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NOTICE

Notice is hereby given that the 7" Annual General Meeting of the Company will
be held on Thursday the 15" September, 2016 at 12.30 p.m. at the Registered
Office of the Company i.e. B-9, Qutab Institutional Area, Katwaria Sarai, New Delhi-
110 016 to transact the following business :

Ordinary Business:

1. To receive, consider and adopt the audited Balance Sheet as at 31% March, 2016
and the Statement of Profit and Loss for the financial year ended on 315t March,
2016 together with Reports of the Board of Directors and Auditors thereon.

2. To take note of the payment of interim dividend for the Financial Year 2015-16.

3. To appoint a Director in place of Shri I.S, Jha (DIN: 00015615 ) who retires by
way of rotation and being eligible, offers himself for re -appointment.

4. To fix the remuneration of M/s J.C. Bhalla & Co. and M/s S.K Patodia &
Associates, Joint Statutory Auditors appointed by Comptroller and Auditor
General of India for F.Y. 2016-17.

Special Business:

5. To appoint Shri Jagdishbhai Ishwarbhai Patel (DIN: 02291361) , as Independent
Director of the Company and in this regard to consider and if thought fit, to pass
with or without modification, the following resolution as an Ordinary Resolution:




“‘Resolved that pursuant to the provisions of Section149,152 and other applicable
provisions, if any, of the Companies Act, 2013 and the Rules made thereunder,
Shri Jagdishbhai Ishwarbhai Patel (DIN: 02291361) who was nominated by the
Board of Directors of POWERGRID as a Director on the Board of POSOCO
pursuant to the requirements of Clause 40(a)(v) of the Articles of Association of
POSOCO and appointed as an Additional Director (category Independent) of the
Company w.e.f. 08.02.2016 in terms of Article 40(b) of the Articles of Association
of the Company and who holds office up to the date of this Annual General
Meeting in terms of Section 161 of the Companies Act, 2013 and in respect of
whom the Company has received a notice under Section 160 of the Companies
Act, 2013 proposing the candidature of Shri Jagdishbhai Ishwarbhai Patel for the
office of the Director, be and is hereby appointed as an Independent Director of
the Company with effect from 08.02.2016 and not be liable to retire by rotation,
for a term, which is co-terminus with his being an Independent Director on the
Board of POWERGRID and which in any case shall not exceed five years from
the date of appointment.”

To appoint Shri Ravi Prakash Singh (DIN: 05240974), as Director of the
Company and in this regard to consider and if thought fit, to pass with or without
modification, the following resolution as an Ordinary Resolution:

“‘Resolved that pursuant to the provisions of Section149,152 and other applicable
provisions, if any, of the Companies Act, 2013 and the Rules made thereunder,
Shri Ravi Prakash Singh (DIN: 05240974) who was nominated by POWERGRID
as a Director on the Board of POSOCO and appointed as an Additional Director
of the Company w.e.f. 29.02.2016 and who holds office up to the date of this
Annual General Meeting in terms of Section 161 of the Companies Act, 2013 and
in respect of whom the Company has received a notice under Section 160 of the
Companies Act, 2013 proposing the candidature of Shri Ravi Prakash Singh for
the office of the Director, be and is hereby appointed as a Director of the
Company, liable to retire by rotation.”

For and By order of the Board
Power System Operation Corporation Limited

(Priti Chaturvedi)
Company Secretary

Regd. Office:

Power System Operation Corporation Limited

(CIN: U40101DL2009G0OI188682)

18! Floor, B-9, Qutab Institutional Area, Katwaria Sarai,
New Delhi-110 016.

Dated: 01.09.2016
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NOTES:

10.

A Member entitled to attend and vote at the Meeting is entitled to appoint a Proxy
to attend and vote instead of himself / herself and a Proxy need not be a Member
of the Company.

A person can act as a proxy on behalf of members not exceeding fifty and
holding in the aggregate not more than ten percent of the total share capital of
the Company carrying voting rights. A member holding more than ten percent of
the total share capital of the Company carrying voting rights may appoint a single
person as proxy and such person shall not act as a proxy for any other person or
shareholder. Proxies, in order to be effective must be lodged with the Company
not less than 48 hours before the commencement of the Annual General
Meeting, i.e. latest by 11.00 a.m. on Wednesday, 14th September, 2016. A Blank
Proxy Form is enclosed.

