the Commercia! Operation Date ‘of the first Generating Unit occurs on or
after the tenth day of the calendar month, the tenth day.of the next
calendar month; and (B) thereafter, the period commencing on the
eleventh day of the calendar month and ending on (and including) the
tenth day of the next calendar month.

Board Default : has the meaning ascribed to it in Article 8.1.

 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
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10)-

11)

12)

13) -

14)

15)

16)

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.

Capacity Charge: shall have the meaning ascribed to it in Articlie 3.2
hereof.

-

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

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

Cause : in relation to the failure to issue, or renew or the revocation or
amendment of any Permit means any fact or circumstance, which
legally entities the issuing Government Agency, or the Board, 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 or is 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. -

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

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

Cumulative Available' Energy : has the meaning ascribed thereto in

Schedule D. :

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

18)

19)

| 20)

21)
22)

23)

24)

rate as published by the State Bank 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.

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

on the date of payment of the monthly bills / supplementary bitls by the
Board. :

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

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

'Emergency: means a condition of or affecting the Board's 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 Board 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 Kilo Watt Ho_ur'(KWH) of electrical energy.

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

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

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

- satisfy the requirements of the 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.
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25)

26)

27)

28)

29)

30}

31)

32)

33)

34)

35)

Force Majeure : has the meaning ascribed to it inArticle 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.

Fuel: means gas, naphtha, low sulphur heavy stock or furnace oil, and
the like, that is intended 1o be used as primary fuel, by one or more units
of the Project to generate power ‘from the Project or in case of
unavailability of Naphtha any of the above as alternate fuel.

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

Fuel Supply Agreemeﬁt: 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.

GOAP : means the Govérnment of Andhra Pradesh and its successors.
GO!: means the Government of India and its succe'ssors.

Generating Unit or Unit : means one gas or steam tlrbine generator
and the equipment and facihtles ancaltary thereto o

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 Government of India or any political subdivision
thereof or any court, tribunal or judicial body within India.

Grid System : means the interconnected electrical transmission and

distribution system of the state of Andhra Pradesh including the Inter
Connection Facility and all other fransmission lines and other equipment
in the state of Andhra Pradesh on the Board‘s snde of the Inter
Connection Point.

[Intentionally Ieft blank]

Installed Capacity: means the maximum electrical generating capacity

of the Project or a Generating Unit, as the case may be, in megawatts
("MW") as measured at the generator terminals, -determined from time

* to time pursuant to the tests given in Schedule F . subject to adjustments

for the Ambient Reference Conditions.
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35)

37)

38)

39)

40)

41y

42)

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

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

Inter Connection Facility: means all the facilities to be installed by or
for the Board on the Board's side of the Inter Connection Point to
enable the Board to receive and utilize power from the Project in
accordance with this Agreement.

inter Connectaon Point: means the point or points where the Project
connects to the 220 kv transmissian line of the Grid System of the Board
in the Project switch yard.

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

Metenng Date: means (A) the midday of the tenth day of the calendar
month in which Commercial Operation Date of the first Generating Unit
occurs or if the Commercial Operation Date of the first Generating Unit
occurs on or after the tenth day of the calendar month, the tenth day of
the next calendar month; and (B) the midday of the tenth day of each
caiendar month, thereafter.

Mlsdeclaration 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. :

Non-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.
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43)

44)

45)

Permits: means all formal and informal permits, licences, visas,
clearances, rights and any other authorisations and approvals from the
Board or any Government Agencies which are required to develop,
design, finance, construct, insure, own and operate the Project in
accordance with this Agreemerit, 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, as computed at the generator ferminals in accordance
with Schedule D , to the maximum KWH of energy that could
theoretically be generated by the Project during that Tariff Year based
on 8760 hours multiplied by the Installed Capacity, computed at the
generator terminals.

Plant Load Factor (Incentive)} or PLF(l) : means the ratio, expressed
as a percentage of the number of KWH of generation as computed at
the generator ferminals 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 energy that could
theoretically be generated by the Project during that Tariff Year based

on 8760 hours multiplied by the Installed Capacity, computed at the

generator terminals,

NEE x (1)

——

{1-(A/100)]

PLF (1)

8760 x IC x 1000

Where !

NEE

Ic

46}

47)

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

Political Force Majeure Event: means any eveﬁt of Force Majeure
described in Article 10.1()) and Political Force Majeure shall be

. construed accordingly.

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

(one) steam Generating Unit, having a nominal installed capacity =i

468 Mega Walts computed at Ambient Reference Conditions.
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48)

. 49)

50)

51)
52)

53)

54)

Froject COD: means, the Commercial Operation Date of the Iast
Generating Unit.

F’romoter Group: means M/s. ISPAT POWER LIMITED ({which
inciudes its successors and assigns), and other associated firms and

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

Prudent Utility Practices : means those 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.

Ramp-up Rate: means the rate at which each Unit can be asked to

_increase its generation as specifi ied by the Cqmpany in Schedule A,

supported by the manufacturer's specifications.

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

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

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

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

Provided that the Scheduled Date of Completion of the fast Unit shal!
be extended day-for-day for any - delay- directly arising from i)}a Force
Majeure (( Articte 10.4), it) Board Default or failure of the Board to
complete the inter Connection Facilities eight (8) weeks before the
Scheduled Date of Completion of the first Unit or any other reason for

N QY O}:i



55)

56)

57}

57a)

58)

59)

60)

which an extension in such date is prowded hereunder (including
pursuant to Arlicle 7.2).

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

Completion of the last Unit, the -Company shall pay as liquidated -
damages to the Board, a sum equal to Rs. 50,000 per day for the first

one hundred and eighty (180) days of delay and Rs. 350,000 per day for

delays in excess of one hundred and eighty (180) days, for each 100

MW of capacity bid or any part thereof, payment for which shall be due

thirty (30) days from the Scheduled Date of Completion of the last Unit

and every thirty (30) days thereafter ar, 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 each Generating Unit , each
ninety-day pericd commencing on the COD of the said Generating Unit .

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

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

Scheduled Date of Completion of the last Unit or the Pro;ect COD,
whichever is earlier.

Explanation : Station Heat Rate means the quanturﬁ iin Kilo Calories,

of input heat energy required by the Project to generate one Energy -

Unit,

Synchronisation : means the electrical connection -of . a Génerating
Unit to the Grid System by means of Inter Connection Facility for the
Project..

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

‘Technical Limits: meansthe limits and constraints described in
Schedule A hereto relating to the operation and maintenance of the
Project. C

'Working Capital Rate : means the interest rate (or the weighted

average of the interest rates) at which the Board 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
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1.3

1.4

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 set out in
Schedule B applicable to this Agreement shail unless the context
otherwise requires, have the meanings, respectively, assigned to them
as attached hereto as Schedule B.

Unless otherwise stated, all 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 parinerships, 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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2.2

2.3

24

2.5

reasonably p?_}a;ttcable. -

ARTICLE 2
SALE AND PURCHASE OF CAPACITY AND ENERGY
Sale and Purchase of Capacity
From and after the Commercial Operation Date of the first Generating
Unit, subject to the provisions of this Agreement, the Company shall sel|,
and the Board shall purchase, for the consideration of the Capacity

Charge, all the available capacity of the Project,

Sale and Purchase of Energy

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

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

Sale and Purchase of Power before COD of a Generation Unit

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

Despatch Rights of the Board

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

Shutdown
Except when the equipméht of the Project is under forced shutdovyn,

such equipment or.any ancillaries, auxiliaries or works in relation thére‘t‘o
shall not be taken out for maintenance, testing or overhaul resulting ‘in

outages or reduced generation except as required by Prudent Utility

Practices or in accordance with such schedules of outages as are
established in accordance with Schedule D. The Company shall take
all reascnable steps fo bring back the equipment of the Project that is
under forced -shutdown to normal operations as early: as. may be
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27

Scheduling and Co-ordination

The detailed schedule of construction, operation and maintenance of the

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

Power Supplies by the Board

Upon the Company's request, the Board shall provide the Company with
power as and when required for the purpose of the construction of the
Project and following the completion of the Inter Cennection Facitity up
tc and including the synchronlsatton of the first Generating Unit, for
start-up, testing and commissioning of the Project. The Board shall bill
the Company for such power at a price equal to the Board's applicable
published tariff.. Thereafter, the Board shall provide power as and when
required, for start-up and maintenance of the Project. The Board shal
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 monthly bill,
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3.1

3.2,

3.3

. Year , and subject in ei

ARTICLE 3

CAPACITY AND ENERGY PAYMENTS
Capacity Charge

The Board shall pay for the capacity of the Project in respect of any
Tariff Year a 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 Articte 5.2(c) for each Tariff
ther case to the limitation that the total of such

amounts shall not exceed an amount corresponding to a PLF of 80%..

()  Foreign Debt Service Charge (FDSC) of US$ 0.0158 per unit of
Cumuiztive 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 8" (eightn) annual anniversary of the COD of the
last generating unit.

(i)  Other Fixed Charges (OFC)
Available Energy  which s
Agreement.

of Rs. 0.54 per unit of Cumulative
hall be fixed for the term of this

Energy Charge

(a) Computation of Energy Charge :

The Energy Charge will be computed based on the following formula:
U = EU * (hC){g(1-AI100}} .

where !

U is the Energy Charge in Rs. in resp
case of any bill for Energy Units generated by a Gener
its COD, in respect of the period to which such bill relates) |
EU is the total number of Energy
Point in respect of such Billing Month measured
for such Billing Month (or in
generated by a Generating Unit prior

to which such bilt relates) ;
15 CJ"«

s | =

oct of a Billing Month (or in the
ating Unit prior to

Units delivered at the Inter Connection
on the Metering Date
the case of any bill for Energy Units
to its COD, in respect of the period
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h i_s the Station Heat Rate in Kcal/KWH as per Article 1.1 (57);
Cis the cost of Fuel in Rs. per unit of Fuel, as delivered at the Fuel
metering point at the site '

g i§ the GCV of Fuel in Kealfunit 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 the cost of Fuel "C" shall be calculated in Rupees (with

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

{i) Basic weighted average cost of -FueI in case of indigenous fuel
and in case of imported fuel, the weighted average CIF value plus
in each case, finance and procurement costs.

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

Supply Agreement through the Fuel Supply Committes in accordance
with and subject to Schedule . : .

