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Since its inception, Tata Group has imbibed the policy of honest

commitment to all its business ventures. While evolving as India's

foremost private power company, Tata Power realizes that the essence

of being a leader is to have a powerful vision.

New alliances were sought and powerful future centric initiatives

helped it to consolidate its position as a leading private entity in the

power sector. In the process of creating synergy with its business

partners it also ensured its social commitments were met.

Tata Power’s strength lies in meeting its commitments. With its ability

to manage well in changing environment and stimulate ingenuity in

its employees, Tata Power is poised to be a strong player in the national

power arena.

MISSION

To improve the quality of life.
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FINANCIAL HIGHLIGHTS

� Annual Sales this year recorded at 13,616 MUs as against 12,663 MUs in the

previous year.

� Revenues at Rs. 4562.79 crores as compared to Rs. 3930.44 crores in the previous

year.

� Profit After Tax (PAT) for the year 2005-2006 touched Rs. 610.54 crores, growth

of 10.7% over previous year.

� The Strategic Electronics Division registered an operating revenue of Rs. 38.18 crores.

� North Delhi Power Limited has recorded revenues of Rs. 1840.55 crores and

PAT of Rs. 112.53 crores.

� Tata Power's trading subsidiary - Tata Power Trading Company Ltd. (TPTCL)

in its first full year of operation, traded 674 MUs, earning revenue of

Rs. 206.95 crores and PAT of Rs. 3.01 crores.

� During the year, the Company completed the sale of Tata Power Broadband

Company Ltd. to Videsh Sanchar Nigam Ltd. (VSNL) for a consideration of

Rs. 201.97 crores and transfer of Power Systems Division to Tata Projects Limited

for a consideration of Rs. 80.21 crores.

� ICRA, India's leading credit rating agency, has accorded Tata Power's

Rs. 1,000 crore and Rs. 500 crore Non-Convertible Debenture programmes the

highest “LAAA” rating from the earlier “LAA+” rating. The “LAAA” rating is the

highest credit quality rating assigned by ICRA, and signifies the lowest credit risk

for corporates.
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It is an immutable law in business that words
are words, explanations are explanations,

promises are promises but only
performance is reality.

- Harold S. Geneen

“

”

... committed to out perform
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OPERATIONAL HIGHLIGHTS

� Tata Power recorded the highest ever generation of 13746 MUs registering an
increase of 3.5% from last year.

� Hydro stations registered the highest ever generation at 2024 MUs. This was
aided by an exceptionally good water level in Tata Power’s lakes post a good
monsoon season, due to which the Company has been able to generate higher
electricity from its hydro plants, thus optimizing the balance between hydro and
thermal generation and reducing the pressure of rising fuel costs.

� The 120 MW Jojobera project was successfully commissioned in a record time of
23 months.

� Highest ever generation achieved at Jojobera thermal power plant at 2375 MUs.

� Maharashtra was also affected on several occasions with severe break downs
during the year due to Grid disturbances. Tata Power successfully operated its
islanding protection system, thus maintaining power supply to Mumbai.

� During the unprecedented flood crisis in Mumbai post July 26 record rainfall,
Tata Power’s units at Trombay operated at full capacity to keep Mumbai powered.
Tata Power extended its full support to its consumers in Mumbai including other
utilities.

� The indigenous design and development activity for PINAKA (Multi-barrel Rocket
Launcher) finally culminated in Strategic Electronics Division (SED) bagging a
Rs. 172.4 crores production Order from the Ministry of Defence (MoD). This is for
the first time that the MoD, Government of India, has chosen private sector companies
to participate in the production of a major Weapons System. SED also concluded
negotiations for the supply of multiple Advanced Air Defence Systems to be installed
and commissioned in a three year span.

� The Bareilly - Mandola portion of the prestigious Tala Transmission Project, was
completed three months ahead of its scheduled completion in June 2006. The
project, executed by Powerlinks Transmission Limited (a 51%: 49% joint venture
between The Tata Power Company  Ltd. and Power Grid Corporaton of India Ltd.)
represents India’s first inter-state transmission project with public-private partnership,
since the enactment of the Electricity Act and paves the way for similar successful
partnerships in this sector.

� The Company’s distribution joint venture North Delhi Power Limited (NDPL)
brought down its Aggregated Technical and Commercial Losses (AT&C) to 28.4%
against the regulatory target of 35.35%. NDPL has thus been able to bring down
the losses by 25% (from 53.4% to 28.4%) in a period of only 3 years and 9 months
as against a target of reducing losses by 17% in a span of 5 years. This has resulted
in overachieved revenue of Rs. 170 crores during the FY 06 and Rs. 168 crores
during the previous year, enabling NDPL to pass on the benefit of over achievement
to the consumers as per the agreement.
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... committed to grow

Energy and persistence conquer all things.

- Benjamin Franklin
“ ”
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NEW INITIATIVES

Company has drawn up significant and aggressive growth plans to augment generation
capacity.

� Tata Power is implementing a 250 MW coal based plant at Trombay, to meet
Mumbai’s future power requirement. The project has received all important
clearances and project site development activities are in progress. The project is
scheduled to be commissioned in next 28 months.

� The Company is in the process of installing 100 MW low capital cost Diesel
Generating Sets, which have a short commissioning period of 10-12 months, as
an interim arrangement to meet the additional requirements of the Mumbai Licence
Area.

� The Company is setting up a 1000 MW imported coal based coastal power plant
in Maharashtra to meet the long-term power requirement of Mumbai and Maharashtra.

� The Company has completed the acquisition of 74% equity stake in Maithon
Power Limited (MPL) from Damodar Valley Corporation for implementing the
1000 MW Maithon Right Bank Thermal Power Project which is targeted for
commissioning in year 2010.

� The Company is setting up a 120 MW Captive Plant for Tata Steel in Jamshedpur,
based on utilizing the waste gases from the steel making process. It is also in
discussions with Tata Steel for setting up the captive power plants for their expansion
projects in various States in India such as Chattisgarh, Orissa and Jharkhand.

� The Company has submitted its Expression of Interest  to Government of India to
bid for four Ultra Mega Power Projects, one each in Gujarat, Madhya Pradesh,
Maharashtra and Karnataka. Consequently, the Company has received the Request
for Qualification documents for the Sasan project in Madhya Pradesh and the
Mundra project in Gujarat. The Company will be participating in the bidding process
for these projects.

� International Initiatives : Bangladesh - Consequent to the Expression of Interest
by the Company with the Board of Investment, Bangladesh, along with two other
Tata Group Companies viz. Tata Steel and Tata Chemicals, a joint proposal has
been submitted for the consideration of the Bangladesh Government.

South Africa - The Company, along with its local partners has been pre-qualified
and has been invited to participate in the bidding process for a 290-380 MW Open
Cycle Gas Turbine Peaking IPP project in South Africa.

� Captive Coal Blocks : The Company’s applications for allotment of captive coal
blocks in Jharkhand, Orissa and Andhra Pradesh are awaiting approval from the
Government of India.
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No success… is worthwhile unless it serves
the needs or interests of the country

and its people.

- J.R.D. Tata

“
”

... committed to care
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SOCIAL RESPONSIBILITY INITIATIVES

SOCIAL

� During the unprecedented flood crisis in Mumbai post July 26, Tata Power
alongwith Sir Dorabji Tata Trust, BMC, TISS, Somaiyya College and Nirmala Niketan
spearheaded the relief operation extending to over 35,000 families in Kurla,
15,000 families in Chembur and 16,000 families in Mumbra over a span of 15
days. Relief work involved providing medical help, initial survival kits, chlorine
liquid and tablets for water purification, food grains, information literature and Oral
Rehydration to the families.

� Tata Power in association with the Confederation of Indian Industries (CII) has kick-
started a drive to educate and motivate the consumers to conserve energy
which has evoked a good response. The campaign aims to seek the involvement
of every individual and inspire the spirit of energy conservation in every Mumbaikar.

� Tata Power’s projects for community development included infrastructure for
primary education such as construction and repairs of schools, teachers’ quarters,
asphalting of roads, construction of bus stops, donation of computers and ceiling
fans.

� The Company contributed 10% of the total cost of Rs. 40 lakhs for Solar
electrification in Udhewdi near Lonavla which is working satisfactorily for over
1 year. Solar street lights were also donated at villages near Jojobera. Village youth
have been trained to maintain the Unit.

� The Company extended health care through 10 permanent centers and 35 medical
camps to over 42000 villagers free of cost. Tata Power also focused on dental
check ups, family planning, cataract and lens implantation and polio immunization.
Thousand of villagers including children from rural schools availed and benefited
from such camps.

� The Company continues to impart training in tailoring, computers, horticulture,
floriculture, organic farming, nursing etc and reached out to youth and farmers
in rural areas. The programmes are arranged based on the local training needs.

� Utkarsha-the community development centre at Somwadi is responsible for
creating awareness about their rights and were successful in strengthening the
public distribution system, distribution of identity cards for senior citizens and caste
certificates through Tehsildar’s office.

ENVIRONMENT
� Over 9.90 saplings were planted across different locations in hydro catchment

in Maval and Mulshi area, Jojobera, Belgaum and other locations. The areas have
turned green and picturesque and attract several species of birds and animals.

� The Company’s focus on Mahseer breeding and conservation led to collection
of 3.90 lakhs of Mahseer eggs and production of 2.4 lakhs of fry/semi fingerlings.
Over 1 lakh Mahseer semi fingerlings were sent to various States for Mahseer
Conservation programme.
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AWARDS & RECOGNITION

� “Golden Peacock Environment Award” for the year 2006 for Jojobera Division,

Jamshedpur.

� “CII EXIM Bank Award 2005“ Certificate for Strong Commitment to

Excel.

� “Energy Efficient Unit Award” at the National Award for Excellence in Energy

Management  2005 for T&D divisions conducted by CII.

� “Rajiv Gandhi National Quality Award 2005“  for Jojobera Division.

� “Golden Peacock Special Commendation Certificate“ for the year 2005 for

Jojobera Division for Environment Management.

� “Gold Shield by ICAI“ for excellence in financial reporting in 2005.