Shareholders seeking any information with regard to accounts are requested to
write to the company.

Brief Resume of the Directors seeking appointment or re — appointment is
Annexed hereto and forms part of the Notice.

The relevant Explanatory Statement pursuant to Section 102 of the Companies
Act, 2013, in respect of Special Business, as set out above is annexed hereto.

Electronic copy of the Annual Report for the F.Y. 2015-16 is being sent to the
members whose e-mail ids are registered with the Company.

The Board of Directors in its Meeting held on 30.03.2016 had declared Interim
dividend @ 15.5% on the paid —up equity share capital of the Company which
was paid on 04.04.2016 .

Pursuant to Section 139(5) of the Companies Act, 2013, the Auditors of the
Government Company are to be appointed or re- appointed by the Comptroller
and Auditor General of India (C&AG) and in pursuance of Section 142 of the
Companies Act, 2013, their remuneration has to be fixed by the Company in the
Annual General Meeting or in such manner as the Company in general meeting
may determine. M/s J.C. Bhalla & Co. and M/s S.K Patodia & Associates have
been appointed by C&AG as Joint Statutory Auditors for the F.Y. 2016-17. The
Members may authorize the Board to fix remuneration of Statutory Auditors as
may be deemed fit by the Board for the F.Y. 2016-17.

None of the Directors of the Company are in any way related with each other.
All documents referred to in the accompanying Notice are open for inspection at

the Registered Office of the Company on all working days (barring Saturday and
Sunday) between 11.00 a.m and 1.00 p.m. prior to the Annual General Meeting.

The Notice of the AGM is also placed on the website of the Company, i.e.
WWW.POS0CO.in.
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Annexure to the Notice

EXPLANATORY STATEMENT

(pursuant to Section 102 of the Companies Act, 2013)
ITEM NO. 5

Shri Jagdishbhai Ishwarbhai Patel (DIN: 02291361) had been appointed as an Additional
Director (category Independent) of the Company w.e.f. 08.02.2016 in view of the nomination
made by the Board of Directors of POWERGRID (the Holding Company) in pursuance of the
requirements of Article 40(a)(v) of the Articles of Association of POSOCO.

According to the provisions of Section 161 of the Companies Act, 2013, Shri Jagdishbhai
Ishwarbhai Patel shall hold office upto the date of the Annual General Meeting. As required by
Section 161 of the Companies Act, 2013, notice has been received from a member signifying
his intention to propose the appointment of Shri Jagdishbhai Ishwarbhai Patel as Director at the
forthcoming AGM w.e.f. 08.02.2016. Hence necessary resolution is placed before the Meeting
for Members’ approval. In the opinion of the Central Government in the Ministry of Power, Shri
Patel fulfills the conditions specified in the Companies Act for appointment of a person as an
independent director and that he is independent of the management.

Shri Jagdishbhai Ishwarbhai Patel is deemed to be interested in the proposed resolution to the
extent of his appointment as a Director. No other Director or Key Managerial Personnel or their
relatives is in any way concerned or interested, financially or otherwise in the proposed
Resolutio. Directors recommend the resolution as set out at in Item No.5 in the Notice for
Members’ approval.

Brief Resume Shri Jagdishbhai Ishwarbhai Patel, inter—alia, giving nature of expertise in specific
functional area is Annexed.

ITEM NO. 6

Shri Ravi Prakash Singh (DIN: 05240974) had been appointed as an Additional Director of the
Company w.e.f. 29.02.2016.

According to the provisions of Section 161 of the Companies Act, 2013, Shri Ravi Prakash
Singh shall hold office upto the date of the Annual General Meeting. As required by Section 161
of the Companies Act, 2013, notice has been received from a member signifying his intention to
propose the appointment of Ravi Prakash Singh as a Director at the forthcoming AGM. Hence
necessary resolution is placed before the Meeting for Members’ approval.

Shri Ravi Prakash Singh is deemed to be interested in the proposed resolution to the extent of
his appointment as a Director. No other Director or Key Managerial Personnel or their relatives
is in any way concerned or interested, financially or otherwise in the Resolution. Directors
recommend the resolution as set out at in Item No.6 proposed in the Notice for Members’
approval.