(b) Minimum Fuel Off-take Charges

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

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

() Such minimum fuel off-take charges were incurred in accerdance
with the Fuel Supply Agreement;:

(it} 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 Fue! storage facilities of the Company or of the Fuel supplier,
which are available under the Fuel Supply Agreement; and
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3.4

3.5

3.6

(i}  the Company took all reasonable steps available to it and such
steps identified by the Board (such as on-sale of Fuel to the
Board or other able purchasers identified by the Board) to reduce
the amount of liability, any added costs of which the Board shall
upon prior notice by the Company have agreed in writing to pay to -
the Company. '

Monthly Fuel Price Adjustment

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

Computing the PLF and PLF(l)

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

Disincentives

In case the Project is unable to achieve a PLF of 68.5% for- =~ Tariff
Year, then the Company will pay to the Board a penalty as a percentage

- of the Other Fixed Charge paid to the Company in such Tariff Year as

given below:
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% to 50.5% 3% for every 1% shortfall in PLF
' (i.e. for a PLF of 50.5%, the penalty
Will be16% + 30% = 46% of the Other Fixed:
Charge) . "’

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

Fixed Charge
7 Oppart —
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3.7

3.8

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

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

Incentives

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

PLF(1) (%) incentive (%)

B80% Nil
Above 80% upto 85% 2% for every 1% increase in PLF(1)
(i.e. for a PLF(1) of 85%, the incentive will be
o - 10% of the Other Fixed Charge)
Above 85% upto 90% 3% for every 1% increase in PLF(l)
: {i.e. for a PLF(l) of 90%, the incentive will be
10% + 15% = 25% of the Other Fixed
Charge) r -
Above.S0% Same as for 90% i.e. 25% of the Other Fixed
Charge _

Claims for Taxes on income

Any advance income tax payable for the Project in any month supported
by a certificate of a chartered accountant approved by the Board {such
approval not to be unreasonably withheld or delayed) shall be
reimbursed by the Board. After the tax assessment is completed for any
year, and the liability thereon is determined by the taxation authorities in
india, the excess or shortfall in the tax liability so determined will be
adjusted in the supplementary bill (as defined in Article 5.,5) for the
succeeding month or on the due date of payment thereof, whichever is
later, subject to Article 3.9. Tax to be reimbursed will be 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. JA,
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3.9

3.10

Minimisation of Liability due to Taxes on income

The Company shall take all reasonable steps to ensure that its liability
due to 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 Board 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 Board to the Company in the
succeeding month after the payment of such taxes or duties by the
Company to such Government Agency, ‘based on a supplemental bill,
duly supported by proof of payment of such taxes to be furnished by the
Company to the Board. 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. OA@
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4.1

4.2

ARTICLE 4

METERING
instalfation
Main energy meters of 0.2 class accuracy shail be installed at the 220
KV points of supply by the Company and check meters at the same point

ar:ad of the same accuracy shall be installed by the Board.' Each of these
will be a pair of export and import meters. The main energy meters 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 Board and
the Board shall be responsible for the cost of inspection, maintenance,
calibration and replacement thereof.

Inspection: Sealing; No Interference

All the meters shall be 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

4.3

4.4

meters required pursuant hereto after receiving such notjce from the

- other Party as may be 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 ‘prescrived 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

20 %\‘\ \})} G)’H
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4.6
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48

pasis _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
cahprated 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 time 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 i.e., January
and July irrespective of the calibrations which might have been done
where necessary, during the quarterfy 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

recalibration is done as often as possible and the errors are adjusted as
close to zero as possible: However, if the meters show errors
consistently, the main meters, check meters or both shall be replaced.

Errors Found During Calibration -

If the errors found at the time of semi-annual calibration are beyond
permissible limits as per IS specifications, the same procedures
applicable to the quarterly test checks shall be followed or the main
meters/ check meters 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 absolute
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 efror 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.
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412

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 3

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

Ail 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 Parties 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, inspite 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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5.2
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ARTICLE §

BILLING AND PAYMENT

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

The Board shall pay to the Company monthly payment of the Energy
Charge only for all Energy Units generated prior to the Commercial -
QOperation Date of such Generating Unit. Each monthly payment shall
be made on the fifth working day followmg the date of submission of a
bill by the Company.

({

{

Monthly Tariff Bills

{

(a)y  On or before each Billing Date, commencing with the first Billing
Date following the Commercial Operation Date of the first
Generating Unit, the Company shall furnish a monthly tariff bill to
the Board, in the form specified in Schedule H, for the Billing
Month, which bill will include monthly Capacity Charges and
Energy Charges (including fuel price adjustment tharges;- dulyv e
~supported by supporting data) and shall show where applicable. -
any adjustments as specified in' relevant ‘clauses of this . T~
" ~Agreemient. ‘Eachr bill for a Billing Month shall be payable by the:-- -—
Board on the Due Date of Payment -

™

R . . .
\ .

{

e

(p) 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 e

OFC Payment = QFC "(Insial!ed Capamty * 08 * Monthly e
Settiement Periods * 1000) : _

Installed Capacity shall mean the sum of Instalied Capacities of
each Unit the Commercial Operation Date for which has
occurred, adjusted in respect of the occurrence of the
Commercial Operation Date of one or more Units in the Billing
Month on a time and megawatt weighted proportionate basis.
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5.4

Monthly Settlement Periods shall mean the total number of
Setliement 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 Board or a
Force Majeure event affecting the Fuel supplier under Article
10.5.(e) 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 Biil).

(c) At the end of each Tariff Year, in case the PLF is less than 80 %
for that Tariff Year, the Company shall refund to the Board as a
credit against the amounts due in the next rmonthly 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%.
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-calcufating 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 Board, calcuiated 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. |

Pay'ment 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 Board 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 Board on
account of disincentives, the Company shall adjust the same as & credit

in the next month's monthly tariff bill.
e o e
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5.7

Supplementary Bills

For payments due to the Company for reimbursement of taxes on
income, incentives or taxes and duties levied on generation andfor sale
of electricity, payments for periods of Political Force Majeure affecting
either Party or Non-Political Force Majeure affecting the Board or any
other adjustments or payments due to the Company hereunder, the
Company shall present a supplementary bill, in such form as may be
mutually agreed upon by the Board and the Company, (duly supported
by supporting data). Each supplementary bill shall be payable by the
Board on the Due Date of Payment, except in case of suppiementary bill
for taxes on income. At least thirty (30) days prior to the date when
income tax is required to be paid by the Company, the Company shall
submit to the Board a supplementary bill for the same. This bili shall be
payable by the Board within twenty-five (25) days of its presentation to
the Board 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 Board

Any amounts which may be due to the Board 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 Board 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 bilf will be deducted by the Board 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 Board, the Beard 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 Board's refusal to sign within three (3) days of the
meter reading date and (b) the provisions of this Agreement.  The Board
shail 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 Board,
failing agreement on which the provisions of Article 14 shall apply with
respect thereto. -If the resolution of any dispute requires the Company to
reimburse the Board, the amount to be reimbursed shall bear interest at
the Working Capital Rate applicable to the Board from the date of
payment by the Board to the date of reimbursement. The Board may not
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5.8

5.9

dispute any amount after sixty (60) days following the Due Date of
Payment therefor. : ‘

Direct Payment

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

Letter of Credit

On or before the date thirty (30) days prior to the Scheduled Date of
Completion of the fiFst Generating Unit, and at all times thereafter, the
Board shall cause to be in effect an imevocable 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 thé Iorigést period

. obtainable by-the Board on-a-commercially reasonable. basns frem Lo e

any Scheduled Bank but not less than one year; >
(b) Be transferable o any-lender under the Financing.Documents;
(c) 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.is:specifically authorised by the:-Board to the
. issuer of such-Letter of Credit supported by a certified copy of the
bill for which payment is' sought and a statement that such 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 Board failed to sign the meter reading
statement within three days of the meter reading date; ‘and,

(d) - On the date it is issued, have. an aggregate revolving stated

amount 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 (I) 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

J\ 26 'v\“&}}
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5.10

month in the preceding six (6) months; and (ii) in the case of the
Energy Charges, for the initial Letter of Credit, based on the Fuel
costs applicabie on the date seven (7) days prior to the date of
issuance of the Letter of Credit and the methddology 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.

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

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

Not less than thirty (30) days prior to the expiration of any Letter of
Credit, the Board shall provide a new or replacement Letter of Credit.
Every bill shall 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 e e e -

.

To provide additional security to the Company for the Board's obligation.

hereunder, the Board shall also open an escrow account with any of the

- -Board's Scheduled 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 Board 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
Board from customers comprising one or more circles/areas used by the
Board for its administrative convenience. The Board shall cause all
payments due to the Board from such customers to be deposited in such
escrow account-aggregating an amount equa!l to not less than 120% of
the LC Amount as specified in ‘Article 5.9. Such instruction shall be
irrevocable during the term of this Agreement subject to the right of the
Board to substitute other circles/areas with the concurrence of the
Company and its Lenders. The Board 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 coligction efforts) during the
term of this Agreement. Provided that the Board is in compliance with its
obligations under this Agreement with respect to payment of all sums
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5.12

5.13

when due to the Company, through the Letter of Credit or otherwise, the
Board shall be entitled to withdraw funds from the Escrow Account each
month to be used for such purposes as the Board may designate. In the
event of the Board's 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 cheques, hundies and requisitions presented to it by
the Board or any other drawals on the account until after the claim of the
Company is first discharged out of the revenues accumulated in the
Escrow Account. An agreement among the Board, the Company and the
Bank (the “Escrow Account Agreement”) shall be executed in order to
give effect to this Article 5.10, the details of which shall be in form and
substance reasonably acceptable to the Company and its Lenders.

Rebates; Late Charges

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

Any-paymer::{t 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 (ii) the Working Capital Rate applicable to the
Company then in effect, calculated on the basis of the number of days
the payment was overdue, and (b) the amount of any liability incurred by
the Company for penal interest on Debt arising out of the Board's failure
to make such payment on the Due Date of Payment, provided that the
Company shall furnish documentary evidence to the . Board
demonstrating such iiability.