� “Greentech Safety Award - Platinum“ to Jojobera Thermal Power Plant, Jharkhand

in 2005.



13

Contents

Annual General Meeting on Tuesday, the 1st day of August 2006 at 3 p.m. at Birla Matushri Sabhagar,

Sir Vithaldas Thackersey Marg, 19, New Marine Lines, Mumbai 400 020

As a measure of economy, copies of the Annual Report will not be distributed at the Annual General Meeting.

Shareholders are requested to kindly bring their copies to the meeting.

Notice and Explanatory Statement (Separate Insert)

Directors’ Report 14

Annexure I to Directors’ Report 25

Annexure II to Directors’ Report 26

Management Discussion and Analysis 27

Auditors’ Report 39

Annexure to Auditors’ Report 41

Balance Sheet 44

Profit and Loss Account 45

Cash Flow Statement 46

Schedules forming part of the Balance Sheet 48

Schedules forming part of the Profit and Loss Account 56

Notes forming part of the Accounts 60

Balance Sheet Abstract and Company’s General
Business profile 78

Performance Perspective and Financial Statistics 79

Report on Corporate Governance 80

Statement pursuant to Section 212 of the
Companies Act, 1956 relating to Subsidiary Companies 96

Consolidated Financial Statements

Auditors’ Report 98

Consolidated Balance Sheet 100

Consolidated Profit and Loss Account 101

Consolidated Cash Flow Statement 102

Schedules forming part of the
Consolidated  Balance Sheet 103

Schedules forming part of the
Consolidated Profit and Loss Account 110

Notes forming part of the Consolidated Accounts 114

Gist of the Financial Performance for the
year 2005-06 of the Subsidiary Companies 136



14

POWER

The Tata Power Company Limited

Eighty-seventh annual report 2005-2006

TO THE MEMBERS,

The Directors are pleased to present their Eighty-seventh annual report on the business and operations of the Company and

the statement of accounts for the year ended 31st March, 2006.

1. FINANCIAL RESULTS
FY 2006 FY 2005
(Rupees (Rupees
crores) crores)

(a) Net Sales / Income from other Operations ............................................................... 4562.79 3930.44

(b) Operating Expenditure ............................................................................................. 3727.33 2977.72

(c) Operating Profit .................................................................................................... 835.46 952.72

(d) Add: Other Income .................................................................................................. 325.61 387.13

(e) Less: Interest and Finance charges ........................................................................... 165.28 191.44

(f) Profit before Depreciation, Provision for Contingencies and Tax ............................... 995.79 1148.41

(g) Less: Depreciation ................................................................................................... 278.34 359.62

(h) (Add)/Less: Provision for Contingencies .................................................................... (30.00) 30.00

(i) Profit before tax ................................................................................................... 747.45 758.79

(j) Less: Provision for taxes (including provision for deferred tax and fringe benefit tax) .... 136.91 207.43

(k) Net Profit after tax ............................................................................................... 610.54 551.36

(l) Less/(Add): Statutory appropriations ......................................................................... 35.29 (3.73)

(m) Distributable Profits ............................................................................................. 575.25 555.09

(n) Add: Balance brought forward from the previous year ............................................. 1432.83 1197.64

(o) Balance .................................................................................................................. 2008.08 1752.73

which the Directors have appropriated as under to :

(i) Proposed Dividend…………………………… ................................................... 168.41 148.60

(ii) Additional Income-tax on Dividend .................................................................. 23.52 21.30

(iii) General Reserve .............................................................................................. 150.00 150.00

TOTAL ............................................................................................................ 341.93 319.90

Leaving a balance of ............................................................................................... 1666.15 1432.83
to be carried forward

Directors’ Report
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2. FINANCIAL HIGHLIGHTS
During the year, Operating Revenue increased by 16% to Rs. 4562.79 crores from Rs. 3930.44 crores in the  previous year.
Profit after tax registered an increase of 11% to Rs. 610.54 crores as against Rs. 551.36 crores in the previous year. However,
the Operating Profit was lower at Rs. 835.46 crores as against Rs. 952.72 crores for the previous year and  Profit before tax
was also lower at Rs. 747.45 crores as against Rs. 758.79 crores in the previous year.  Basic Earnings per Share on Profit after
tax showed an increase of 11% to Rs. 30.82 as against Rs. 27.83 in the previous year.

The increase in Operating Revenue from Power Supply is due to higher volume sold coupled with higher recoverable fuel and
power purchase costs, recognised as revenue in Licence Area and commissioning of Jojobera Unit 4.

The drop in Operating Profit in Licence Area is due to revenue reduction consequent to adjustments for
FY 05 and FY 06 of the surplus Clear Profit earned in excess of the Reasonable Return permitted.

Some significant items relating to the financial results are reported hereunder:

The Company’s debt paper continues to be highly rated by CRISIL and ICRA.  CRISIL reaffirmed the highest credit rating of
AAA for the Company’s non-convertible debenture program.  ICRA upgraded its rating to LAAA from LAA+. The Company’s
international credit rating from Standard & Poor’s and Moody’s remains limited to the sovereign rating.

The consolidated statements of the Company have been prepared in accordance with Accounting Standard 21 on
Consolidated Financial Statements, Accounting Standard 23 on Accounting of Investments in Associates and Accounting
Standard 27 on Financial Reporting of Interests in Joint Ventures, issued by the Council of the Institute of Chartered
Accountants of India.

3. DIVIDEND
Your Directors are pleased to recommend for the approval of the shareholders, a dividend of 85% (Rs. 8.50 per share)
(FY 05  total dividend Rs. 7.50 per share).

4. POWER BUSINESS

4.1. Operational Highlights

The Company generated a total of 13746 Million Units (MUs) of power from all its power plants during the year as
compared to 13283 MUs in the previous year. This is higher than the previous high in FY 05.

During the unprecedented flood crisis in Mumbai post July 26, 2005 record rainfall, the Company’s thermal units at
Trombay operated at full capacity to keep Mumbai powered. The Company extended its full support to its consumers in
Mumbai including other utilities.

The Company was awarded a certificate for “Strong Commitment to Excel Award, 2005” by CII-EXIM Bank.

4.2. Mumbai Power Business
4.2.1. Thermal Power Station – Trombay

Trombay Thermal Power Station recorded a generation of 9185 MUs during the current year as compared to 9511 MUs
generated in the previous year. The generation at Trombay was backed down to accommodate higher generation at the
hydro stations on account of the excellent monsoon during the year. The capital overhaul of 500 MW Unit 5 was completed
in a record time of 23 days.

The construction of the Captive Coal Berth at Trombay is progressing as per schedule. The civil work is expected to be
completed before the monsoons and installation of the mechanical items will begin thereafter. The Berth will improve coal
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supply logistics to the Thermal Power Plant, as coal can be directly unloaded at the Berth, instead of the current circuitous

route involving road and rail transport in addition to shipping and barging.

4.2.2. Hydro Power Plants – Bhira, Bhivpuri and Khopoli

The three hydro power plants collectively generated 2024 MUs during the year as compared to 1439 MUs in the previous
year, an increase of 41%. This is the highest ever generation by the Hydro plants with the previous high being 1636 MUs
in 1992.

This year has been significant with the hydro lakes receiving the second highest total inflow of 2331 million cubic metres
(MCM), the highest being 2350 MCM in 1927. Maximising hydro generation during the monsoons helped in minimising
floods and preventing damage to property in Lonavla, Maval and Mulshi areas.

The Company continued its efforts of water augmentation to the lakes. The Walwandi Scheme has been completed during
the year.

4.2.3. Wind Power

The 17 MW wind farm at Supa near Ahmednagar, Maharashtra generated 27 MUs during the year as against 29 MUs
generated in the previous year.

4.2.4. Mumbai Transmission and Distribution

During the year, 15 consumer sub-stations, 73 circuit km (ckt.km) of High Tension /Low Tension cable network and
3 ckt. km of Transmission lines were added.

There was an all round improvement in the operational parameters of the Transmission and Distribution system with
increased availability of Receiving Station equipment, Overhead lines and Underground Cables. The Distribution Automation
System for consumer sub-stations was commissioned for consumers in the Bandra-Kurla Complex area. A Customer Portal
was launched on the Company’s web site making it possible for residential consumers in the Mumbai Licence Area to pay
their bills online and also view their consumption pattern and payment details.

4.2.5. Power Sales

During the year, the Mumbai Licence Area recorded a sale of 10421 MUs, as against 9583 MUs during the previous year.
In addition, the Company sold its off peak surplus generation of 686 MUs to Maharashtra State Electricity Distribution
Company Limited to meet the growing demand in the rest of Maharashtra and to some states in the Northern
Region. However, to meet the increased demand in the Mumbai Licence Area during peak hours, the Company also
purchased 448 MUs.

The power supply agreement with BEST came up for renewal in August, 2005. The renewed agreement between the
Company and BEST is awaiting Maharashtra Electricity Regulatory Commission’s (MERC) ratification. The power
supply agreement with Reliance Energy Limited (REL) is also under discussion. The Company has entered into a power
supply agreement with Hindustan Petroleum Corporation Limited for supply of 48 MW for its expansion project.

The Company has applied for parallel distribution licences in seven areas of Maharashtra including Pune Urban Zone,
Bhandup Circle, Vashi Circle, Nashik etc.

4.3. Captive Power Plant and Independent Power Producer Business
4.3.1. Jojobera

The Jojobera Thermal Power Station recorded generation of 2375 MUs as compared to the previous year generation of
1950 MUs.
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A new industry benchmark was set by way of construction and commissioning of the 120 MW coal-fired Unit 4 at the
Jojobera Power Plant in a record time of 23 months.

During the year, the Jojobera Power Plant received the Rajiv Gandhi National Quality Award.

4.3.2. Belgaum

The 81.3 MW Belgaum Independent Power Producer (IPP) plant generated 135 MUs as against 244 MUs last year due to
lower requirement of Karnataka.  This was mainly due to the excellent monsoon in Karnataka. As per agreement, the
purchaser continues to pay for the  fixed charges.