Brief Resume Shri Ravi Prakash Singh, inter—alia, giving nature of expertise in specific
functional area is Annexed.

v



Power System Operation Corporation Limited
(A wholly owned subsidiary of POWERGRID)
CIN: U40105DL2009GOI188682

Registered Office : 1° Floor, B-9, Qutab Institutional Area, Katwaria Sarai,
New Delhi — 110 016

Phone No (011) 26536832, 26524522,26532062

FAX: (011) 26524525, 26536901
Website : www.posoco.in, Email ID: posococc@posoco.in

Form of Proxy

[Pursuant to section 105(6) of the Companies Act, 2013 and rule 19(3) of the
Companies (Management and Administration) Rules, 2014]

Name of the member (s):

Registered address:

E-mail Id:

Folio No/ Client Id:

DP ID:
I/We, being the member (s) of ............. shares of the above named company, hereby
appoint
1. | Name:
Address Signature:
E-mail Id
Or failing him
2. | Name:
Address Signature:
E-mail Id




Or failing him

3 Name:

Address Signature:

E-mail Id

as my/our proxy to attend and vote (on a poll) for me/us and on my/our behalf at the 7"
Annual general meeting/ Extraordinary general meeting of the company, to be held on
the ...... day of....... at.......... a.m. / p.m. at B-9, Qutab Institutional Area, Katwaria
Sarai, New Delhi — 110 016 and at any adjournment thereof in respect of such
resolutions as are indicated below:

Sl. No. | Resolution | For | Against
Ordinary Business
1. To receive, consider and adopt the audited financial

statements for the year ended 31% March, 2016 together
with Report of the Board of Directors and Auditors thereon.

2. To take note of the payment of Dividend for the Financial
Year 2015-16.

3. To appoint a Director in place of Shri I.S, Jha (DIN:
00015615) who retires by rotation and being eligible, offers
himself for re -appointment.

Special Business

4. To fix the remuneration of M/s J.C. Bhalla & Co. and M/s
S.K Patodia & Associates, Joint Statutory Auditors for F.Y.
2016-17
5. To appoint Shri Jagdishbhai Ishwarbhai Patel (DIN:
02291361) as Independent Director.
6. To appoint Shri Ravi Prakash Singh (DIN: 05240974) as
Director liable to retire by way of rotation
Signed this...... day of......... 2016
Affix
Revenue
Stamp of
T 1/-

Signature of shareholder

Signature of Proxy holder(s)

Note: 1. This form of proxy in order to be effective should be duly completed and
deposited at the Registered Office of the Company, not less than 48 hours before the
commencement of the Meeting.
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Brief Resume of the Directors seeking re — election and also of Directors appointed since

last Annual General Meeting:

|. Director seeking re — election at the 7" AGM:

Name Shri Indu Shekhar Jha
DIN 00015615

Date of Birth | 30.06.1959 /57 years
and Age

Date of | 01/9/2011

Appointment

Qualification

B.Sc (Engg.) in Electrical

Expertise in
specific
Functional
Area

Shri I.S, Jha is the non — executive Chairman of our Company.

Prior to his present assignment, he has successfully served as Director (Projects)
in POWERGRID since Sept'09 wherein he has been responsible for planning,
engineering, project management, monitoring and implementation of all
transmission and distribution projects. An Electrical Engineer from NIT,
Jamshedpur, he is a well-known Electrical Power System Professional having
more than 35 years of rich and varied work experience to his credit. He began his
professional career in 1981 as an Executive Trainee in NTPC. He has been
associated with POWERGRID since its inception in 1991 and has been part of
departments such as Engineering, Distribution Management System (DMS), and
Corporate Monitoring Group. He has worked as Executive Director of North
Eastern Region, Engineering and Corporate Monitoring Group in POWERGRID.
While working at various projects and Corporate Office of NTPC and
POWERGRID, he was involved in conceptualisation, planning, design,
engineering, monitoring and implementation of projects of national importance.

Apart from these, he has been a lead Member in Planning, Engineering and
Execution of APDRP and RGGVY schemes in POWERGRID. He is member of
Governing Body of CPRI, Bangalore and Empowered Committee of Government
of India for promoting competition in Power Transmission Sector. He is also
associated with professional bodies such as Institution of Engineers - India, Power
Engineering Society of IEEE - USA, and International Council on Large Electric
Systems (CIGRE) — France. He has published/presented numerous articles,
technical papers in the field of power system in various international and National
Journals/Conferences. He was appointed as a Director on our Board in
September, 2011 and as non — executive Chairman w.e.f. 01.10.2015.