State Government Guarantee

As support for the Board'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 Board for direct payment by the Board as per
this Article. In case of non-payment, or partial payment of the bill by the
Board, the Company shall take recourse to the Letter of Credit under

28
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Article 5.9 on or prior to the due date of payment or upon specific
authorization by the Board to draw on the Letter of (Credit prior'to such
date. !n 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 Board still persisting, the Company shall take recourse
to the invoking of the GOAP guarantee as per Article 5.12 for claiming
and releasing the unsatisfied claims. This provisionis without prejudice
to any other right or remedy of the Company arising out of this

Agreement. .
Vet ‘%
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6.1

6.2

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 shall
continue in force from the date of such delivery untit 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 Board 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 Board of its acceptance or rejection of
the option within such sixty (60) day period or fifteen (15) days after the
date of Board's offer whichever is later. If the Board's offer is not
accepted by the Company within such period, the Company may solicit
offers of purchase from third parties or sell power from the Project to
third parties as per applicable Law; provided that the Board 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 Board by the Company) upon
mutuaily satisfactory terms of payment. {f the Board 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

rinancial 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 lhis Agresment wilhout liability or obligation whatsoever
30
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unless (in case of any termination by the Beard) 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 Deposit provided by the Company pursuant to
Articie 15.10 shall be cancelled and/or returned to the Company without
being drawn upon by the Board, only if the Board is satisfied that the
Company used its reasonable endeavours to achieve Financial Closing.
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ARTICLE 7

UNDERTAKINGS

Covenants of the Company

The Company hereby covenants and agrees with the Board to:

(2)

(b)

(c)

(d)
{e)

0

(9)

use 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
Board with respect to all of the Board's obligations and rights
hereunder;

use all reasonable efforts to obtain all Permits;

adhere to the Technical Limits as set out in Schedule A ;

use all reasonable efforts to cause the date of Financial Closing
to occur within Six (6) months of the date of signing of this

- Agreement and furnish to the Board 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 signing of this Agreement;

shall not, without the consent of the Board, 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 eight weeks prior to the Scheduled Date of Completion of the
first Generating Unit and the first Generating Unit is not
synchronised on or before the Scheduled Date of Completion of
the first Generating Unit, pay to the Board interest on theé actual
cost of the Inter Connection Facilities constructed only for the
purposes of the Project (as established by the Board 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
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(h)

).

Completion of the First Generating Unit untif 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.

provide to the Board a copy of the Financing Documents and the
shareholder subscription agreements relating to the Promoter
Group's equity commitment to the Project within one month of the
Financial Closing and promptly, as they are entered into, provide
to ‘the Board copies of instruments creating any liens or
encumbrances on any of the assets of the Project.-

cause the Project COD to occur not later than the Scheduled Date

~ of Completion of the last Unit, as per Article 1.1.54.

Covenants of the Board -

The Board hereby covenants and agrees with the Company to:

(a)

(N maké all reasonable efforts for making armrangements
(including financing and construction) - for.the Inter Connection
Facility so that the interconnection .. Fagility .is. -completed eight.

. weeks before the Scheduled Date of Completion of the first
Generating Unit 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 Board, has certified that the Project
is ready to begin the process of interconnection, the Board shall
pay to the Company as liquidated damages for such delay an
amount equa! 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 first Generating Unit
required to be installed as per the EPC Contract, from the later of

the Scheduled Date of Completion of the First Generating Unit -

‘and the date falling six weeks - after the first Generating Unit is
ready to begin the process of interconnection (as certified by the
Independent 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 first Generating Unit., provided that
the Board's payment obligations under this Aricle shall not be
affected by application of Article 10.4. Within thirty (30) days of
the COD of the first Unit, the Company shall refund to the Board,
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the excess, if any, of the payments described above over the
payments which would have been made based on the Installed
Capacity as determined in testing and commissioning the first
Unit.

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

(c) make all reasonable good faith efforts 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.

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

(e} wuse its reasonable efforts to design, construct, operate and
maintain the iInter Connection Facilities in accordances with
specifications to be determined by mutual agreement of the
Parties as per Article 15.5..

(f) 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 last Unit and all prior dates

. for. the Company's performance hereunder shall be deemed to be. .  _
extended day-for -day for each day of delay reckoned from 61% day
in the issuance of GOAP Guarantee.

(g) make all reasonable efforts to assist the Company to obtain the
issuance of the Fuel Linkage i.e., the required Permits from the
GOAP and the GOI allocating to the Project the right to obtain and

- use quantities of Naphtha to generate electricity at a PLF of 100%
(the “Fuel Linkage"), subject to any actions of the Company, which
may be required in connection therewith, within sixty (60) days of
the date of execution of this Agreement or as soon thereafter as
practicable provided that the Scheduled Date of Completion of the
last Unit and all prior dates for the Company’s performance -
hereunder shall be deemed to be extended day-for-day for each day
of delay reckoned from 61™ day in the issuance of the Fuel Linkage.

I Pyt
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ARTICLE 8

REPRESENTATIONS AND WARRANTIES

8.1 Representations and Warranties of the Company

The Company represents and warrants that:

i)

fii) -

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 tems,
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 {0 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 pnncnples of eqmty in
general

“The Company has duly paid all 'rents;-mYaltiésif;and’ all--public

demands including provident fund dues, gratuity dues, employees
state Jnsurance 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 amears 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 proceedmgs ‘pending or, to the
Company's knowledge, threatened, against or affectlng the
Company before any court’ or administrative “‘body or . arbitral
tribunal that might materially adversely affect the ability of the
Company to meet and carry out its obllgatlons 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
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8.2

8.3

under, any other agreement or instrument to which it is a party or
by which it or its property may be bound.

Representations and Warranties of the Board

The Board represents and warrants that:

i)

i) - -
.. .. Board's knowledge,-threatened against or affecting the Board:
. before any court or administrative body or: arbitral tribunal which .
= *'*mlght materialtyadversely affect the ability of the Board to meet o

iv)

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

This Agreement constitutes a valid, legal and binding obligation of
the Board, 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 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 qf equity in general,

There are no actions, suits, or proceedings pending or, to-the- -

and carry out its obligations under this Agreement; and

The execution and delivery ¢f this Agreement by the Board has

- -been duly authorized by ali 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 outgoings and other amounts owing by it and will observe

- all the rules and reguiations 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.

A Sl
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ARTICLE 9

DEFAULT AND TERMINATION
- 91 Board Default

The occurrence and continuation of any of the following events shall
constitute a Board 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 Board 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 Board to make any payment:(s) in excess of
Rs. 30 Crores required to be made to the Company under this
Agreement , which continues for a period of thirty (30) days or
more from the Due Date of Payment; provided in either case that :

(i) the Company has furnished a bill to the Board for such

payment as provided in Article 5; . -

- (i) - to the extent the Letter of Credit is outstanding or as the E

-+ - case may be the Escrow Account is in operation, the " - =~

Lo Company shall have presented such bill for paymentunder - -

Lo 7w B - the Letter of Credit or Escrow Acoount as prowded under TR
e Article 5 of this Agreement . ER L T e T

(b).. .The Board repudiates ' this Agreement .or evidences .in any . - -
«-12 -~ 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 Board's rights and .
obligations under this Agreement or all or a substantial portion of -
the assets or undertakings of the Board, or the dissolution of the
Board, pursuant to law, including by way of merger, consolidation, -
liquidation, reconstitution or reorganisatlon unless the transferee
Or SUCCessor: o , ~

(i) expressly assumes the obhgatlons of the Board under this -
: Agreement and subject to (iii) below, those liabilities and i
obligations are guaranteed by the GOAP pursuant to the
GOAP Guarantee;

(i1) is either the ownerfoperator of a substantial part of the
transmission system of Andhra Pradesh and/or is the -
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(d)

(e)

0

purchaser/seller of a substantial part of the bulk supplies of
electricity in Andhra Pradesh, hasia credit rating (as
determined by an independent credit rating agency) at
least equivalent to that of the Board and is otherwise

capable of performing the obligations of the Board under
this Agreement.

(i) to the extent that the GOAP Guarantee remains in effect,
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 ariy, is at feast 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 Board -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 perijod- 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 Guarantes, 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; .. o

The serious breach by the Board of any material term of this
Agreement (other than with respect to Articles 9.1 (a) through (e)
above), where the Board shall fail to cure such breach within
ninety (90) days of notice thereof by the Company.
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9.2

Company Defauit

The occurrence and continuation of any of the following events shall
constitute a Company Default, unless any such event occurs as a result
of a Board Default as defined in Article 8.1 or any breach by the Board
of its obligations hereunder:

(a)

(b)

(c)

(d)

(e)

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

The Company vepudiates 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 :

(] the transferee- or=the jsuccessor' expressly assumes the
obligations of the Company under this Agreemenit,

(i)  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
Board;

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 penod of -

forty-five (45) consecutive days or more,

The Company

(i) 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 first
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generating unit and/or (iii) delivering to the site and
commencing instaliation of major components of the project
within ten (10) months of the signature of this agreement,
provided that such period shall be extended as provided in
Article 10.4 for delay in the achievement of such date
which is caused by a 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

(f) 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 recammendations, any
period of Force Majeure; any act or omission of the Board or any
Emergency directly causing or contributing to the shortfall in the
Declared Capacity).

(g) The failure of the Company either : -
- . (i} to demonstrate .in tests conducted in accordance wnth
Schedule F (including any permitted retests) that the
Project has an Installed Capacity of at least 90% of the
output initially guaranteed by the manufacturer or -supplier
of the Generating Units as at Project COD.

(ii) to maintain thereafter during the term of this Agreement,
reliable capacity equal to 98.5% 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.

(hy  The Company commits a breach of Article 7.1( ().

(i) The serious breach by the Company of any material term of - this.
Agresement (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 the Board.

I
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9.3

9.4

9.5

Remedies of the Company

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

(i) 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.