4.4. Generation Projects
4.4.1. Mumbai Licence Area Projects

4.4.1.1. 250 MW Expansion Project at Trombay

The Company is implementing a 250 MW coal based plant at Trombay, to meet Licence Area’s future power

requirement. The project has received all important clearances and project site development activities are in

progress. The project is scheduled to be commissioned during FY 09.

4.4.1.2. 100 MW Diesel Generating Sets

To meet the urgent needs of its Licence Area’s demand, the Company is in the process of installing 100 MW low

capital cost Diesel Generating sets, which have a short commissioning period of 10 -12 months.

4.4.1.3. Coastal Project

The Company is actively pursuing setting up an imported coal based 1000 MW power plant in coastal

Maharashtra to meet the long-term power requirements of Maharashtra (including Mumbai). The Government

of Maharashtra (GoM) has been approached for acquisition of land for this project.

4.4.2. Maithon Project

The Company has signed the Shareholders’ Agreement with Damodar Valley Corporation (DVC) and holds 74% equity

stake in Maithon Power Ltd. and the balance 26% is held by DVC.

About 55% of the land has been acquired, while the rest of the land is in the process of being acquired. The project has

received all requisite clearances. Coal linkage has been provided for around 50% of the total requirement while the balance

is being identified by Coal India. The Project has been targeted for commissioning in FY 2010.

4.4.3. Captive Power Plants for Tata Steel Limited

The Company is setting up a 120 MW power plant for Tata Steel Limited (Tata Steel) in Jamshedpur, utilizing the waste gases

from the steel making process. The estimated project cost is Rs. 490 crores and the project period is expected to be 26

months. The Company is in discussions with Tata Steel for setting up Captive Power Plants for their expansion projects in

various states in India such as Chhattisgarh, Orissa and Jharkhand.

4.4.4. Ultra Mega Power Projects

The Government of India (GoI) has announced the implementation of several Ultra Mega Power Projects through an

International Competitive Bidding process. The Company has submitted its Expression of Interest for four Ultra Mega

Power Projects, one each in Gujarat, Madhya Pradesh, Maharashtra and Karnataka. Consequently, the Company has

received the Request for Qualification documents for the Sasan Project in Madhya Pradesh and the Mundra Project in

Gujarat. The Company will be participating in the bidding process for these projects.
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4.4.5. Alaknanda Hydro Project

The Company sold its shareholding in Alaknanda Hydro Power Company Limited having considered it not in alignment

with its current strategy and to focus on other major projects.

4.5. Overseas Projects
4.5.1. Bangladesh

Consequent to the Expression of Interest signed on October 13, 2004 by the Company with the Board of Investment,
Bangladesh, along with two other Tata Group companies viz. Tata Steel and Tata Chemicals Limited, a joint final proposal
has been submitted for the consideration of the Bangladesh Government. The Company has proposed to set up a 480 MW
gas based power plant for meeting the requirement of the steel plant to be set up by Tata Steel and 250-300 MW  coal
based plant to supply power to the Bangladesh Power Development Board.

4.5.2. South Africa

The Company, along with its local partners, has been pre-qualified and has been invited to participate in the bidding

process for a 290-380 MW Open Cycle Gas Turbine Peaking IPP project in South Africa. The Company will be participating

in this bidding process.

4.6. Captive Coal Blocks

The Company’s applications for allotment of captive coal blocks in Jharkand, Orissa and Andhra Pradesh are awaiting
approval from the GoI.

4.7. Distribution Business
4.7.1. North Delhi Power Limited

The Company’s distribution joint venture North Delhi Power Limited (NDPL) posted a revenue of Rs. 1840.55 crores, a

growth of 16% as compared to the previous year and net profit of Rs. 112.52 crores as compared to Rs. 56.76 crores in the

previous year. The Aggregated Technical and Commercial (AT&C) losses have been brought down from 53.40% to 28.40%

in a period of 3 years and 9 months, as against the regulatory target of 31.10% by the end of 5 years. This has resulted in

additional revenue of Rs.172.16 crores during the current year as against Rs. 160.96 crores during the previous year,

enabling NDPL to have additional operating profit of Rs. 55.39 crores in the current year as against Rs. 38.06 crores in the

previous year. NDPL also achieved 100% of its regulatory targets for capital expenditure for the fourth consecutive financial

year in succession and has invested about Rs. 1,000 crores since privatisation.

NDPL’s Centre for Efficiency in Power Distribution has become one of the landmark resources for the power sector in India

and has imparted over 13000 mandays of training which includes participants from 18 utilities across the country and

overseas.

NDPL has been awarded a certificate for “Strong Commitement to Excel Award, 2005” by CII-EXIM Bank.

4.8. Transmission Projects
4.8.1. Tala Transmission Project

The Tala Transmission Project is being implemented by Powerlinks Transmission Limited, as a joint venture between the

Company and Power Grid Corporation of India Limited (PGCIL). The Bareilly-Mandola portion of the project has been

completed three months ahead of the scheduled project completion date of June, 2006.
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This project involves the construction of 1200 km of 400 kV transmission lines from Siliguri in West Bengal to Delhi region

and was conceptualized to evacuate 1020 MW of power from Bhutan and transmit it to the power deficit states in North

India, while also facilitating the transmission of surplus power from the North-Eastern region.

Powerlinks Transmission Ltd. has implemented the Integrated Management System and has been awarded the ISO 9001:2000,

ISO 14001:2004 and OHSAS (Occupational Health & Safety Assessment Series) 18001:1999 certifications for Quality

System, Environmental Management System and Occupation Health and Safety respectively in September, 2005.

4.8.2. Other Transmission Projects

PGCIL has issued Notice Inviting Tender for strengthening of Transmission Systems through the Independent Power

Transmission Company route. The Company is actively considering participating in these tenders.

4.9. Power Trading

Tata Power Trading Company Limited (TPTCL), in its first full year of operation, traded 675 MUs, earning a revenue of

Rs. 207.76 crores and profit after tax of Rs. 3.18 crores.

TPTCL is now a well recognized power trading company in the country among the eighteen licensed power trading

companies. In FY 05, TPTCL was issued a Category “A” trading licence which restricted TPTCL to trade power up to 100 MUs

per annum. During the current year, the same was upgraded to Category “F” which entitles TPTCL to trade power without

any quantity restrictions.

5. OTHER BUSINESSES

5.1.  Power Systems Division

The Power Systems Division (PSD) recorded a turnover of Rs. 267.41 crores in the current year, an increase of 45% over last

year and was successful in bagging new contracts from PGCIL.

PSD (excluding the Bangladesh projects) has been transferred to Tata Projects Limited for a consideration of Rs. 80.21 crores,

effective 1st January, 2006.

5.2. Strategic Electronics Division

The Strategic Electronics Division (SED) during the current year registered an operating revenue of Rs. 38.18 crores,

as against Rs. 62.05 crores during the previous year. This was due to a significantly lower ‘Book and Bill’ revenue as a result

of Ministry of Defence (MoD) programs taking longer time than anticipated to fructify into orders.

SED, however, ended the year on a positive note with order bookings in excess of Rs. 200 crores. SED now has the status of

a Prime Contractor with the MoD having received the Pinaka Multi Barrel Rocket Launcher contract in March, 2006. SED also

concluded negotiations for the supply of multiple Advanced Air Defence Systems to be installed and commissioned in a

three year span.

5.3. Broadband Communications Business

During the year, the Company completed the sale of Tata Power Broadband Company Limited to Videsh Sanchar Nigam

Limited for a consideration of Rs. 201.97 crores. This resulted in a profit of Rs. 131.97 crores.
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6. ENERGY CONSERVATION AND ENVIRONMENT PROTECTION

6.1. Energy Conservation Initiatives

Some of the energy conservation initiatives taken up by the Company are as follows:

• The Company ensured consistent control in its Auxiliary Power Consumption at all its generating units at Trombay,

Hydros, Jojobera and Belgaum.

• A Public Awareness Campaign on saving power was initiated in Mumbai by the Company in association with

Confederation of Indian Industries. The main objective was to create public awareness regarding the looming power

shortage in Maharashtra and make attitudinal changes towards power saving by inducing self-restraint and educating

the public about simple ways of saving power.

• Transmission and Distribution losses were reduced by switching off under-utilized transformers at Receiving Stations,

optimization of system operations, load balancing on power transformers, cutting out transformers at consumer

sub-stations and savings due to opening of ring network at low loss point.

• Transmission and Distribution divisions of the Company received the “Energy Efficient Unit Award” at the National

Awards for Excellence in Energy Management.

6.2. Environment

• The Jojobera Power Station received the Greentech Platinum Award for Environmental Management and Golden

Peacock Commendation for Environment Management.

• During the current year, more than 3000 saplings were planted in and around the Belgaum plant premises.

• Fly Ash utilisation at Jojobera was a record 90%.

7. TATA BUSINESS EXCELLENCE MODEL

The Company has institutionalised the Tata Business Excellence Model (TBEM) process. Current major improvement
initiatives include mapping the existing business processes for standardization and uniform deployment across the
Company, sustained focus on continuous improvement, creating a team based culture, reduction in Cost of Poor Quality
and knowledge sharing.

TBEM reinforcement is continued through familiarization programmes for officers and workmen. This year, “TBEM Samvad”
an interactive program, conducted by the workmen themselves was rolled out for a wider reach and understanding
amongst employees.

8. RISK MANAGEMENT

In its second year of implementation, the Risk Management Process consisted of planning, organizing, co-ordinating and
managing of activities undertaken with the intent of providing an environment that minimizes the adverse impact of risk.
The Risk Management Committee reviewed the risks and made appropriate changes in the Risk Plans. The Internal Audit
Plan for the year covers the risk areas identified by the Risk Management Process.

9. REGULATORY MANAGEMENT

The Appellate Tribunal for Electricity has completed the hearing of the Appeal filed by the Company against MERC’s
Standby Order dated 31st May, 2004. The Order is awaited. However, the Company, as a matter of prudence, has accounted
standby charges for the year ended 31st March, 2005 and 31st March, 2006 on the basis determined by the MERC Order.
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The Appellate Tribunal vide its Order dated 22nd May, 2006 has held that the Company has not been granted licence

 to undertake retail distribution of electricity in the area within which REL has been distributing power in retail to

customers directly. The Appellate Tribunal has also held that  till 1997, the Company was never engaged in distribution

of power in retail and the conflict has arisen between the parties only after REL set up its own generating plant or

soon thereafter.