Directorship
held in other
Companies

Power Grid Corporation of India Limited
Teestavalley Power Transmission Limited

Jaypee POWERGRID Limited

Cross Border Power Transmission Company Limited
Torrent Power Grid Limited

Powerlinks Transmission Company Limited

Parbati Koldam Transmission Company Limited
North East Transmission Company Limited

Bihar Grid Company Limited

SO NaRWN =

©
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Membership /
Chairmanship NIL
of Committees
in other
Companies

No. of Shares 01
held
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I. Directors being appointed at the 7" AGM:

1.
Name Shri Jagdishbhai Ishwarbhai Patel
DIN 02291361
Date of Birth and | 15/10/1964 / 51 years
 Age
Date of | 08.02.2016

Appointment

Qualification

B.Sc., ASTM-UT, MBA (Ind.)

Expertise in
specific
Functional Area

Shri Jagdishbhai | Patel has an illustrious career spanning over 35 years
contribution in the areas of Energy Generation, Mining and Space sectors
as engineering solution providers and strategic planner over business
auxiliary units. Having been Director (Tech.) at Pushpak Trademech
Limited, as well as KIA Infrastructure Development Limited and an active
member of Gujarat Chamber of Commerce and Industry (GCCI), he has
served as a member of several institutions such as, District Implementation
& Industrial Management Committee of ITl, Industrial Management
Committee of IGTR and has also served as the President as well as
Treasurer at LUB-Gujarat. He is also member of Standing Committee/
Town Planning Committee/ Solid Waste Management Committee of AMC.

Directorship held
in other
Companies

1. Pushpak Trademech Limited
2. KIA Infrastructure Development Limited
3. Power Grid Corporation of India Limited

Membership /
Chairmanship of
Committees in
other Companies

Power Grid Corporation of India Limited
1. Audit Committee - Chairman

2. Stakeholders’ Relationship Committee - Chairman

No. of Shares

held

NIL
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2.

Name Shri Ravi Prakash Singh
DIN 05240974
Date of Birth and | 21/01/1960 / 56 years
| Age
Date of | 29.02.2016

Appointment

Qualification

Mechanical Engineering & Post Graduate Diploma in HR

Expertise in
specific
Functional Area

Shri Ravi Prakash Singh, is part — time Director in our Company. He did his
Mechanical Engineering from NIT, Allahabad in First Class with Honours and
Post Graduate Diploma in HR from AIMA, New Delhi. He is presently holding
the position of Director (Personnel) in POWERGRID. Prior to that, he has
held the positions of Executive Director (Eastern Region-ll) and Executive
Director (Human Resource Management & Corporate Communication) in
POWERGRID. Shri Singh has over 34 years of work experience in the power
sector handling various multi-disciplinary functions like HR, Telecom,
Contracts, Materials, Planning, Monitoring and Transmission System
Construction/O&M. Prior to joining POWERGRID in 1991, Shri Singh had
worked for 10 years in NTPC.

Directorship held
in other
Companies

1. Power Grid Corporation of India Limited

. PTC India Limited

. Powerlinks Transmission Limited

. Powergrid NM Transmission Limited

. POWERGRID Vizag Transmission Limited

. POWERGRID Unchahar Transmission Limited

. POWERGRID Jabalpur Transmission Limited

. POWERGRID Southern Interconnector Transmission System Limited

O N0 O WN

Membership /
Chairmanship of
Committees in
other Companies

Power Grid Corporation India Limited

1. Stakeholders’ Relationship Committee - Member

No. of Shares held
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Message from the Chairman

il

A
Dear Shareholders,

It gives me immense pleasure to welcome you to the 7" Annual General Meeting
of your Company.

Friends, for the period ending 31%t March, 2016, the Directors’ Report and the
final accounts of the Company have already been provided. With your
permission, | take them as read.