Remedies of the Board

Upon the occurrence and continuance of a Company- Default set forth in
Article 9.2 above and if the Company fails to cure such default within the
applicable cure periods, if any, specified in Article 9.2, the Board 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

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

available under Law,

Termination Procedures '

' (a) In the event that the Board gives a termtnatton 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) :

(i) A termination notice issued in respect' of a Company
Default under Article 9.2.(c) shall result in the Termination
Date occurring on the twentieth (20th) day . from the date of

receipt by the Company of such termmatlon notice without -

any further requirement for further action by the Board or
any opportunity to cure by the Company. . in case of a
termination notice received in respect of any other

Company Default under Article 9.2, the Company may-

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

{iii)

(iv)

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

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

- The Board shall not be deemed to have unreasonably

withheld its approval if in the sole and reasonable opinion
of the Board, the new owner does not possess equivalent
financial-standing and technical capability to that of the
Company as on the Commercial Operation Date of the first
Generating Unit. If such new owner fails to so cure the
Company event of default within such ninety (90) day

period, or if the Board fails to provide its consent to such

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

for a period of ninety (90) days from the date on which the
lenders are able to fully exercise their right to possess the
Project or effectively gain contro! over operation of the
Project in accordance with the Financing Documents
(subject to the Board's right- under--sub-section (iv) and
Article 9.6), the 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 Board which
consent will not be unreasonably withheld, who shall have
ninety (90) days from the date of transfer to attempt to cure
the Company Default if such sale by 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;

If.a cure is effected in- accordance with the procedures
described in (i) and (ii} above, on notification to the-Board

by the Company and reasonable verification by the Board,

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

Not withstanding anything contained in Article 9.5(a)(i) and
(i) above to the contrary, at all times during the
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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
Board shall execute such documents as may reasonably
be required by the Company, the lenders or such third

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

{vi) The Board 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 o perform the obligations set out in this paragraph -  —

{b)  In the event that the Company gives a termination notice to the- @
Board in accordance with Article 9.3, the Board may within ninety - ®
-+~ {90} days from the date’lt receives the termination notice attempt. . . .
to cure the Board Default which gave rise to the termination - C.
notice. However, such cure period of ninety (90) days shall be ,-).
- reduced to thirty(30) days in case of a termination noticedueto.a~---- - @
Board Default under Article 8.1 (a). If such cure is effected, on.-..-+. . - s.
notification to the Company by the Board and on reasonable T
~ verification by the Company, the termination notice shall be and- o
.. - 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 termination L.
under Article 9.4 shall use all reasonable endeavours to cure the - Cb
Company Default or the Board 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 N
the Company Default or the Board Default, as the case may be, - _,.
during such cure. ‘ N Y
. . @
9.6 Right to Operate the Project ,
. - 1
Notwithstanding anything in Article 8.5 (a) (i) and (ii) or otherwise in this ?
Agreement to the contrary, if the Board gives a termination notice under ‘@

Py

P\ 43 :
n B

—

-

o000 00e e



1

3b%ibjlq$$bibooooiddob

. . R

—

®

-

-
e

]
-

ddo@0 0

‘..‘dfiwb

Article 9.4 with respect to a Company Defautt, 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 Article 9.5(a) are using all
reasonable endeavours in the assessment of the Board to cure such
Company Default as soon as reasonably practicable, the Board shall
have the right, but not the obligation, if for reasons of the security or
integrity of the Board's system or security of supply, the Board 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 unwilling or unable to do

S0, 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 Board deems necessary, at
the expense of the Company.  During such :period of step-in, the
Board's payment obligations to the Company shall be restricted to the
payment of 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 Board having: regard to the
condition of the Project, but the Board shall be responsible for ail'costs
of Fuel. The rights of the Board under this Article. 9.6 -shall ceasé upon- -

~ the earliest of the cure of such Company .Defauit.-»,the-rt'ra_nsfér; of the
" - Project to a third party pursuant to Article-9.5 (a) and the occumrence of
the Termination Date. . e
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10.1

ARTICLE 10
FORCE MAJEURE
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 Pary's reasonable control, were not reasonably foreseeable

+ and could not have been prevented or overcome by the affected Party

through the exercise of reasonable skill 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 Board respectively of their
obligations in whoie or in part under this Agreement shall constitute
Force Majeure with respect to the Company or the Board respectively.
Where such performance.is affected in pan, after.applying any damages
or compensation from the parties involved or insurance fo 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.

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

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

LWIITS 4&
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i)

(3)

(@)

(5)

(@)  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 11.3);
or

(c) the expropriation by any Government Agency or
compulsory acquisition of any shares in, or assets 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 Company);

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; '

Non-Political Force Majeufé events oompnsmg the following acts,

events and circumstances;

(1)

(2)
(3)
(4)

®)

(€)

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

Epidemic, or plague;

Fire or explosion.

Strikes, lockouts or other labour difficulties not included in
Article 10.1(i) (3); (excluding such events which are site

specific and attributable to the Company)

Catastrophic failure of major components or equipment
excluding however, normal 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
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marine transit other than due to the fauit of the
transporting party;

(7)  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.

10.2 Notification Obligations, etc.

(a)

(b)

(c)

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.

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 resuits in a breakdown of communications rendering it
not reasonably practicable to give notice within the applicable
time limit specified herein, then the Party claiming Force Majeure
shall give such notice as soon as reasonably practicable after the
reinstatement of communications, but not later than seven (7)
days after such reinstatement.

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

i) The cessation of the relevant Force Majeur'e 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.

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

Any Party claiming Force Majeure shall use its reasonable efforts to
mitigate and overcome the effects of any act, event or circumstance of
Force Majeure as soon as practicable after the occurrence of a Force
Majeure event, inciuding 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 shali fumish 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

10.4

documentation and information as the other Party reasonably requires -

regarding the claim of Force Majeure.
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

Party. claiming Force Majeure fails to give notice thereof to. the -other

- Party within the period and in the manner specified in. Articl“e.‘.‘1'0.2(b)_,'

10.5

such Party shall only be entitled to relief on account thereof from t.he‘

date it gives such notice. ‘

Financial Conéequences 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 Articie 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 Board in respect of periods of
Political Force Majeure shall be limited as follows:

GL\ 48 Sl
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(d)

{H)

(i)

In case of any event of Political Force Majeure affecting
either Party as per Article 10.1(i) (2) occurring after the
COD of the first Unit claimed by the affected party, the
Board shall pay, for each Settlement Period for which such
Force Majeure is in effect, Capacity Charges, until the
eartier 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 Capac1ty
Charges shall be computed in the manner described in
Article 5.2(b) except such charges shall be calcuiated for
the period only described above and shall be based (rather

" than on the Installed Capacity) on the average Availability

Declaration of the past 180days (excluding from such 180
day period any. period of Force Majeure or Scheduled
Outages) or such lesser period in case the relevant data is
not available for a period of 180days.

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 first Unit, claimed by the affected
party, the Board shall pay, for each Settlement Period for
which such Force Majeure is in effect,. 75 % of Capacity
Charges, until the earlier of the (x) the date the effects of
such Political Force Majeure event-cease to exist and (y)
one hundred and eighty (180) days from the date of
commencement of such-event. The Capacity,Charges shall
be computed in the manner .described -in Article 5.2(b)
except such charges shall be 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. °

Non-Political Force Majeure affecting the Board after Project COD

In case of any Non-Political Force Majeure event. affectlng the
‘Board as per Article 10.1(ii) occurring after the COD of the first
Unit, the Board shall pay, for each Settiement Period for which
such Force Majeure is in effect, 65% of the Capacity Charges,
untit 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
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(e)

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.

In case of Political Force Majeure Events described under Article
10.1(i)(2) affecting the Fuel supplier or transporter, which
prevents delivery of Fuel to the Project and for which the Fuel
supplier or fransporter is excused under Fuel Supply
Agreement(s), the Board shall pay for each settlement period for
which such Force Majeure is in effect 65% of the Capacity = -
- .. Charges, commencing, however, on the date 30 days after the
- date on which a notice of commencement. of such event is
- delivered by the Fuel supplier or transporter.to the Company
under the Fuel Supply Agreement(s) as communicated to the
Board and the Board having satisfied itself that the Company
made best efforts to provide alternate fuel supplies during this 30
day period, until the earlier of the (X) date the effects of such
- Force Majeure Event cease to exist and (Y) one hundred and
eighty (180) days from 31% 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 Outages)-or-—" - -
such lesser period in. case relevant data is not avalilable for:aw iz . ..
. .period of 180 days. S

10.6 Termination for Force Majeure | s

(a)

(b)

Either Party may issue a notice of termination of this Agreement if
(i} an eyvent of Political Force Majeure as described in Article
10.1(i} has continued for more than one hundred and eighty (180)
days or (i) the Campany 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"). - : :

The Board may issue a notice of termination of this Agreement if
the effects of a Non-Political Force Majeure Event as described in
Adicle 10.1 {ii) affecting the Board or Force Majeure affecting
. Fuel supplier or transporter as described in Articie 10.5(e) have
~ continued for more than one hundred and eighty (180) days and

\ 50
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the Company may issue a notice of termination of this Agreement
of the effects of a Non-Political Force Majeure Event as described
in Article 10.1(ii) affecting the Board or Force Majeure affecting
Fuel supplier or transporter as described in Article 10.5 (e) have
continued for more than two hundred and seventy (270) days..
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 (i) 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 (i) the
Company following damage to the Project resuiting 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 shall 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.

10.7 Obligation to Restore Project

entitied to relief under this Article 10 unless,

The Company shall not be
following the occurrence of

any damage Of destruction of the Project
arising from any event of Force Majeure , the Co

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 (i) the Project would be
incapable foliowing such repair of resuming operation at the levels
required under the Agreement; or (iii) such loss is not insured against in

whole or in part and the Company is unable despite its best efforts to

raise the necessary financing (taking into account any payments

received by the Company under this Agreement) .
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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

(i)
(i)

(iif)

‘Definition of Change in Permits

any enactment or issue of any new Law,’

any amendment, alteration, modification or repeal of any existing
Law or.any new or modified directive or order thereunder .

any change in the application or interpretation of any Law by a
competent legislature or Govemment 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 whlch has not been made elsewhere in
the Agreement.

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

(i)

ity -

(iii)

(iv)

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

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 ;

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

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

Permit; .
52 Voot




11.4

Provided that any such change establishes requirements that are
materially more restrictive than the most restrictiveé 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
transporter of Fuel, provision for which has not been made elsewhere in
this Agreemenit. '

Additiona! / Reduced Expenditures or Other Increased / Reduced
Costs due to a Change in Law or Change in Permits '

(a)  Within sixty (60 ) days after the COD of the first Generating Unit
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 first Generating.Unit or, as the
case may be, such Tariff Year of any Changes in Law or Changes
in Permits , based on an accounting conducted by an
independent chartered accountant reasonably acceptable to the

Board. 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 (taking into account
the reasonable costs of financing of any capital improvement in
the period prior to the COD of the first Generating Unit or , as the

case may be, such Tariff Year), the aggregate economic effect

of which exceeds the equivalent of Rupees three (3) crores per
100 MW or pro-rata for any part thereof during the period prior to.
the COD of the first Generating Unit and Rupees one (1) crore
per 100 MW or pro-rata for any part thereof during the period
after the COD of the first Generating Unit, during any Tariff Year
(excluding cost adjustments in respect of Changes in Law or

Changes in Permits from any prior period), the Company may

notify the Board of any proposed amendments to this Agreement
required to put the Company in the same economic 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 received in respect

thereof,
UL"A 53 %@-“Mﬁ

—

{

D

- s i b |

LY

0000000000000 00000000000deeens



obiidoViobtobdotdnbdobdobdo!.QlOOOQOOOQQODQQ

{b)

(©

(d)

Within sixty (60 ) days after the COD of the first Generating Unit
or the end of any Tariff Year, if after accounting as provided in
sub;ection (a) for the net economic effects on the Company
during the period prior to the COD of the first Generating Unit or,
as the case may be, such Tariff Year of any Changes in Law or
Changes in Permits , 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 first Generating Unit or Rupees one (1)
crore per 100 MW or pro-rata for any part thereof, foliowing the
COD of the first Generating Unit, during any tariff Year, the
Company shall provide to the Board results of such accounting
together with a certificate of the independent chartered
accountant and the Board, 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 complying with or as a direct resuilt 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
first Generating Unit 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 Board describing, to the
extent possible, the expected effect on the costs and the cash
flow of the Company. The Company shall consuit with the Board
regarding such increased expenditures and the Company shall

. use” all reasonable .efforts to implement the Board's

recommendations, if any, to minimise such increased
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(e)

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 demonsirates 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 current basis, then in addition to the Company's
rights under sub-section (a) but notwithstanding the time period

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

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

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

- reached within ninety (S0) 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‘.
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12.2

12.3

12.4.