The Company is of the view, supported by independent legal opinion, that the Tribunal’s Order can be successfully

challenged. The Company is in the process of filing an appeal.

10. HUMAN RESOURCE DEVELOPMENT
During the year, the Company has undertaken a review of its attraction and retention strategies besides undertaking several

initiatives aimed at enhancing employee productivity and talent management. Renewed thrust has been provided to

initiatives to improve aspects such as employee safety, productivity and motivation.

A compensation benchmarking exercise was undertaken to align the current compensation structures to the market. Based

on the findings, the compensation levels and structures have been revamped to stay competitive.

The Company continues its focus on developing its employees and has designed training initiatives to achieve a balance

between the strategic organizational objectives and individual aspirations. Consistent high performers are trained at

reputed institutes in India and abroad for future leadership roles.

Industrial relations continue to be cordial. The Company has signed a four year settlement with the Tata Electric Employees’

Union at its Jojobera unit. The Company has put in place a gradation system, which apart from addressing workers’

aspirations will reinforce productivity.

11. FOREIGN EXCHANGE EARNINGS / OUTGO
The foreign exchange earnings of the Company during the year under review amounted to Rs. 82.88 crores (previous year

Rs. 74.04 crores), mainly on account of Euro Notes currency swaps, interest earned on FCCB funds parked abroad and

Trading Exports. The foreign exchange outflow during the year was Rs. 647.95 crores (previous year Rs. 655.72 crores),

mainly on account of fuel purchase of Rs. 470.22 crores (previous year Rs. 431.03 crores), repayment of foreign currency

loans with interest thereon, NRI dividends and FCCB Issue expenses of Rs. 129.99 crores (previous year Rs. 175.34 crores)

and purchase of capital equipment, components and spares and other miscellaneous expenses of Rs. 47.74 crores

(previous year Rs. 49.35 crores).

12. SAFETY
The Company continues to give prime importance to workplace safety, health and ergonomics and bagged the

‘Greentech Safety Gold Award’ for the third successive year. The GoM also conferred a momento and certificate of appreciation

to the Company for constructive contribution made in Electrical Safety.

Trombay Thermal Power Station obtained OHSAS 18001:1999 certifications by TUV Management Services. Khopoli and

Bhira divisions received Safety Awards by National Safety Council, Maharashtra Chapter for the “Lowest Accident Frequency

Rate” and “Developing and implementing effective management systems and procedures and achieving good performance

in Occupational Safety and  Health during 2002 to 2004” respectively. Belgaum plant was certified under OHSAS 18000 in

July, 2005. Greentech Safety Platinum Award ’06 was conferred to the Jojobera plant by Greentech Foundation

for Safety Management System. Powerlinks Transmission Limited took special initiatives for the Safety and Welfare of

Transmission line workers and conducted safety training programs at various camps on the sites.
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13. COMMUNITY DEVELOPMENT AND CORPORATE SOCIAL RESPONSIBILITY
In Licence Area, the Company continued its contribution to building of infrastructure in the areas of education, asphalting

of roads and in drinking and irrigation schemes. The Company also constructed and repaired schools at various locations

in nearby villages in the Hydro areas.

In Jojobera, solar street lights were provided and a Community Hall constructed at Khayerbani village, with facilities for

volley ball, carrom and football.

In the area of health care, medical check ups were organized and medicines provided free at health centres run by the

Company’s Medical Officers. Dental check up camps and AIDS Awareness programmes were also conducted. The Company

participated in National Polio immunization drive. The Company also organised family planning camps.

During the period of heavy monsoons in Mumbai, post July 26, 2005, the Company extended its relief operations for fifteen

days with about 60 employees of the Company. A joint team from Sir Dorabji Trust, Tata Institute of Social Science,

Municipal Corporation of Greater Mumbai and the Company along with volunteers provided relief to more than 35,000

families in the form of food, medicine, ambulance services, medical assistance, family kits, dewatering assistance, cleaning

of nallas and removal of debris, washing  and disinfection of eleven schools. Volunteers have worked selflessly during the

relief operation to bring some relief to the victims.

14. GLOBAL COMPACT COMPLIANCE

The Company has declared its support to the Global Compact Initiative taken up by the United Nations Secretary General
in 2002. The Compact requires businesses to adhere to Ten Principles in the areas of Human Rights, Labour Standards and
Environment. The Company submitted its “Communication on Progress” in respect of implementation of the Ten Principles

in its business processes.

15. DISCLOSURE OF PARTICULARS
Particulars required by the Companies (Disclosure of Particulars in the Report of Board of Directors) Rules, 1988 are given
in the prescribed format as Annexure I to the Directors’ Report.

Particulars of Employees: Information in accordance with the provisions of Section 217 (2A) of the Companies Act, 1956
(the Act), read with the Companies (Particulars of Employees) Rules, 1975, as amended, regarding employees is given in
Annexure II to the Directors’ Report.

16. SUBSIDIARIES
On an application made by the Company under Section 212(8) of the Act, the Central Government, vide letter dated

27th April 2006, exempted the Company from attaching a copy of the Balance Sheet, Profit and Loss Account, Directors’

Report and Auditors’ Report of the subsidiary companies and other documents required to be attached under

Section 212(1) of the Act to the Balance Sheet of the Company. Accordingly, the said documents are not being attached with

the Balance Sheet of the Company. A gist of the financial performance of the subsidiary companies is contained in the

report. The Annual Accounts of the subsidiary companies are open for inspection by any member/investor and the Company

will make available these documents/details upon request by any Member of the Company or to any investor of its

subsidiary companies who may be interested in obtaining the same. Further, the Annual Accounts of the subsidiary

companies will be kept open for inspection by any investor at the Company’s Head Office and that of the subsidiary

company concerned.
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17. DIRECTORS

Consequent upon the resignation of Mr F A Vandrevala, as Managing Director, the Board constituted a Managing

Committee comprising of Mr R N Tata, Mr Syamal Gupta and Mr A J Engineer to oversee the Company’s operations.

Consequent upon the cessation of his tenure of office, Mr P K Kukde has ceased to be the Executive Director and also a

Director of the Company with effect from the close of business hours on 31st March, 2006. The Board has placed on record

its appreciation of the valuable contribution made to the Company by Mr Kukde.

In accordance with the requirements of the Act and the Articles of Association of the Company, Dr H S Vachha and

Mr R N Tata retire by rotation and are eligible for re-appointment.

18. AUDITORS

Messrs. A F Ferguson & Co. and Messrs. S B Billimoria & Co., the existing Statutory Auditors are now part of Messrs. Deloitte

Haskins & Sells (DHS) in India. Taking into consideration the above, the Company has decided to appoint DHS as the

Statutory Auditors to audit the Accounts of the Company for FY 07. Messrs. A F Ferguson & Co. and Messrs. S B Billimoria

& Co. have communicated that they are not seeking re-appointment at the ensuing Annual General Meeting. The Company

has received a special notice from a shareholder of the Company, in terms of the provisions of the Act, signifying its

intention to propose the appointment of DHS as the Statutory Auditors of Company from the conclusion of the ensuing

Annual General Meeting till the conclusion of the next Annual General Meeting. DHS have also expressed their willingness

to act as Auditors of the Company, if appointed, and have further confirmed that the said appointment would be in

conformity with the provisions of Section 224(1B) of the Act.

As per the requirement of the Central Government and pursuant to Section 233B of the Act, the Company carries out an

audit of cost accounts relating to electricity every year. Subject to the approval of the Central Government, the Company has

appointed M/s. N I Mehta & Associates to audit the cost accounts relating to electricity for FY 07.

Members will also be requested to pass a resolution (vide Item No. 10 of the Notice) authorising the Board of Directors

to appoint Hoda Vasi Chowdhury & Co. as the Branch Auditors of the Bangladesh Branch of the Company and to fix

their remuneration.

Vide the same resolution, members are also requested to authorize the Board of Directors, in consultation with the

Company’s Auditors, to appoint Auditors/Branch Auditors/Accountants for the purpose of auditing the accounts maintained

in respect of other branches of the Company, if any, which may be opened during the year, in India and abroad.

19. AUDITORS’ REPORT

The notes to the Accounts referred to in Auditors’ Report are self explanatory and, therefore, do not call for any further

explanation under Section 217 (3) of the Act.

20. CORPORATE GOVERNANCE

To comply with conditions of Corporate Governance, pursuant to Clause 49 of the Listing Agreements with the Stock

Exchanges, a Management Discussion and Analysis Statement, Corporate Governance Report and Auditors’ Certificate, are

included in the Annual Report.
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21. DIRECTORS’ REPONSIBILITY STATEMENT

Pursuant to Section 217(2AA) of the Act, the Directors based on the representations received from the Operating Management,

confirm that:

i) in the preparation of the annual accounts, the applicable accounting standards have been followed along with proper

explanation relating to all material departures;

ii) they have, in the selection of the accounting policies, consulted the Statutory Auditors and have applied them consistently

and made judgements and estimates that are reasonable and prudent so as to give a true and fair view of the state of

affairs of the Company at the end of the financial year and of the profit of the Company for that period;

iii) they have taken proper and sufficient care to the best of their knowledge and ability for the maintenance of adequate

accounting records in accordance with the provisions of the Act, for safeguarding the assets of the Company and for

preventing and detecting fraud and other irregularities;

iv) they have prepared the annual accounts on a going concern basis.

On behalf of the Board of Directors,

R. N. TATA
Chairman

Mumbai, 29th May, 2006.
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Annexure I to the Directors’ Report

FORM B

Form for disclosure of particulars with respect to technology absorption

Research and Development (R&D)

1. Specific area in which R&D carried out : Design and Development of custom built systems for the
by the Company Strategic Electronics Industry.

2. Benefits derived as a result of the above R&D : Indigenous capability leading to Import Substitution and the
associated savings in Foreign Exchange.