As your Company continued its stewardship of India’s power system, we sailed
through various challenges. We have been able to maintain reliable operation of
the All India electricity Grid with the cooperation of all stakeholders. We strived to
ensure the promotion of enhanced inter - regional cooperation and market
efficiency; and also highlighted the importance of working together. We met
emerging challenges, promoted enhanced transparency to stakeholders through
dissemination of information, and improved grid discipline through Regulatory
Reforms. These steps have led the vision of “One nation, One Grid, One Price”
into a reality. Jim Rohn has very aptly described this as “Success is nothing
more than a few simple disciplines, practiced every day.

Today, the power system landscape is changing faster than ever before. The
achievement of a reliable and secure grid requires new rules, new technologies,
and new ways of operating the power system. Closer cooperation among all
market players, be it generators, consumers, power exchanges, power suppliers
or technology providers is the key to the optimization of overall system.

Our job is to safely connect people to the energy they use. We are at the heart of
one of the greatest challenges facing our society — delivering clean energy to
support our world for long term sustainability. Energy policies have continued to
evolve, seeking an acceptable balance between affordability to consumers,
security of supply and sustainability considerations.

POSOCO has an absolute commitment to reliability. Increasing the resilience of
the system has become an important element of our mission as well. Our
professionals are focusing on measures that will strengthen the ability of the grid
to anticipate, ride through and then recover quickly from a major disruption—
whether natural or man-made. Electricity must play a key role in achieving the
strategic objectives of India’s energy policy. The ever increasing complexity of
the national power system with more interconnections, bulk power transfer



corridors, international interconnections, higher transmission voltages, new
technologies in generation and transmission, increasing presence of renewable
energy sources, large size generation projects, system protection schemes, wide
area controls, including integrative controls in the transmission and Smart Grid
technologies have put greater responsibilities on the shoulder of system operator
for ensuring reliable and secure power system.

POSOCO is dealing effectively with this rapid transformation. The changing
policies and priorities of the Government, regulatory changes, shifts in economics
and consumer demands, and innovative technologies that were once on the
horizon now provide new opportunities for the energy landscape.

The Government has set an ambitious target of adding 175 GW of renewable
generation capacity by 2022. It includes Solar (utility-scale, distributed, off-
grid/mini-grid — 100 GW), Wind (utility-scale — 60 GW), Small hydro (5 GW) and
Bioenergy (10 GW). In this direction, an analysis of the opportunities and barriers
to rapid deployment of RE named "India's Renewable Electricity Roadmap 2030"
was carried out by NITI Aayog in February, 2015. Also, a high level technical
committee constituted by Ministry of Power for Large Scale Integration of
Renewable energy submitted its recommendations in April, 2016.

USAID under the guidance of Ministry of Power, Government of India, has taken
up a project titled “Greening the Grid” to study the impact of large scale
integration of renewable energy in the grid. NREL, LBNL, USAID, USA in
association with POSOCO, CTU, CEA and SLDCs/STUs of the RE rich states of
Rajasthan, Maharashtra, Gujarat, AP, TN and Karnataka are involved in these
studies which were started in Sep/Oct 2015. This is a highly data intensive study
which would bring out the periods of stress under high RE penetration conditions
and the ways to mitigate the same. The studies are likely to be completed over
the next six months.

CERC advisory for RE Integration at state level in November, 2015 put thrust on
the detailed Energy Accounting of all intra State entities, Intra State Deviation
Mechanism pool at the State level and ABT for intra State generators. CERC
also recommended ring fencing and capacity building of SLDCs, Regulations on
Forecasting, Scheduling and Deviation Settlement for renewables along with
Ancillary and Reserves Regulations at state level.

In order to implement and evolve roadmap for implementation of CERC advisory
measures, Forum of Regulators (FOR) constituted a Technical Committee in
November, 2015. A sub-committee of the Technical Committee was constituted
in January, 2016 to evolve the Scheduling, Accounting, Metering and Settlement
of Transactions in Electricity (SAMAST) and suggest the action plan for
implementation in all the States. The SAMAST Report has been accepted by the
Forum of Regulators (FOR) for implementation in its meeting held on 22"
July’16. Detailed Project Reports (DPRs) are being prepared for rolling out the
accounting and settlement in each state.



In order to provide more opportunities to entities to trade and manage their
portfolio in electricity market, regulatory framework was formulated for 24 x 7
extended market session and operationalized by both the Power Exchanges in
July 2015. Faster detection of outages, automatic response and rapid restoration
systems enhances security and integrity of the grid. The consumers have
electricity services at reliability and quality levels customized to their individual in
an environmental friendly manner.