ARTICLE 12
BUYOUT

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

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

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

(¢) 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 Board to purchase the Project upon- giving the Board a
notice of the same (the "Buyout Notice") at the "Buyout Price” as defined
in Schedule G.

Remedies of the Board

In case of a Buyout Event described in Article 12.1(a), (c) or (d) (and in
case of a Buyout Event described in Article 12,1(a), subject to the
lenders cure rights as set forth in Article 9.5), the Board 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.

Buyout Price
The Buyout Price shall be as determined in Schedule G.

- }v Caes



12.5 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 *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. .
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13.1

ARTICLE 13

NOTICES

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:
"~ Telex No. -
Tele Fax No.
Telephone
If to the Board:
Attention: Chairman I
) Andhra Pradesh State Electricity Board
Vidyut Soudha, Hyderabad- 500 049, India.
Telex No 0425 -6318B APSEBIN T
Tele Fax No 040 - 3393317
Telephone (040)3317643

13.2

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.

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.

e ' °A‘t
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14.1

ARTICLE 14
ARBITRATION
informal Dispute Resolution

(@) [Each Party shall designate in writing to the other Party a
representative who shall be authorized to fesolve any dispute
arising under this Agreement in an equitable manner.

(b)  If the designated representatives are unable to resolve a dispute
under this Agreement within fifteen (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 Board,
respectively, who shall attempt to resolve the dispute within a
further period of fifteen (15) days.

(c) The Parties hereio 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 .fo any .

such dispute.

14.2 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 ‘justiciable 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.

(b) Each arbitration shall be conducted in accordance with the
arbitration rules of the United Nations Commission on
International Trade Laws from time to time (the "Rules”) except to
ithe extent the rules conflict with the provisions of this Article 14.2,
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(c)

()

-8

(9)

in which event the provisions of this Aticie 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, 1995 (the "Act") to the extent consistent with
such Act.

Each arbitral tribunal shall consist of three arbitrators. Each Party
shall appoint one arbitrator for each arbitration, and the
arbitrators 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

-The language to be used on all written documents provided in=-.
each  arbitration and in all -arbitration proceedings shali be
~ English. C -

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 the sole and exclusive remedy between the Paries

‘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
the 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 judgement 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 arbilration 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

M O W'Y

Tight -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., - - -




14.3

(h)

()

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 arbitration award from the date thirty (30) days
after the date such award is made pursuant to this Article 14.2
through the date of payment.

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

The Parties agree that any amount due under this Arficle 14.2
shall be due as a separate debt and shal! 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

. Notwithstanding the generality of the provisions of Article 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 tight to cause-any such ..~ -

determination to be resolved by arbltratlon or otherwise. -
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15.1

15.2
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ARTICLE 15

SPECIAL PROVISIONS

Variations, Waivers and Modifications

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

Severability

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

Assignment Lo e m s e

Neither Party shall assign or part with any of -its rights or obligations
under this Agreement- {o:.any-- thitd--pary.—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. abtaining financing for
the Project, the Company may assign or create security over its rights
and interests under or pursuant to this Agreement. The Board 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.

P x>

—

62



15.4

156.5

No Waiver :

The failure of any Party to insist in one or more instahces 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.

Mutual Agreement

Unless the context otherwise_requir'es.' eveiy 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 agreement between the Parties not later than the

15.8

date specified in the concerned clause of this Agreement and where no
such date has been specified, not later 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. . -

Governing Law

- ~Except as provided in Article 14, this agreemént"shéll'-tie""go'Vemed by,

15.7

- and construed in accordance with, the Laws of India-as in effect from - -

time to time. | e erper

T A e —— o——— i

Waiver of Immunity

The Board 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 Board 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 Board or

~ its assets or reserves any such immunity (whether claimed or not) the

Board and the Company hereby agree not to claim and irrevocably
waive such immunity.
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16.8

Limitation of Liability

Subject to any express liability provided for in this Agreement, but
notwithstanding any other provisions hereof, neither Party shall be
itable 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 praduction,
loss of contracts, loss of goodwill, loss of productivity andfor loss of
anticipated savings. Notwithstanding any other provision of this
Agreement, the remedies of the Board 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,

16.9-

16.10.

loss or liability it may suffer. or incur under such Articles and under
Article 7.1 (i).

General Indemnity

Each Party shall indemnify and hold harmless the cother Party from any
and all claims, proceedings, demands, judgements, lossaes, 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 mdemnlfylng 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 Board without further notice or liability of any kind to
the Board, forefeiting 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 periods of one (1).year;
provided that the Bank Guarantee shall expire 30 days after the

- Commercial Operation Date of the Project.

15.11

Relationship to Other Agreements

Except as expressly set forth herein and save to the extent ctherwise
expressly agreed in writing by the Parties, this Agreement contains the

64
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entire agreement of the Parties respecting the subject matter hereof and

supercedes 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 other subject matter of Bid No. CE/fplg 1/95-96. and
documents submitted or created by the Board or the Company with
respect thereto.

FOR AND ON BEHALF OF

THE COMPANY
| N
WITNESSES , , -
] : B.L.NARYLA
P (v Gamrwia ) «
. >am, e 3 [SPAT POWER LIMITED.
&= -  ISPAT HOUSE
2 A fus o N - B.G. KHER MARG, WORLI,
: | : MUMBAI- 400 018.
Y ,H?;. - FOR AND ON BEHALF OF . -~ -
‘;m«" ANDHRA PRADESH STATE ELECTRICITY BOARD
r . . Lo N = e
Bl e Pam”
Wik i gl ¥ G any ab . ?M
CHAIRMAN
J. PARTHASARATHY
WITNESSES u . “CHAIRMAN 0 oiie .
U Ol e B
nA RAO. 8€ -
A \Lu?r._lilb U"‘micvﬁ\d\‘-l.
"EE B, Vidyut SOV
nﬂ? pERABAD-SOC
ANCRASEKARAN.
S. SPMGER {ACCOUNTS!
AP SE §; Vidyur Soudh?.
1Y DERABAD-500 043-
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Schedule A

TECHNICAL LIMITS

[Details under the headings listed in paragraphs 1 and 2 will be provided by the
Board and the Oynamic Parameters shall be provided by the Company
finalisation of the EPC contract]

1. Board System Parameters

(i)

(ii)
(iii)
(iv)

- ()

(i) -
(iif)
(iv)
V)
(vi)
(vii)
(viii)
(ix)
(x)
(xi)

Frequency and voltage fluctuations

(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 levels (BIL)

Board Grid Requirements

Maximum levels_of harmonics that the Project may impose on the
Grid System
Phase voltage unbalance
Negative phase sequences
Unsystematical faults (C.J. 2)
Fault clearance time
Breaker back-up protection
Protection dependability
KV line breakers
Protective equipment and settings
Short circuit ratio
Automatic voltage regulation system and load frequency control

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

., e



\ Contract . the Company will establish Dynamic Parameters and it will

supply details of these o the Bodrd. Subject to the Gynamic Parameters
being adjusted and verified prior to the COD of each Unit and the Project
COD, 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 :

(i) nominal capacity ;

(i)  starting conditions ;

(i)  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;
(viii) normal maximum unloading rates;

(ix) turbine governor over speed trip;

(x) voitage control range and

(xi)y generator protection settings.

M Y
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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-R)

(5) -

(6)

"Authority"

‘means the Central Electricity Authority constituted under
Section 3; : .

“Board"” means State Electricity Board constituted under Section 3;

"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
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,
switchgear, cables or cther 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 6perating 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 Il of the Indian

Electricity Act, 1910 (9 or 191 0}, 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);

J/\q °F P2 |
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(7) ".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;

(8) "maximum cemand" in relation of any period shall, unless otherwise
provided in any general of special order to the State Government, mean
twice the largest number of kilowatt-hours or kilo-voit-ampere-hours

_ supplied and taken during any consecutive thirty minutes in.that period;

(B-A) "power system” means a system under the control of the Gavernment or
any Board or Generating Company or other agency and having one or

more -

(i) Generating station; or ‘

(it) main transmission lines and sub-stations; or .
(i) ~ Generating station main transmission lines and sub-stations;

.