3. Future Plan of Action : Process Design and concurrent engineering practices for large
scale production.

4. Expenditure on R&D (in Rs. lakhs)
(a) Capital : 519.28
(b) Recurring : 53.67
(c) Total : 572.95

Technology absorption, adaptation and innovation

1. Efforts, in brief, made towards Technology : 1. Design and development of a servo system controller
absorption, adaptation and innovation cum Man-Machine / External Systems Interface

2. Backup Islanding Scheme at Generating Station

3. State-of-art controller for Electrostatic Precipitator.

2. Benefits derived as a result of the above efforts : 1. Universal module that can be adapted for any launcher
application for missile / rocket including activation of
firing sequence.

2. For enhanced system security and reliability

3. Better control and savings in auxiliary power.

3. In case of imported technology (imported during
the last five years reckoned from the beginning of
the financial year), following information may be
furnished :

a) Technology imported : None

b) Year of import : NA

c) Has technology been fully absorbed : NA

d) If not fully absorbed, areas where this has

not taken place, reasons thereof and future

plans of action : NA
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Statement pursuant to Section 217(2A) of the Companies Act, 1956 and the Companies (Particulars of Employees) Rules, 1975

Sr. Names Age Designation/ Remuneration Qualification Total Date of Last Employment held
No. (Years) Nature of Gross Net Experi- Commence- and Designation

Duties Rs. Rs. ence ment of
(Years) Employment

1. VANDREVALA F A* 55 MANAGING 6,571,456 6,098,813 B.TECH (HONS), 34 01/11/01 THE TATA IRON & STEEL CO.
DIRECTOR PG DBM LTD. (DY. MANAGING

DIRECTOR - NEW & ALLIED
BUSINESSES)

2. KUKDE P K 62 EXECUTIVE 6,689,032 4,379,175 ME (ELEC) 36 23/01/03 MSEB
DIRECTOR UNIVERSITY OF (TECH. MEMBER T&D)
(OPERATIONS) ROORKEE

3. RAMAKRISHNAN S 57 EXECUTIVE 5,565,854 3,547,186 B.TECH (MECH), 34 01/10/04 TATA TELESERVICES LTD.
DIRECTOR PG DBA IIM - AHD. (MANAGING DIRECTOR)
(FINANCE)

4. CHARAN AMULYA 57 VICE PRESIDENT 4,184,367 2,632,021 B.E. (MECH), 35 15/10/01 INFORMATION TECHNOLOGY
(INTERNAL AUDIT PG DBA IIM - AHD. PARK LTD.
AND (FINANCE DIRECTOR)
RISK MGMT)

5. CHAUDHRY RAHUL 45 CHIEF EXECUTIVE 4,518,239 2,794,603 B.E. (ELN), M.TECH. 26 23/08/01 BT WIRELESS
OFFICER (SED) (MANAGEMENT (PROGRAMME DIRECTOR)

SYSTEM)

6. DESHPANDE S D 59 VICE PRESIDENT 3,186,833 2,017,356 B.E., MTECH. 36 14/05/99 NATIONAL THERMAL
(OPERATIONS) POWER CORP. LTD.

(ADDITIONAL GENERAL
MANAGER)

7. BHANDARI MAHESH 45 VICE PRESIDENT 3,941,172 2,499,933 B.COM., LL.B., 21 09/10/03 TATA CONSULTANCY
(REGULATION) ACA, MSM (USA), SERVICES (EXECUTIVE

CPA (USA) VICE PRESIDENT)

8. SARDANA A K 47 MANAGING 5,187,059 3,383,042 B.E. (ELEC) 25 12/07/02 BSES LIMITED
DIRECTOR (NDPL) UNIVERSITY OF (V.P. HEAD OF CORP.

DELHI, ICWAI, PGDM PLANNING & EPC
BUSINESS GROUP)

9. WADHWA SUNIL 46 EXECUTIVE 4,004,302 2,535,534 ACSI, ACAI 23 02/08/02 TATA CHEMICALS LIMITED
DIRECTOR (CHIEF FINANCE OFFICER)
(NDPL)

10. SEQUIERA R C 46 VICE PRESIDENT 3,325,984 1,997,329 B.Sc., PGD - PM&IR 22 10/06/04 HSBC
(HR) (SENIOR REWARDS

MANAGER)

11. SHROFF B J 54 COMPANY 2,515,606 1,598,087 B.COM., FCS, 35 05/10/98 THE BOMBAY BURMAH
SECRETARY & ASSOCIATE TRADING CORP. LTD.
SR. GM MEMBER OF THE (COMPANY SECRETARY)
(CORP. AFFAIRS) INSTITUTE OF INTERNAL

AUDITORS, FLORIDA,USA

* Employed for part of the year

Notes: (1) Gross remuneration comprises salary, allowances, monetary value of perquisites, commission to Directors and the Company’s contribution to Provident and
Superannuation Funds, but excludes provision for retiring gratuity for which separate figures are not available.

(2) Net remuneration is after tax and is exclusive of Company’s Contribution to Provident and Superannuation Funds and monetary value of non cash perquisites.

(3) The nature of employment in all cases is contractual.

(4) None of the employees mentioned above is a relative of any Director of the Company.

On behalf of the Board of Directors,

R. N. TATA

Chairman

Mumbai, 29th May, 2006.

Annexure II to the Directors’ Report
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1. INDUSTRY STRUCTURE AND DEVELOPMENTS

1.1. Power Sector in India

The Indian power sector is progressing on the policy

and regulation front, consequent to the enactment

of The Electricity Act, 2003. Various policy initiatives

which have taken place are the finalization of National

Electricity Policy, National Tariff Policy, Competitive

bidding guidelines, 100% Rural Electrification Policy,

establishment of National Appellate Tribunal  and

institutionalizing effective Central and State level

regulatory mechanisms and unbundling of different

State Electricity Boards. The regulatory mechanism in

the country is also in the process of maturing with the

formulation of new rules and regulations in place of

antiquated rules, by Central and different State

regulators, in line with the spirit of The Electricity

Act, 2003, by balancing interests of different

stakeholders.

1.1.1. Generation

While there is some progress on the policy front, the

overall gap between power supply and demand

continues in the country, with the peak demand shortage

at 12-13% and energy gap at 7-8% resulting in frequent

load shedding. Most major States like Maharashtra,

Gujarat, Madhya Pradesh, Uttar Pradesh, and Punjab

have been facing much higher power shortage in the

range of 20-25%. The Government of India (GoI) has

expressed concern about this power shortage situation

and has launched an ambitious program to augment

the country’s present generation capacity of about

1,24,000 MW by installing an additional 1,00,000 MW

of generation capacity by 2012.

To provide a much needed impetus to this capital

intensive capacity augmentation program, the GoI has

now proposed installation of Ultra Mega Power

Projects, each consisting of 4000 MW of capacity, at

select 5 to 7 locations. These projects would be offered

to interested parties for development on competitive

Management Discussion and Analysis

bidding basis, after completion of the necessary

infrastructure work like land acquisition, water supply,

rail and road networks, fuel linkages, power evacuation

as well as obtaining necessary statutory clearances.

This would offer opportunities for capacity addition

to the private sector. The power sector is also likely to

see an increasing level of competition from a

multitude of players, including global companies. This

is expected to change the market dynamics from a

protective environment to a competitive one, although

the pace of change remains uncertain.

1.1.2. Transmission

The GoI has also acknowledged the need for a robust

transmission network to overcome corridor constraints

and to ensure congestion-free flow of power across

the country. The Central Transmission Utility, namely

Power Grid Corporation of India Limited (PGCIL) has

been mandated to enhance the interstate capacity to

30,000 MW. PGCIL proposes to carry out this extensive

activity through the joint venture route with private

parties. It is also proposed that certain identified

transmission networks in the country could be

awarded to interested private sector parties directly.

The GoI has recently finalized guidelines for

encouraging private sector participation and

competitive bidding in this sector.

1.1.3. Distribution and State Electricity Boards

While many State Electricity Boards (SEBs) have been

unbundled and are now operating as separate

Generation, Transmission and Distribution entities,

the expected efficiencies in technical operations and

financial performance are not yet visible. The

Aggregated Technical and Commercial losses continue

to remain at high levels, with the national average

being 36% due to reasons such as lack of law and

order support to curb thefts and general inability of

SEBs to take tough measures. Creditworthiness of

most SEBs remain a concern for private investors. While
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privatization of the distribution sector in Delhi, has

achieved demonstrable improved quality and reliability

of supply as well as services to the end users, similar

efforts in privatization of distribution areas, which

could have improved matters in different States have

not yet been seen. Load shedding continues in many

areas due to lack of adequate generation capacity.

Consumers and industries are, therefore, compelled

to either face the inevitable load shedding or rely upon

sub-optimal solutions such as inverters, DG sets and

captive power plants to meet power shortages.

1.1.4. Rural Electrification

The GoI has launched the Rajiv Gandhi Grameen

Vidyutikaran Yojana – a National Rural Electrification

Programme, which proposes 100% village

electrification and access to electricity to all households

in India in the next 5 years. The GoI has committed

financial resources of about Rs.16000 crores,

distributed over 5 years, for this ambitious target.

1.2. Other Developments

Maharashtra has been facing unprecedented power

shortage of about 4000 MW. This has led to a planned

load shedding of up to 12 hours in rural areas and

4-6 hours in other urban areas. The situation is likely

to worsen in the coming years unless new capacity

addition is done.

We are now seeing the revival of the 2184 MW Ratnagiri

Gas and Power Pvt. Ltd. However, the key issue of sourcing

of Liquified Natural Gas (LNG) at affordable prices

remains to be resolved.

Consequent to the notification of guidelines for tariff

based bidding, some States have started using this

route for sourcing their future requirements. Concerns

are, however, expressed regarding the timing and

actual implementation in different States.

2. OPPORTUNITIES AND THREATS

Announcement of the Ultra Mega Power Projects by

the GoI has opened opportunities. The Nuclear Power

sector is also likely to be opened up for foreign and

private sector participation in the future.

While there are future opportunities for the private

sector and some of the players have announced

their plans, their fructification would largely depend

upon the GoI and the States addressing the basic

issues relating to risk profile of the sector due to

long project development time and capital intensive

nature of sector, slow pace of distribution reforms,

the coal sector’s inability to meet growing demand

of the power sector, inadequate evacuation capacity

of transmission corridors and credit worthiness of

SEBs etc.

The GoI has acknowledged some of these issues

and decided to privatise/allot, yet to be developed,

coal mines to power producers to meet their fuel

requirement. However, delays in opening up

the coal sector for the private sector and lack of

clarity in allotment of captive coal blocks to the

power sector continues to be a cause for concern.

Reforms in distribution and fuel sectors hold the key

to long-term sustenance of investments in the

power sector.

3. SEGMENT–WISE REVIEW OF THE COMPANY’S

BUSINESS

3.1. Profile

The Company is primarily engaged in the business of

generation, transmission and distribution of electricity

with operations in the states of Maharashtra,

Jharkhand and Karnataka. Through its Strategic

Electronics Division, the Company carries out design

and development of defence systems like Multi Rocket

Launcher Systems.

During the current year, the power business

contributed about 94% of the Company’s

revenues. The Mumbai Licence Area operations

contributed about 86% of the power business

revenues.
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3.2. Generation, Transmission and Distribution of

Electricity

3.2.1. Mumbai Licence Area

3.2.1.1. Sales :

The sales in Licence Area were higher at

11107 Million Units  (MUs) as against 10376 MUs

during the previous year. Sales from Licence Area

operations to consumers outside Licence Area stood

at 686 MUs as against 793 MUs during the previous

year. Sales to various consumers of the Company in

the current year compared to the previous year are

as under:

2005-06 2004-05

Customer (MUs) % (MUs) %

BEST 4156 38 3962 38

REL 3924 35 3352 32

Railways 765  7 782 8

Others 1576 14 1487 14

Sales in Licence Area 10421 94 9583 92

MSEB / MPEB/ TPTCL 686  6 793 8

Total 11107 100 10376 100

3.2.1.2. Thermal Generation

Trombay Thermal Power Station generated 9185 MUs

as against 9511MUs during the previous year. Thermal

generation was required to be backed down during

monsoon to accommodate the highest ever recorded

hydro generation due to unprecedented monsoon

this year.

Generation at Trombay is largely dependent on

domestic Low Sulphur Heavy Stock (LSHS) and

imported coal to meet the stringent environmental

requirements. Fluctuations in oil prices have a major

bearing on the Company’s tariff in its Licence Area.

Increase in international crude prices has resulted in a

sharp increase in the cost of LSHS. Gas availability also

remained low during the year. A break up of the fuel

mix is provided below:

(Figures in %) 2005-06 2004-05

Fuel mix (based on MUs)

Coal 32 35

Oil 37 38

Gas 13 14

Hydro 18 13

Total 100 100

Fuel mix

(based on Fuel Cost)

Coal 22 31

Oil 73 63

Gas 5 6

Hydro — —

Total 100 100

3.2.1.3. Hydro Generation

Hydro generating plants of the Company generated

2024 MUs during the year as compared to 1439 MUs

during the previous year. This is the highest ever

generation of hydros, the previous high being 1636

MUs in the year 1992.

3.2.1.4. Transmission and Distribution

The Company lays strong emphasis on continuous

improvement in the quality of power supply,

closely monitoring its reliability indices.

Commissioning of new sub-stations, enhancing

cable and transmission network have further helped

in improving reliability of power supply to customers.

The Company also launched a Customer Portal

on its web site whereby Licence Area residential

customers can view and pay their bills on-line and

also view their consumption pattern and payment

details.
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3.2.2. Captive Power Plants and Independent Power

Plants

Jojobera Power Plants generated 2375 MUs which is

the highest till date, an increase of 22% over the

previous year.

The generation at Belgaum Plant was lower at 135

MUs as against 244 MUs of last year due to lack of

demand on account of excellent monsoon in

Karnataka.

3.3 Strategic Electronics Division

Through the Defence Procurement Procedure 2005,

the Ministry of Defence (MoD) has introduced offset

requirements for imported defence equipments.

Strategic Electronics Division (SED) proposes to exploit

this offset window and is targeting export of design

and engineering services to Foreign Prime Defence

contractors.

SED now has the status of a prime contractor with the

MoD, having received the Pinaka Multi Barrel Rocket

Launcher contract in March, 2006. SED also concluded

negotiations for the supply of multiple Advanced Air

Defence Systems to be installed and commissioned in

a three year span. SED ended the year on a positive

note with order bookings in excess of Rs. 200 crores.

3.4 Power Systems Division

In view of significant operational synergies with Tata

Projects Limited (TPL), the Company decided to sell

Power Systems Division (excluding the Bangladesh

projects) to TPL at a consideration of Rs. 80.21 crores,

effective 1st January, 2006.

3.5 Disputes

There are certain ongoing disputes between

the Company and Reliance Energy Ltd. (REL) in

the Mumbai Licence Area: Sharing of standby charges

case and Interpretation of the Company’s licence

etc. All these matters are going through the

appropriate dispute resolution process through the

Regulatory Commission hearing and legal process as

required.

The Appellate Tribunal for Electricity has completed

the hearing of the Appeal filed by the Company

against the Maharashtra Electricity Regulatory

Commission’s (MERC) Standby Order dated 31st May,

2004. The Order is awaited. However, the Company,

as a matter of prudence, has accounted standby

charges for the year ended 31st March, 2005 and

31st March, 2006 on the basis determined by the

MERC Order.

MERC passed an Order on 3rd July, 2003 holding

that the Company has a right to supply electricity to

all types of consumers in bulk as well as in retail but

retrained the Company from distributing power to

consumers below 1000 KVA and offering new

connections till such time a level playing field was

established.

Both REL and the Company appealed against the

MERC’s Order before the Appellate Tribunal for

Electricity.  The Appellate Tribunal vide its Order dated

22nd May, 2006 has set aside the findings of MERC

and has held that the Company has not been granted

licence to undertake retail distribution of electricity in

the area within which REL has been distributing power

in retail to customers directly.  The Appellate Tribunal

has also held that  till 1997, the Company was never

engaged in distribution of power in retail and the

conflict has arisen between the parties only after REL

set up its own generating plant or soon thereafter.

The Company is of the view, supported by independent

legal opinion, that the Tribunal’s Order can be

successfully challenged. The Company is in the process

of filing an appeal.

4. COMPANY’S GROWTH PLANS IN THE POWER

SECTOR

The Company has a long-term strategic growth plan,

in order to enable it to capitalise on the opportunities
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being presented and mitigate the inherent risks. The

Company is currently pursuing the development of

several projects to achieve growth. These are:

• 250 MW Thermal Power Plant at Trombay based

on imported coal and utilising the existing

infrastructure at Trombay. This plant will help in

addressing the power shortage scenario in

Mumbai. The project is scheduled to be

commissioned in FY 09. The Company is also

examining the feasibility of installing further

additional capacity at Trombay.

• The Company is in the process of setting up

100 MW Diesel Generating sets, which have a

short commissioning period of 10-12 months,

acting as an interim measure in meeting the deficit

in the Mumbai Licence Area. The project is subject

to receiving necessary regulatory and environment

approvals.

• The Company is setting up a 120 MW captive

plant for Tata Steel Limited (Tata Steel) in

Jamshedpur, utilizing the waste gases from the

steel making process. The estimated project cost

is Rs. 490 crores.

• The Company is in discussions with Tata Steel

to set up Captive Power Plants to cater to the needs

of their expansion projects at Chhatisgarh

(744 MW), Orissa (1000 MW) and Jharkhand

(1000 MW). As and when Tata Steel firms up its

plans, the Company will enter into Power Purchase

Agreements with Tata Steel for the sale of power

from these units.

• The Company proposes to bid for Ultra Mega

Power Projects that meet its strategic interest. These

will be awarded on a tariff based bidding process.

The GoI has envisaged an aggressive timeline for

selection and implementation of these projects.

In the Company’s view, the probability of these

timelines being met would depend on how soon

certain intricate issues such as fuel, payment

security mechanism, power evacuation, etc. are

resolved so as to meet the concerns of investors.

• The Company is developing the 1000 MW

Maithon Right Bank Project through a joint

venture with Damodar Valley Corporation (DVC).

The Company has signed the Shareholders’

Agreement with DVC and holds 74% equity stake

in Maithon Power Limited and the balance 26% is

held by DVC. The project has been targeted for

commissioning in FY 2010. The project has tied

up 50% of coal requirement so far and the balance

is being tied up.

• The Company is exploring the possibility of setting

up a generation facility to service the load of North

Delhi Power Limited (NDPL), the Company’s

distribution subsidiary in Delhi. While bulk of the

power from the project would be sold to

consumers in Delhi, part of it could be sold to

consumers in neighbouring States such as Punjab,

Haryana and Rajasthan. The project

implementation is subject to tying up various

inputs such as coal, water, land, power evacuation

and tariff being competitive. A project site near

Delhi is under active consideration for setting up

this plant.

• An imported coal based 1000 MW Mega Power

Plant on the west coast of India to primarily serve

consumers in Maharashtra (including Mumbai) is

under consideration. The Government of

Maharashtra has been approached for land

acquisition. This project is in the early stages of

development.

• Recognizing the need to have its own primary fuel,

the Company has applied for allocation of 12

captive coal blocks in the coal rich states of

Jharkhand, Orissa and Andhra Pradesh. Upon

allotment, the Company plans to establish mega

pit head based power plants, generating cheap

electricity for transmission to the State markets of
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its choice. The allocation of captive coal blocks

and the timeframe cannot be ascertained with

surety as clarity on the process to be followed for

such allocations is awaited.

• The Company is also considering generation

projects in other countries like Bangladesh and

South Africa. These are under various stages of

evaluation, bidding or development. These

projects will be implemented subject to each of

them being financially and technically viable.

• The Company is also pursuing an opportunity to

bid for transmission lines to be owned and

operated on a long-term basis in the Western

Region of India.