(9) “Prescribed” means prescribed by rules made under this Aci;‘

o .....(9-A). "Regional Electricity Board” means any of the.Boards:as.constituted --

) immediately before the commencement .of the Electricity  Laws
- - (Amendment) Act, 1991, by resolution 'of--—the-_central.Govemment for
ensuring integrated operation of constituent system in the region;

(9-B) "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,

{(10) - "Regulations” means regulations made by the Board under Section 79;
(11) "Reserve Bank" means the Reserve Bank of India;

{11-A) "sub-station” means a station for transforming or ‘converting electricity
- " for the transmission or distribution . thereof and includes transformers,
converters, switch-gear, capacitors, synchronous condensers,
struciures, 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;
I S
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(11-B) “tie-ling" means a line for the transfer of electricity'beﬁ&één two power

systems together with switch-gear and other works necessary to, and
used for the controf of such line;

(12) ' “transmission lines" means all works mentioned in sub-séction (7) used
whelly or partially for the purposes of distribution; )

(13)  "year” means, in relation to the Board, or a

generating company, the
year commencing on the 1st day of April;

14)  “year of account” means,-in relation to a licensee, his financial year,
4 €

(15), 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

©

(d)

(e)

{f)

(9)

(n)

"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, aerodromes,
telegraphs, broadcasting stations and any works of defence, the Central
Government, and in any other case, the State Government;

"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 supplied® 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 offence 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, surrounding 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 - 7
n generated, transmitted or supplied for any purpose, or
(i) used for any purpose except the transmission of a message;

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

"main" means any electric supply line through which eher‘gy is, or is
intended to te, supplied to the public; :
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(n)

(p)

“overhead line" means an eléctric supply-line which is placed above

ground and in the open air but does not include live r§i|s 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 (ii} 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, cour, 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
énergy 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

Ernst & Young

KPMG Peat Marwick.
- Price Waterhouse LLP

If any or all of the above firms cease to exist at any po:nt of tume 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, etc.), such firm will not be considered ellglble 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

1.4

1.5

Within one month of the date of signing of this Agreement, the
Company shall submit to the Board a detziled monthly scheduie
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 1o the Commercial Operation of the Unit {or
the last Unit, if more than one Unit is constructed), (the "Pre-
Commissioning Period") the Company shali submit to the Board
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 Board's
request, the Company shall also provide the Board with a
reasonable opportunity to meet with personne! of the Company to
discuss any such monthly status report. '

The Company shall afford the Board 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 Board 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 Board will during the Pre-Commissioning Period, provide the
Company and the lenders under the Financing Documents witn
Quarterly status reports in reasonable detail on the progress of
the design, financing, construction and commissioning of the Inte-
Connection Facilites and will afford their representatives trs-
reasonable opportunity to visit the Inter Connection Facilities
during regular business hours upon atleast twenty-four (24) hours
notice to the Board, provided that the representatives shall abics
by all site rules applicable to the Board's employees zrz

| % 74 Pl



contractors and shall not interfere with ongoing construction
activities.

2. Post-Commissioning Period

: 21

.22

2.3

At least sixty days (60) prior to the Schaduled Date of Completion
of the first Generating Unit , each Party shall nominate one
executive 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 to 2.5 below;

(o)  Undertake dispute resoldtion 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 general co-ordination required.

At least one month prior to the Scheduled,.Date:of' Compietion,”
each Party shall nominate ons senior executive for dispute
resolution as per Article 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 first-Generating Unit)
and each succeeding March 31 thereafter, submit to the Board 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 pericd from the Commercial
Operation Date of the first Generating Unit through June 30 of
the following year; provided that the Company will use ns
reasonable endeavour not to schedule any Scheduled Outages
during the months of November to July, unless otherwise agreed
by the Board 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 Praject or for achieving the level of

Project performance required under this Agreement.
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2.4

2.5

26 -

2.7

On or prior to May 1, the Board shall agree to the final schedule
of Scheduled Outages submitted by the Company provided that if
the Board fails, within the foregoing period, to object to any
Scheduled Outage of which it receives 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
Board proposes any amendments to the Company's schedute of
scheduled outages, the Company and the Board shall then
endeavour to agree upon a revised schedule of Scheduled
Outages within fifteen (15) days.

If the .Board does not accept any one or more of the proposed
Scheduled Outages proposed by the Company, the Board shall,
by the date referred to in Section 2.4 above advise the Company
of a time when the Board determines any such unacceptable
‘Scheduled Outage can be rescheduied 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 Technital 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 ievels of Project performance,

- Operating procedures - and parameters required under this
. Agreement or (c) the:Board otherwise agrees. '

The Board-may, upon sixty -(60) days notice prior fo any
Scheduled Outage, request that such Scheduled Outage 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

. 27.1. The Board may from time to time after the Commercial

Operation Date of the last Unit (but not more frequently
than once every twelvé (12) months for each Unit) require
the Company to demonstrate the Project's reliabie capacity
in accordance with the procedures for such testing
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 Board shall be

b et
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2.7.2

entitied 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.

The Board 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 Capacity in the

- Company's then-existing - Availability~ ~Declaration. In

- 2.7.3

response to such a notice, the Company shall either
generate energy equivalent to the ‘level of capacity
specified in the Board's notice or promptly redeclare its

Declared Capacity in a further availability notice ‘whichis - -

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 with the Board's request and shall, save as
otherwise provided herein, be treated as a Misdeclaration
of Availability thereby incurring the- penalties associated

-

with the same.

If the Project fails repeatedly 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 Boards
side of the Inter Connection Point directly caused by
material - non-performance of the Project, or to deliver
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 Outages, identified causes
of power reductions, Force Majeure, or an act or omission
of the Board), the Board may request that the Company
conduct reasonable performance tests to identify the cause
of such reported failures.  The Board may’ request that
such test be conducted (at the Company's expense} not
more frequently than once per year. ’
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Despatch Proceglures and Availability Declarations

3.1

3.2

3.3

Despatch of the Project will be controlled by the appropriate Load
Despatch Centre of the Board or the Regional Electricity Board.
The Board 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 the first Unit. Within one week of receipt of

such notification, the Company shall notify the names of its
designated officers to receive 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 despaltch 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:
() “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 ilesser amount of
Capacity as shall be demonstrated by the Company as per
Section 2.7.

(i) “Availability Failure Periog" has the meaning given in the
definition of "Misdeclaration of. Availability" in Section
3.3(vi) - : :

(i)  “Cumutative 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 either Party,
the sum of the Declared Capacities for each such
Settlement Periods, expressed in kWhr, plus (B) for al
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
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(iv)

(v)

(vi)

Capacity detrermined for each period in accordance with
Article 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 Board schedules generating plants;

“Declared Capacity” for any Settlement Period shali mean
the maximum output the Project is capable of generating in

" that Settiement 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 Board has given the Company 2 Despatch Instruction
to increase generation over-—the -amount then being
generated by the Company, which. amount of excess
generation is  within ihe then-effective Availability
Declaration of the Company and conforms to the Ramp-up
Rate, and: the Company fails to deliver.during. the next

Settiement Period the energy comresponding-- 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
Board 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
Despaich 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 of repair of any equipment, then the
Company shall 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
Misdeciaration of Availability shall be treated as-having
occurred as a result of such an amendment and such
Availabitity Declaration (as sO amended) shall thereafter

apply for &ll purposes hereof.
in the event of a Misdeclaration of Availability by the
Company:. .
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(vii)

(viii)

(b)

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 lo the Net Electrical Energy 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 Board'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

A penalty shall be calculated, expressed in kWh
(the Mis-declaration penalty)- as follows : The
number of Seitlement Periods from the
commencement of the Availability Faillure Period

. until (x) the last preceding Settlement Period during

which the Project delivered Net Electrical Energy
adjusted to take-into account Auxiliary Consumption
correésponding to. capacity which is equal to or
greater than the level 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 actually supplied in the first
Settlement Period of the Availability Failure Period
as per (a) above.

"Prescribed Time" shall 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 fo the
relevant Day or such other time as the'Parties may agree;

"Scheduled Qutage" means a planned interruption of the
generating capability of the Project that has been
scheduled and allowed by the Board in accordance with
this Schedule D and is for inspection, testing. preventive
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maintenance, correclive maintenance, repairs,
replacement or improvement.

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

3.4 Despatch Rights

(i) In despatching the Project, the Company shall follow the
directives of the Board 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 Board
regarding communication and co-ordination of operations
{(each such direclive being called a "Despatch Instruction™).
(The Board 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.}

(i)  No Despatch Instruction shall require the Company to:

(@) 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;,

(iii) The aggregate duration of back down of generation pursuant
to Despatch Instructions (including ramping time) shall not
exceed twelve hundred (1200) hours in any Tariff Year.

(iv) The number of Despatch Instructions shall not exceed one (1)
per day. However if the Company re-declares its Declared
Capacity, the Board is entitted to one more Despatch

Instruction.

(v) Any Despatch Instruction issued by the Board in violation of
the Technical Limits specified in Schedule A shall not
constitute' 2 Despatch Instruction for the purpose of this
Agreement. A

3.5 Availability Declarations.

(i Generally: As soon as practicable before the Commercial
Operation of the Unit (or of the first Unit, if there is more
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(i)

(iii)

than one Unit) and from time to time thereafter, but not
later than the Prescribed Time each day, the Company
shall deliver to the Board an Availability Declaration
containing the following information:

(a8)  The date and time that such Availability Declaration
IS issued;

(b}  The period to which such Availability 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 3 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 shail 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 a2 Unit from zero shall mean that such Unit is capable of
being synchronised to the Board'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,
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V)

Board-Directed Shutdowns. During any period of Board-
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 shail state its Declared Capacity as the amount
of avaitable capacity at the generator terminals, measured
in MW, that the Company expects could be delivered to the
Board if the Project were fully loaded.

Force Majeure Periods. In the event of any Force
Majeure event which prevents the Project in whole or in
part from generating electrical 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 expects 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 Board 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,
ownership and operation of the Project shall
submitted to the Boarg whereupon such list
this Schedule by mutual consultation]

s A

-—

construction, completion,
be prepared by the Company and
shall be deemed incorporated into
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Schedule F

TEST PROCEDURES

[Subject to final review]

The Company shall conduct acceptance and characteristics tests as described
below. Provisional performance acceptance test for the combustion turbines
{open cycle) as well as the final performance acceptance test for the combined
cycle Project shall be conducted as part of the construction contract. '

"The Company sl%all give the Board at least fifteen (15) days prior written n'otice
of the date on which any of these tests will commence. The Company and the

Board shall designate representatives to witness and observe each test, and to
ensure that the tests are being performed in accordance with the agreed test
procedures. The Generating Unit shall be operated within the manufacturer's
specified limits and in accordance with Prudent Utility Practices for the duration
of the test,

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

1. Performance Acceptaﬁce Test fof Combusﬁon Turbins: sﬁail be the

basis for demonstrating the gross generating- capacity of each:-

combustion turbine.

1.1 Test Procedure : The tests shall be conducted in accordance with
standard intemational 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 ..

12 Sitga‘ Reference Conditions : The gross génarétion capacity is
- related to the following conditions:

Fuel : :

Ambient Temperature (Dry bulb) : - 290C

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 '
et 85 "&
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.

Load Factor : : -Baseload ..
Humidity _ : : 0% . .-

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

-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 cohtractor for the Project and (ii) the

= final performance acceptance of the Project by the Company from the
- construction contractor for the Project. S ey

2.1 Test Procedure: The tests shall be conducted in éécdrdance with
standard international test codes and practices. and include
:. . -.applicable sections of various codes as on date of signing of the

e - Construction contract. The codes to be used in determining gross

=t - generation capacity will be as required by. the EPC Contract :
2.2 - .-fSit'el-- Reference Condif'i'dné": The gfbss géneratidh :ca'p'acity is
i 7o related to the following conditions: ., L. s
Fuel ‘ : o
tinex v Ambient Temperature (Dry bulb) @ ;. 290 Coam
- oo o Relative Air Humidity -« ... : ST0%
-~ Absglute Atmospheric Pressure - . As per EPC.Contract
- GT intake Pressure Loss - I . AsperEPCContract -
- Exhaust Pressure Loss for , L
combined cycle - : . As per EPC Contract
Cooling Water inlet Temperature : | As per EPC Contract
Power Factors ) :  As per EPC”Contract'
Frequency . S0Hz .
Load Factor : Base Load .