Besides the above, the Company is tracking

developments in the distribution sector to take

advantage of future opportunities.

5. OUTLOOK

The Company believes that the Indian power sector

with its growing demand-supply gap is under crisis

and in need of transformation. It would need to grow

at a much faster pace to support the GDP growth

targets set by the GoI. This presents enormous

growth and investment opportunities. However, the

key to successful implementation of these projects

lies in materialization of necessary reforms in

distribution, availability of fuel linkages and reducing

off take risk. While several States have declared

distribution reforms, the actual implementation

remains a cause for concern. The Company believes

that in the  short-term, select generation projects

supplying to some of the better run distrubtion

companies would take off based on the risk appetite

of the investors. However, in the long-term, the flow

of investments would certainly depend on the pace

of reforms. The Company believes that the growing

demand and aspirations of consumers would compel

the States to launch reforms expeditiously.

6. RISK AND CONCERNS

The Risk Management process has enabled

identification of the following major risks the

Company may face and steps undertaken to mitigate

these risks.

6.1. Fuel

One common threat power utilities face is the risk of

increasing and volatile international fuel prices. To

mitigate this risk, the Company has secured 88% of

its coal requirements by way of long-term contracts

for a period of 5 years (up to FY 09) and can be

extended by another 5 years at the Company’s option.

The prices are negotiated annually. This has helped

in securing supply, getting lower prices compared to

spot market prices and avoiding market fluctuations.

About 40% of the thermal generation is from LSHS

which is sourced indigenously from IOCL, BPCL and

HPCL. Due to the reduction by ONGC, in allocation of

Bombay High Crude to these three local refineries,

availability of LSHS for the Company may not be

adequate, in future. The Company has taken initiatives

to reduce the dependence on oil by ensuring that

capacity augmentation at Trombay would be coal

based.

Availability of gas from Bombay High fields is

depleting every year. Additional gas in Mumbai region

will only be available with the commissioning of the

Dahej – Uran pipe line which is expected to be

functional by February, 2007. Talks are in progress

with ONGC/GAIL to augment gas supplies.

6.2. Environmental controls and emission norms

The Maharashtra Pollution Control Board has

imposed stringent pollution norms on effluents as

well as fuel inputs necessitating usage of low ash,

low sulphur coal. Such low ash eco-friendly coal is

available from mines in Indonesia, with whom the

Company has entered into long-term contracts.
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6.3. Deregulation

There is a risk of the off-take from the Company being

lower with deregulation since the distribution

licensees can now source power from any source. To

mitigate this risk, the Company has plans to reduce

the cost of power generation, secure consumers by

signing Power Purchase Agreements and identify new

consumers outside Mumbai.

6.4. Tariff

MERC approves the tariff for the Company’s Licence

Area. MERC formulates various regulations and the

Company participates in committees set up by MERC.

During the year, MERC has notified the regulations

relating to the Terms and Conditions of Tariff, which

interalia necessitate, integrated utilities like the

Company to disaggregate their assets and costs into

the areas of Generation, Transmission and Distribution

to enable transparency, accountability and focus on

efficiency improvements.

The new Tariff regulations, amongst other things, have

made the following significant changes to the existing

regulations:

• The Tariff shall be determined under a multi year

tariff framework (effective FY 08)

• The Return on Equity Capital (hitherto Reasonable

Return on Capital Base) in respect of generation

reduced to 14% p.a. from 16% p.a.

• The mechanism for the pass through / sharing of

the gains or losses is defined and will depend on

whether the factors affecting them were

controllable or not.

• Normative return in respect of interest on working

capital, normative debt and interest thereon,

generation O&M expenses and fuel efficiency

norms have been defined.

• Incentive entitlements based on thermal

generation / hydro stations’ availability exceeding

certain norms have been introduced for better

performance.

• The new depreciation rates given in the regulations

are in line with the Central Electricity Regulatory

Commission recommendations and are significantly

lower than the rates prescribed in the old regulations.

However, MERC has clarified the applicability of the

norms enunciated in the Tariff Order of FY 05 as

the basis for approval of Tariff for FY 06 and the new

Tariff Regulations from FY 07 onwards. Accordingly,

the Company has computed for FY 05 and FY 06, the

excess of Clear Profit over Reasonable Return based

on the provisions of the erstwhile Electricity (Supply)

Act, 1948 and has submitted the Annual Revenue

Requirement for FY 07 to MERC under the new

regulations.

6.5. Competition

To deal with the increasing competition in the power

sector, the Company continued to take up new

initiatives under a sustainable cost reduction program.

Further, subsequent to Trombay unit 4 overhaul, the

unit capability was restored from 120 MW to 145

MW. Also, the generating assets were fully utilised at

Trombay and Hydro stations to optimise purchase of

power during peak periods.

7. INTERNAL CONTROLS AND SYSTEMS

The Internal Audit function was outsourced to a firm

of Chartered Accountants for the year under review.

Audit of the various departments was carried out on

the basis of the Annual Audit Plan which covers key

areas of operations and also, areas where the

operational risks are perceived to be higher. The

Internal Audit process involves identification of the

risks perceived for a particular function and a review

and evaluation of the effectiveness of the existing

controls for ensuring adherence to policies and

systems and recommendations for improvement.

The existence and effectiveness of the controls are
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evaluated through the Control Effectiveness Index

given by the Internal Auditors.

The significant issues and recommendations are then

reported to the Audit Committee which reviews the

Internal Audit Reports and the status of

implementation of actions recommended.

8. FINANCIAL PERFORMANCE OF THE COMPANY

In the current year, the total income of Rs. 4888.40

crores was higher by 13% as compared to Rs. 4317.57

crores in the previous year. The increase in revenue

from power supply is primarily due to higher volume

sold coupled with higher recoverable fuel and power

purchase costs recognised as revenue in Licence Area

and commissioning of Jojobera Unit 4. The other

income of Rs. 325.61 crores (previous year Rs. 387.13

crores) includes an extra-ordinary income of Rs. 131.97

crores relating to gain on sale of Tata Power

Broadband Company Ltd. and Rs. 22.43 crores on

sale of Power Systems Division. The Profit after Tax

increased by 11% to Rs. 610.54 crores as against

Rs. 551.36 crores in the previous year.

Break-up of Total Income

Rs. crores

2005-06 2004-05

Power business 4328.51 3674.22

(a) Revenue from Power
Supply 4293.27 3655.39

(b) Income from other
Operations 35.24 18.83

Other business 234.28 256.22

(a) Power Systems Division 195.91 184.53

(b) Strategic Electronics
Division 38.18 62.05

(c) Broadband — 7.71

(d) Power Plant
Refurbishment Group
& Task Force 0.19 1.93

Other income 325.61 387.13

Total income 4888.40 4317.57

The cost of power purchased was Rs. 583.20 crores

compared to Rs. 415.70 crores during the previous

year. The fuel cost increased from Rs. 1863.98 crores

in the previous year to Rs. 2396.51 crores in the current

year mainly due to higher oil prices.

The Generation, Distribution, Administration and

Other expenses of the Company have increased to

Rs. 721.15 crores in the current year from

Rs. 652.08 crores in the previous year.

Depreciation was lower at Rs. 278.34 crores as against

Rs. 359.62 crores in the previous year. The drop is on

account of additional debits in previous year relating

to depreciation on insurance spares capitalised in the

previous year and on amount written off in respect of

net increase in foreign currency liabilities for purchase

of fixed assets.

The drop in Interest and Finance charges from

Rs.191.44 crores in the previous year to Rs. 165.28

crores is mainly on account of capitalisation of interest

on funds allocated to project and repayment of loans.

Consequent to MERC’s clarification, the Company has

adjusted/appropriated the excess of Clear Profit over

Reasonable Return for FY 06 and FY 05.

Tax is lower primarily on account of increase in Section

80IA deduction (Jojobera Unit 3) and lower tax rates,

partly offset by reduction in tax free income. Tax savings

of Rs. 34.39 crores regarding capital gains by virtue of

investment/ proposed investment in specified assets

as per Section 54EC of the Income-tax Act, 1961.

Resource Allocation

(a) Fixed Assets

The gross fixed assets as on 31st March, 2006

were at Rs.5924.74 crores as compared to

Rs. 5465.84 crores in the previous year. The

increase is mainly on account of capitalisation of

Unit 4 at Jojobera.

(b) Working Capital

The net current assets as on 31st March. 2006 were

Rs. 1652.03 crores compared to Rs.1236.05 crores

in the previous year. The increase is mainly on account
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of higher debtors arising due to Fuel Adjustment

Charges recoverable from the consumers.

(c) Credit Rating

The Company continues to be highly rated by CRISIL

and ICRA. CRISIL reaffirmed the highest credit

rating of AAA for the Company’s debenture

program. ICRA has also upgraded its rating to LAAA

from LAA+. The Company’s international credit

rating from Standard & Poor’s and Moody’s remains

limited to the sovereign rating.

9. HUMAN RESOURCE MANAGEMENT

During the year, employee relations were cordial. The

Company has entered into a discussion with the Tata

Hydro Company’s Employees’ Union to sign a new long-

term wage settlement. Discussions are under way and it

is hoped to be settled shortly. Long-term settlement

(Oct ’05 to Dec ’08) has been signed with The Tata Electric

Employees’ Union, Jojobera and TEDS Employees’

Association, SED Bangalore (Jan ‘03 to Dec ‘06).

Staff strength as of 31st March, 2006 was 2870 as

compared to 2996 in the previous year. A detailed

manpower break-up is provided below:

Manpower Strength as of 31st March, 2006

Business Area Officer Other Total
Staff

Licence Area 842 1625 2467

Strategic Electronics

Division 128 58 186

Jojobera 99 59 158

Belgaum 22 12 34

Power Systems Division 25 — 25

Total 1116 1754 2870

10. ENTERPRISE RESOURCE PLANNING AND

INFORMATION TECHNOLOGY

SAP is being used for transacting and monitoring the

primary operational processes of the Company. A

major upgrade of SAP is underway in areas such as

customer support and information management. New

high-capacity SAP servers have been installed to allow

for increased usage consistent with the Company’s

expansion plans. A customer support portal has been

introduced, accessible via the Company’s web-site,

providing our customers with the facility for on-line

viewing of their account information as well as

electronic bill payments. Also, an automated customer

query/complaint handling system has been introduced,

which will reduce complaint closure times and improve

customer satisfaction. For support to our other stake-

holders, the investor relations portal on the Company’s

web-site has been significantly upgraded.