Water Injection : As per EPC Contract
Note: Correction curves from the above parameters shall be as
per the EPC Contractand shall be provided prior to testing. .

.. Electrical System Characteristic Tests: : shall demonstrate . the
Project's . ability to operate within the limits of the electrical system

e 86 S
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Project Characteristics Tests: 7
(180) days after . Project COD, the:-;Company‘-‘-,.shall.-.‘conduct ‘project

characteristics as described in Schedule A. Electrical System
Characteristics shall be deemed to be achieved.in case of :-

.

R
AR

(a) Voltage, provided the Project operates within the voitage levels

described in Schedule A for the duration of the acceptance test. If
during the test, voltage tests cannot be performed due to the
Board'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- =~ =~

~ (b) Grid Frequency, provided the Project’ operates»*-within'-the

- frequency level described in Schedule A for the duration of the
acceptance test. : .

.
R S

ey 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-Board's . constraints, data
supplied from tests of the generators and the generator step-up
trarisformers supplied -by- the -manufacturers -shall :be used to
astablish the ability of the Project to operate within: the-specified

voltage limits.

“Not later-than one-hundred -and eighty

characteristics tests. Such testsT"?'may;.-‘=-at-—thei£ompan)ﬁ§”-. option, be

conducted, as applicable, ooncurrently~withvihe-—.aeceptande tests. The

project characteristics tests shall be ‘conducted as -described for load
changes so as to check the open cycle and epmbin_ed-cycla ramp rates

to be consistent with the Technical Limits.

Emission Level: Emission level

s shall comply with applicable Law and
Permits. S

Sound Pressure Level :

Emission levels shall comply with applicable
Law and Permits. ‘ S e

........

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

Test results :

B.1  Within five (5) days after the conclusion of any test, the Company
shall submit a written report to the Board which shall contain
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(i) sufficient data to demonstrate the level of performance
during such test;

(i) if a Generating Unit has passed the performance
acceptance test, the date and time for commencement of
Commercial Operation for such Generatlng Unit for the
purposes of this Agreement. -

-~ 82 If the Board disputes any or all of the results contained in the

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

Correction Curve List for Open Cycle Testing : As per the EPC

. Contract

Correction Curve List for Combined Cycle Testing : As per the EPC
Contract ‘

g8



Schedule G
BUYQUT PRbCEDURE AND CALCULATION

Introduction
This Schedule outlines:

(i)  the procedures to be adopted in the event that a Buy-out Notice is
issued by the Company or the Board as described in Article 12
pursuant to this Agreement, and :

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

. The provisicns of this Schedule G shall survive expiry 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 Board 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 Board.

"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 ihe extent that the proceeds of such capital
contribution are exclusively utitised (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. S

"“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 ™V
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falls to be calculated is as determined by the Independent Appraiser

having regard to the condition and relative obsolescence of the Project
and which shall 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

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 practlces 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)

(b)

(c)

(d)

The Board 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 consumables,
and the Company shall use its reasonable endeavours to deliver
them in good operating condition, subject only - to reasonable
wear and tear.

The Board 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.

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 including 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 Board. ,

The Company shall fully discharge and shall indemnify the Board
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.

% 90 %\.“\\}}
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(e)

- (9)

(h)

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 Board 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 Board 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 Board), subject to clause (g) below,
The Buy-out Price shall be paid net of any such liabilities
assumed by the Board..

The Company shall, if so required by the Board, procure the
novation or assignment to the Board of any relevant fuel contract
or EPC Contract relating to the Project on such terms as the
Board may reasonable require and shail 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 Board under this Schedule
shall only be made against the release of all Encumbrances.

Procedure for Determination of the Buy-out Price

(a)

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 Board 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 & 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
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Appraiser in the case of disagreement shall be the President of
the Institute of the Chartered Accountants of India.

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

(c)  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.

(d)  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
Board shall pay the Buy-out Price to the ‘Company in immediately
available funds, and simultaneously therewith, the Company shall
transfer and assign to the Board all of its right, title and interest in
the Project except to the extent excluded pursuant to paragraph 3
of this Schedule G. - All payments shall be made in Rupees.

(e) Following Completion, the Board and the Company may each
: submit a "Post Clpsing 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 aciual 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 Indepandent Appraiser, whose

- sole judgement will 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

(a)  The general guidélines for determining the Buy-out Price shall be
as follows: : '

(i) The Buy-out Price will be stated in the Valuation in Rupees
and shail be paid in Rupees. The Independent Appraiser
shall ascertain the portion of the Buy-out Price which
needs to be converted into foreign currency to repay any
outstanding Foreign Debt andfor any Equity ("Foreign

42
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(ii)

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 Board 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 applicabie to
the Debt of the Company.

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 untit 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 Board),

(c) the Board -rﬁeets- 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 Board 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 Board of its obligaticns hereunder or a Board Default
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shall not be for the account of the Company and shail not
reduce the Buy-out Price from that which would have
pertained if such Political Force Majeure Event, material
breach or Board 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 until its expiry at the end of fifteen years). The DCFvV

shall be carried out in line with normal industry practice, following
the guidelines beiow:

(i)

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)-
dNWC(i)

,where',.for the calendar year i

Rev(i) =

All  revenues determined under this
. Agreement as per the Capacity

. .Charge payments based on Declared

Opex(i) =

Capex(i)= -

Capacity on a historical basis as
“determined by the Independent
Appraiser. :

Operating and Maintenance Expenses
of the Project including all interest and
fees on borrowings except that any
expenses required as a result of
Political Force Majeure Events,
material breaches by the Board 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,
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Debt(i} =

(i)  ACF()s

material breaches by the Board of its
obligations hereunder shall not be
included in Capex.

Ali principal and interest repayments
pursuant to the Capitat 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.

dNWC(i) = Any increase 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.

éhould be considered to occur on average

at the middle of each year.

(i)  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.

(iv) The Independent Appraiser will have sole regard to
the future operation of the Project considering all

factors
fimited

(2)

that are likely to affect it including. but not
to the following: :

net avaitability and Plant Load Factors for the
calculation of the Tariff should be based on
historical performance unless there is a
reason to believe that this is not a reliable
indicator of future performance, ,

plant heat rates should also reflect historical
performance of the Project but should also
1ake into account future heat rate degradation

of the Project, and
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(d}

(e)

(<) 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 DC‘FV must be determined by the following
formula: |

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

NOR ~ = the Nominal Discount Rate,
ACF({i) = the Annua!l 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 alf 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

M B
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fees that become payable by the Company as a result of the
purchase of the Project by the Board.

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 Board, 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,
specificaily approved by the .Board, and capital gains taxes and
income “taxes but excluding Transfer Taxes as defined in
paragraph (e) above,

5. 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 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 (b) the
Equity invested in the Project under any shareholder/subscription
agreement and (c) all amounts du¢ 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 Board 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 alt 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 -
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B. 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)  Atimesthe DCFV:

(b) B times the Total Debt Amount;
(c) C times the Transfer Taxes; and
(d) D times the Transfer Cost.

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 alsoc be taken into account when calculating the relevant
variable.

. A B C D
Reason for Temination Total

‘ DCFV| Debt |Transfe {Transf
Amount | rtaxes er

‘ costs
Board purchase option following a Company 0% {100% |see 0%
Default - ] ] . ._|Note
Company sala option or the Board purchase option[100 % [100 % 100 % T1100% |
following a Political Force Majeure Event referred

to in Article 10.1 () (2) or Company sale option
following a Board Default,

Company sate option or the Board purchase option |75 % [100 % 100 % - 75 %
foflowing a Political Force Majeure Event other .

than that referred to in Article 10.1 () ().

Board purchase option or Company sale option 75% |100% [100% |75%
following a Non-political Force Majeure Event
affecting the Board or Force Majeure Event

affecting Fuel supplier or transporter described in
Anticle 10.5(e)

Note: In the event termination is a result of a Company Default, the Board

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 wili be supplied by the Company to the Board
prior fo Financial Ciosing, whereupon such format shall be deemed to be

incorporated in this Schedule by mutual agreement]
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Schedule |

FUEL SUPPLY COMMITTEE

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

1.

The Board 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 shali be comprised of five members, of
which two shall be nominated by the Company, two shall be nominated
by the Board 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 Intemational Centre
for-Expertise upon the application of either Party. The Board and the
Company shall each bear 50% of the reasonable costs and expenses of
such independent experl. 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
Chairmian of the Fuel Supply Committee shall be ons of the members
nominated by the Board. YThe 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 Board 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 Committée shall review the bids received
by the Company pursuant to the foregoing tender. Following ‘such
review, the Fuel Supply Committee shali 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, subjec! to paragraph 4 below, be required to approve
any Fuel Supply Agreer:=..ts entered into with any Fuel supplier(s) and
any material amendmen:s 0 such agreements.

1 o WY
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If the Fuel Supply Commiltee fails to reach unanimous agreement in
respect of .any matter failing to be decided by it hereunder, then such
matter may be delermined 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 {0
the reasonable satisfaction of the Fuel Supply Committee projects that it
will require the Fuel to be supplied pursuant to such Fuel Supply
Agreement during the next succeeding thirty (30) days and the terms
and conditions applicable io such.Fuel Supply Agreement are fair and
reasonable. Provided that the duration of such Fuel Supply Agreement
shall be limited to a maximwn term of three (3) months, uniess otherwise
required due to market conditions. :

To the extent required by the'Fuel Supply Committee, any Fuel Supply
Agresments entered into by .the . Company shall provide that the

Company shall have the right toreduce 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 Board has consented to the payment of any damages or
other amounts to the Fue! 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-
term spot market Fuel supplies. | pemmitted under the relevant Fuel
Supply Agreements and the Financing Documents, the Fuel Supply
Committee may require the Company to utilise such altemative 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 offtake charges and other penaities,

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) months, unless otherwise required due to market conditions.

The Company shall provice the Fuel Supply Committee members with
all material documents, riciices, amendments and modifications of Fuel

Supply Agreements and cl..2r matters.
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8. The Fuel Supply Commillee 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 conformity with the GOI
guidelines the parameters used for the calculation of the Energy Charge.