11. TECHNOLOGY

The Company has continued its efforts of introducing

new technologies in the areas of Generation,

Transmission and Distribution of power, to enable it

to retain its technology leadership position and also

to get competitive advantage in the power business.

(a) Centralized control of Receiving Stations /

Automation

Centralized operation of 17 Receiving stations was

established by setting up a Central Control Room

(CCR) at Dharavi. This was achieved by extending

existing Supervisory Control And Data Acquisition

Systems. Further, three more stations have been

integrated with CCR. This will help in monitoring

and improving management of high voltage

network, optimize manpower and improve

maintenance.

(b) Distribution Automation

The Company has implemented pilot Distribution

Automation System for consumer sub-stations in

the  Bandra-Kurla Complex area for improving the

services to its consumers. This is now being

extended to cover all the sub-stations in Central

Mumbai and North Mumbai area. State-of-the-
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art communication network using CDMA

technology is being used for the first time in the

country for this purpose. This will help in quicker

fault location and restoration of supply.

(c) Power Quality Monitors and equipment

diagnostic techniques

Portable power quality monitors are being used

by the Company to carry out spot analysis of power

quality at the consumer end. It has also introduced

Sweep Frequency Response Analysis for condition

monitoring of power transformers and leakage

current analysis for predicting the condition of

the lightening arrestors. This would facilitate

supply of quality power to its consumers.

(d) Broadband on Power Lines

In continuation of the efforts to use the electrical

network of the Company for broadband services,

a pilot project has been completed. Further, a model

for commercial application is being developed.

(e) Online Power Interchange Data

Connectivity has been established between

Availability Based Tariff meters installed at the tie

points and Load Despatch Centre. The software

helps to accurately monitor sale and purchase and

avoid Unscheduled Interchange charges.

(f) Bio-remediation facility for treatment of fuel

oil containing waste

The technology uses concentrated culture of

bacteria present in soil to treat the fuel oil

contamination/wastes. These bacteria are harmless

to humans and animals but consume the fuel oil

as their food. The resultant product is totally free

of hazardous fuel oil residue and can be used as

soil. Trombay Thermal Power Station adopted this

technology for treatment of the oily wastes, by

creating an in-house treatment facility using the

culture provided by Tata Energy Research Institute.

(g) Cleaner Environment

Dry Fog system has been installed in the Secondary

Crusher House Area of Conveyor No. 5 in the

Coal Handling Plant at Trombay. This has reduced

dust emission. The system will be installed in four

more areas.

12. SUBSIDIARIES

12.1. Af-Taab Investment Company Limited

The Company holds Rs. 13.39 crores as equity in

Af-Taab Investment Company Limited (Af-Taab), its

wholly owned subsidiary.

The income for the year is Rs. 20.36 crores as against

Rs. 47.17 crores in the previous year. Profit before tax

amounted to Rs. 1.95 crores as against Rs. 33.99 crores

of the previous year. Profit after tax amounted to

Rs. 0.49 crores as against Rs. 30.64 crores in the

previous year. The previous year profit was higher

mainly on account of transfer of shares of Tata Sons

Limited to the parent company.

12.2. Chemical Terminal Trombay Limited

The Company has a 72% equity stake in Chemical

Terminal Trombay Limited (CTTL), with the other 28%

being held by Af-Taab. The equity investment of the

Company in CTTL is Rs.1.52 crores.

The income for the year stood at Rs.13.26 crores as

against Rs. 11.05 crores in the previous year. Profit

before tax amounted to Rs. 4.13 crores as against

Rs. 4.02 crores of the previous year. Profit after tax

amounted to Rs. 3.27 crores as against Rs. 4.48 crores

in the previous year. The decrease in profit after tax is

mainly on account of higher depreciation and deferred

tax adjustment.

The Indian chemical industry and in particular,

the petrochemical sector is in the growth

phase. However, the high crude prices as also the

volatility in petrochemical prices remain a cause

for concern.
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12.3. Powerlinks Transmission Limited

The Tala Transmission Project being implemented by

the Powerlinks Transmission Limited (a joint venture

between the Company and Power Grid Corporation

of India Ltd. with equity participation of 51% and

49% respectively) is nearing completion. The

Bareilly-Mandola portion of the project has been

completed three months ahead of the scheduled

completion date of June, 2006.

The Tala Transmission Project involves the construction

of the 1200 kms of 400 KV transmission lines from

Siliguri in West Bengal to Delhi region and was

conceptualized to evacuate 1020 MW of power from

Bhutan and transmit it to the power deficit states in

North India, while also facilitating the transmission of

surplus power from the North-Eastern region.

The revised cost estimate of Rs. 1612 crores has been

approved by Ministry of Power, GoI. The project is

expected to be completed within the approved cost.

The project is funded on a debt: equity ratio of 70:30.

Debt is arranged from foreign and domestic financial

institutions and bankers viz IFC, ADB, SBI and IDFC.

12.4. Tata Power Broadband Company Limited

During the year, the Company completed the sale of

Tata Power Broadband Company Limited to Videsh

Sanchar Nigam Limited for a consideration of

Rs. 201.97 crores. This resulted in a profit of

Rs. 131.97 crores.

12.5. Tata Power Trading Company Limited

Tata Power Trading Company Limited (TPTCL) is a

wholly-owned subsidiary with an equity capital of

Rs. 2 crores and is in the business of power trading.

During the current year, which was its first year of full

operation, it traded 675 MUs, earning a revenue of

Rs. 207.76 crores and profit after tax of Rs. 3.18 crores,

as against profit after tax of Rs. 8.28 lakhs in the

previous year.

TPTCL is now a well recognized power trading company

in the country among the eighteen licenced power

trading companies. During the year MPSEB, Rajasthan

Discoms and Delhi Transco continued as its customers

and new customers like Chhattisgarh State Electricity

Board, West Bengal State Electricity Board, and

Calcutta Electricity Supply Company Ltd. were added

to its fold. TPTCL continued to source power from

Mizoram, Andhra Pradesh Transco and the Company.

In FY 05, TPTCL was issued a Category ”A” trading

licence which restricted TPTCL to trade power up to

100 MUs per annum. During the current year, the

same was upgraded to Category ‘F’ which entitles

TPTCL to trade power without any quantity restrictions.

TPTCL expects to post higher revenues in FY 07. TPTCL

has bagged close to 1000 MW power supply from

MPSEB, WBSEB and some other SEBs through the

competitive bidding route for the period commencing

May, 06. TPTCL is in the process of tying up with

customers for purchase of this power. TPTCL has also

entered into long-term power trading arrangements

with Tata Steel and other Captive Power Plants/

Independent Power Producers.

The profit margins for FY07 may come under pressure

on account of a recent regulation issued by CERC

which restricts the trading margin for all the power

traders at 4 paise per unit.

12.6. Maithon Power Limited

The Company holds 74% equity stake in Maithon

Power Limited and the balance 26% is held by DVC.

The Maithon Project is a 1000 MW green field coal

based generation project located in the State of

Jharkhand.

About 55% of the land has been acquired, while the

rest of the land is in the process of being acquired.

The project has received all requisite clearances. Coal

linkage is available for around 50% of the total

requirement while the balance is being identified by
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Coal India. The power consumers will be DVC and

northern states such as Delhi, Rajasthan and Haryana.

The project is targeted for commissioning in FY 2010.

12.7. NELCO Limited

Effective 31st December, 2005, NELCO Limited (NELCO)

became a subsidiary of the Company. The Company

together with its wholly owned subsidiary Af-Taab,

holds 50.04% in the equity capital of NELCO. NELCO

operates in two business segments, namely

Automation and Control and Network Systems.

The Automation and Control segment comprises of

Strategic Electronics Division, Supervisory Control and

Data Acquisition Systems, Drives systems and Traction

Electronics.

The Network Systems segment provides management

of network connectivity services over Very Small

Aperture Terminals (VSAT) using satellite technology

for large and medium corporates, broking houses,

and small and medium enterprises. It also serves as a

turnkey supplier and system integrator for specific

VSAT projects of Government and PSU undertakings.

The Income for the year ended 30th September 2005

stood at Rs. 139.93 crores as against Rs. 167.30 crores

for the period ended 30th September 2004

(18 months).  Income for six months ended 31st March,

2006 is Rs. 43.32 crores.

Profit After Tax for the year ended 30th September

2005 (12 Months) stood at Rs. 0.26 crores as against

loss of Rs. 18.56 crores for the year ended

30th September 2004 (18 months).  Loss for six months

ended 31st March, 2006 is Rs. 7.28 crores.

12.8. Tatanet Services Limited

Tatanet Services Limited (TNSL) is a subsidiary of NELCO,

with NELCO holding 83% in its share capital and,

therefore, a subsidiary of the Company.

TNSL is yet to begin its commercial operations and

has posted a loss of Rs. 0.44 lakhs for the current year.

TNSL has entered into a “Scheme of Arrangement”

for taking over the Commercial VSAT business of Tata

Services Limited with effect from 1st April, 2005. The

scheme has been duly approved by The Hon’ble High

Court of Bombay vide its Order dated 3rd March 2006

subject to transfer of the VSAT Commercial Service

licence in the name of TNSL by the Department of

Telecommunication (DoT). TNSL is awaiting approval

from the DoT.

12.9. Alaknanda Hydro Power Company Limited

The Company sold its shareholding in Alaknanda

Hydro Power Company Limited having considered it

not in alignment with its current strategy and to focus

on other major projects.

13. CAUTIONARY STATEMENT

Statements in the Management Discussion and

Analysis, describing the Company’s objectives,

projections and estimates, are forward-looking

statements and progressive, within the meaning of

applicable security laws and regulations. Actual results

may vary from those expressed or implied, depending

upon economic conditions, Government Policies and

other incidental / related factors.