9. in case of any interruption in supply or transportation of fuel due to an

event of Force Majeure, the Company shall be obligated to use all
reasonable efforts to obtain alternate Fuel including obtaining any
permits relating thereto, with the reasonable assistance of the Board,
and any Fuel Supply Agreements pertaining 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 ... 1997 by
the GOVERNOR OF ANDHRA PRADESH on behalf of THE STATE OF
ANDHRA PRADESH (herein after referred as "the Guarantor”)

In consideration of ............. ' a company organised and existing under the laws
of India (the "Company") undertaking to develop, procure, finance for,
construct, own operate and maintain @ ... based electric power
generating facility of ........ MW capacity at .......... in the State of Andhra
Pradesh, INDIA (hereinafter referred to as the "Project”) and to make sales of
capacity and net electrical output from the Project to Andhra Pradesh State
Electricity Board (hereinafter referred to as "APSEB") under a Power Purchase
Agreement (hereinafier referred o as the "PPA") dated .......... as the same may
be amended, supplemented or modified from time to time and made between
the Company and the APSEB, 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 APSEB Monthly Payment Obligations:

The Guarantor hereby irrevocably and unconditionally 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 APSEB 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 Guaranior pursuant to this Guarantee if the APSE
Board 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 pavment obligation
covered under the Stale Guarantee would include_energy charges,
capacity charges and other supplemental bills.

(B) Guarantee of APSEB Buy-out obligations:

The Guarantor :further hereby irrevocably and unconditionally
guarantees (as a secondary obligor) to pay to the company, within 80
(Ninety) calendar days following submission by the.company, on
demand of payments for a sum covering the outstanding debt exposure
both on foreign and domestic borrowings of the company as per the
PPA, in the event of a Buyout taking place as per the terms and
conditions of the PPA  The coinjsany shall be entitled to makz a demand
103
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for payment, upon the Guarantor pursuant to this clause if APSEB has
failed to 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. : )

2. 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 iIndia, 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 1o ensure that the Company receives on the due

date and retains a net sum equal to what it would have received and s0
retained had no deduction or withholding been required or made.

3. Other Provisions of the Guarantee

(A)  Waiver: No obligation of the Guarantor hereunder shall be |n any way
discharged or impaired by reaons of any time or other indulgence
granted by the Company to APSEB, by any variation of the PPA or by

- -any-other act or thing (except the fulfilment by APSEB) of the obligation
Guaranteed hereunder or thereunder). ST

(B)  Continuing guarantee: This Guarantee shall be a continuing security -
and accordingly: . o

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

(2) . it shall not be discharyed by an intermediate discharge or
fepayment by or for the account of APSEB or any settlement of
accounts between APSEB and the Company

(3) it shall extend to the payment obligations (referred in paragraph
1} of any successor or assigriee of APSEB if such successor
company or assigree is one where the Government of Andhra

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 .!. any other security which the Company
may at any time hold in respe_; of the obligations of APSEB under the

PPA
o NI o

-
-



(D) Immediate Recourse: Subject 0 clause |, the Company shall not be
obliged before taking steps to e.:orce this Guarantee to:

(1)  take action or obtain judqgement against APSEB in any court; or

(2)  make or file any claim in t.ankruptcy of APSEB,; or

(3) exercise diligence aga.n:. APSEB; or

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

(E) Indemnity: The Guarantor urdertakes are as primary - obligor, to
indemnify and keep indemniled- the Company against any [oss
sustained or incurred by the Company by reason of the invalidity,

= jllegality or unenforceability or =ay of this Guarantee or the provisions of

_ this -Guarantee -or the PPA znd the amount of such loss shall be the

. -amount which, but for such invalidity, illegality or unenforceability,’ the-

Company would otherwise hcv. been entitied to ‘recover- hereunder or
thereunder. :

4, Guarantor's Representations and Warranties

The Guarantor hereby repre.nts, warrants and undertakes to the
Company as follows: S .

(A) ~ “Power and Authority: The Guzrantor has full power authority and-{egal -

- = right to-incur the obligations provided for in this Guarantee, to execute--
and deliver this Guarantee ¢ind to perform and observe the terms and

provisions hereof.

(8) Legal Validity: This Guara...se constitutes legal, valid, binding and
enforceable obligations of the Guarantor in accordance with its terms.

(C) Approvals: All necessary acti~n has been taken under the Law of India
to authorise the execution, del. .ery and performance of this Guarantee.

(D) Direct Obligations: All of tz obligations and the covenants of the
Guarantor contained herein cc astitute unconditional direct obligations of

the Guarantor.

5. Notices

All notices, demands or othcr _smmunications required to be given shall

be in writing, in English languasc -~d addressed to the Guarantor or the
Company as the case may be, at the inllowing address {or to any other address
as provided by either party to the oti: .7 in writing:
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Guarantor Finance Secretary,
. Government of Andhra Pradesh,
. Hyderabad, India, :
Company

Failure of the Governme

nt to maintain and honour its guarantee for g
‘-c:ontinuing period of more than 1

(o

-
8

¢ &

C

-~

(2D

3

~
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( « (cC

cC o

G
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of default ynder the PPA,

T

80 days would be deemed to be a Board event

Miscellaneouys Provisions

Waiver, femedies cum he part of the Company to
exercise, and no delay on the part of the Company in exercising, any
right or remedy hereunder shal Operate as a waiver thereof. No single

Or pantial exercise of any right or remedy shall preclude any. other- or

ulative: No failure on {

Ny part of its rights or o

. prior written consent of the Guarantor

bligations hereunder without ‘fhe
‘reasonably.

in its sole discretion exercised

Y Guarantor: The Guara

Oré assignment or modgifj

ntor undertakes to consuit the
the present Guarantee agreement.

cation of the obligations under

according to Indian [aw.

Arbitration: Reference to Arbitration:
—===1ICe 0 Arbitration
(1)

international arbitration rules (the Rules), to be agreed by partigs
1o the guarantee and one or more arbitrators be appointed in
accordance with the said Rules.
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(2)

(3)

. "

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
Arbrtratlon Acts of India.

Arbitration proceedlngs pursuant to paragraph shall be held in
London, ‘England. Any award given pursuant to-arbitration in
London, England, under paragraph 1 above shall be governed by
the New York Convention on the Recognition. and Enforcement of
Foreign - Arbitral Awards of 1958.  Arbitration proceedings

+ conducted pursuant to paragraph 2 shall be held in New Delhi, -

Indla

The Ianguage of any arbltra'uon under the clause shall be Enghsh

The Guarantor :

M

@

@

agrees that shou!d any proceedtngs be brought-against- it or |ts
assets in any jurisdiction in relation to this Guarantee . or any
transaction contemplated:by- this-Guarantee,.no. immunity from
such proceedings shall,.to_ihe.extent that it would otherwise be
entitled to do so underihe law- of Indid, be claimed by or .on

_ 'behalf of itself or wnth respect to1tsassets

Waives any nght of immunity Whlch it or any of its assets now has

or may acqu:re in the future mrany ;unsdlctlon and

‘contents genera!iy m respect of the enforcement of any
judgement against it in-any such proceedmgs in any jurisdiction to

the giving of any relief or the issue of any process in connection .~

with such proceedings~ (mcludmg without limitation, the making,

" enforcement. or execution -against or in respect of any property

whatsoever |rrespect|ve of its use or mtended use)
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AS WINESS WHEREOF, the Guarantee has been executed, this the
day of , 1997,

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 Govemment
‘Energy Department

Accepted and Agreed By

( )

Chairman & M.D.,

© - (Name of the Company) | L e e

Vot
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Schedule K

BANK GUARANTEE PROFORMA FOR SECURITY DEPOSIT

Whereas the Andhra Pradesh State Electricity Board hereinafter called
the 'Board' has selected M/s........ (Company's name and full address)
(hereinafter called the 'Developer’), the successful bldder against the Bid
No.CE/Plg/1/85-96 for setting up of private sector power project. in Andhra

Pradesh and wheireas the Board has issued a Letter Of Intent (LOI) vide letter ...

No.CE/IPC/211/Bid No.CE/plg/1/95-961.......... dt.24.7.96 in favour .of . the
Developer for setting up of ... MW liquid fuel based Power Project/ Barge
moun!ed power project at...... on “Build, Own and Operate Basis" and

whereas the Developer, having entered into a Power Purchase "Agreement--

(herein after called "PPA" and "the Contract”) with the Board, and whereas the- .

Commercial Operation Date of the project shall occur not later than...... months
from the date of signing of PPA. e

Whereas -the Deveioper is required to submit Security Deposn to the .~ .
‘Board' equwalent fo one percent-of the cost estimate of the project; as already™ = -

intimated in the LOIL, which is accepted by the Developer, and as -also

incorporatéd-in PPA within ... days after conclusion of PPA valid till the -~

Commercial Operation Date of the power preiecl.

Whereas the Board has afforded a facility to submit the Security Deposit - - -

in the form of a Bank Guarantee in lieu of cash, valid lnmally for a period of one

year and renewable every year unti! the Commercial Operatlon Date of the-said -

power project.

Whereas the Developer in pursuance of the aforesaid facility offered by
the Board, intends to furnish the required Bank Guarantee of this Bank
Mis......... (Name of the Bank and fult address) towards the Security Deposit.

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

{6) months thereafter.
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We... ... Bank , do hereby undertake to indemnify and keep
indemnified the Board to the extent of Rs......., against any breach_ by the
Developer of any of the terms and conditions in the said Contract.

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 Board under of by virtue -
of the said Contract have been fully paid and its claims satisfied or discharged .- -
or till the Chief Engineer, Investment Promotion Cell, AP.S.E.Board, certifies
that the terms and conditions of the said Contract have beén fully and properly 7"
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. week of the sum being demanded.by ... ...

- - the Board without reference 1o the Developer andg witl'nout-questioﬁing-the Fight-rzrare. -o

of the: Board to make such demznd.or the propriety or legality of the demand. p
We...:.... Bank - lastly undertake not to revoke this ‘guarantee during-.its === = -
currency and  untit the discharge Certificate is issued by -Chief
Engineer/investment Promotion Cell, APSE Board, Hyderabad., in writing. .

Notwithstanding anything contained in the foregoing, our liability under
this guarantee is restricted to Rs.. . (Rupees.................... only). Qur
guarantee shall remain in force until the discharge certificate is issued by Chief -
Engineer/Investment Promotion Cell/APSE Board, in writing

Dated the............ day of .. . 1997 _ Signature of the
Bank's authorised Officer '
For ... Bank &
Seal .

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