A healthy communication system is critical for safe and secure operation of
electricity grid. In wake of implementation of Schemes based on Phasor
Measurement Units (PMUs), automatic generation control, ancillary services,
demand side management, integration of renewable, smart cities, smart
grid, advanced metering infrastructure  etc., communication expressway
needs to be created along with transmission system which can be utilized
by all stakeholders of the Power sector in India.

On the financial front, your Company recorded a net profit of ¥55.55 crore and
total income of ¥231.65 crore during the FY 2015-16. The Board of your
Company has recommended a dividend of 15.5% of the subscribed / paid up
capital has been paid in the month of April’16.

People continue to be the most important driver of our strategic intent and
initiatives. Your Company remains committed to provide growth and development
along with work life balance to all employees. Employees undergo training and
re-training, continuous learning and skill development programs. So far several
certification exams have been coordinated by POSOCO both at Basic Level and
Specialist Level. These efforts have resulted in certification of 899 System
Operators at Basic Level. 138 System Operators have qualified the Regulatory
Specialist course and 77 System operators have qualified as reliability
specialists. Overall 443 basic level system operators have been qualified so far.

The all - round performance- including technical, cultural and social of our
employees has been Excellent. POSOCO Team has won the Regional Round of
the Times Ascent Engineering Mastermind, India’s biggest Inter-Corporate Quiz
for Engineers for the years 2014 and 2015. POSOCO has been conferred the
Award for ‘R&D Innovation’ and ‘Best Performing Company’ Award by the India
Today Group and the Award for ‘Consistent Growth and Adaptability’ by
Governance Now. These recognitions could not have been possible without the
support of enthusiastic and dedicated work force.

Your Company is committed to ensure transparency in its dealings and
compliance of applicable laws and regulations in order to promote ethical
conduct and practices throughout the organization. Your Company has complied
with the conditions of Corporate Governance as applicable, issued by the
Department of Public Enterprises. The Company has once again voluntarily
opted for Secretarial Audit during the year in order to reinforce confidence of the
stakeholders. A separate section on Corporate Governance furnishing the
applicable details forms part of the Directors’ Report.



Your Company has taken several initiatives in its role as a responsible corporate
citizen. The projects undertaken towards Corporate Social Responsibility (CSR)
during the F.Y 2015-16 included providing solar home lighting solutions in
backward areas, Award in the fields related to Power Systems to encourage
excellence in the area, setting up of toilets in Govt. Schools and procurement of
Renewable Energy Certificates.

On behalf of the Board, | thank all the employees including their families for their
sustained endeavors in meeting the challenges posed before the organization.
Specially, | would like to convey my gratitude to all fellow directors and to the
Management for their very useful support. | take this opportunity to express my
gratefulness to the stakeholders who have put their trust in our abilities and
extended support to us.

| also take this opportunity to convey my sincere gratitude to the Government of
India particularly the Ministry of Power, Ministry of New and Renewable Energy,
the Department of Public Enterprises, Central Electricity Regulatory Commission,
Central Electricity Authority, Regional Power Committees, all stakeholders, the
Comptroller and Auditor General of India (C&AG), Statutory Auditors, and above
all to POWERGRID for their confidence and support to the Company.

Thank You.

%@L
~ (1.8 Jha)
Chairman
Place: New Delhi

Date: 06.09.2016



DIRECTORS’ PROFILE

(As on 31.08.2016)

Shri I.S.Jha
Chairman

Shri 1.S.Jha, (DIN : 00015615) aged 56 years, is the non — executive
Chairman of our Company. Prior to his present assignment as CMD,
POWERGRID, he has successfully served as Director (Projects) in
POWERGRID since Sept’'09 wherein he has been responsible for planning,
engineering, project management, monitoring and implementation of all
transmission and distribution projects. An Electrical Engineer from NIT,
Jamshedpur, he is a well-known Electrical Power System Professional
having more than 35 years of rich and varied work experience to his credit.
He began his professional career in 1981 as an Executive Trainee in
NTPC. He has been associated with POWERGRID since its inception in
1991 and has been part of departments such as Engineering, Distribution
Management System (DMS), and Corporate Monitoring Group. He has
worked as Executive Director of North Eastern Region, Engineering and
Corporate Monitoring Group in POWERGRID. While working at various
projects and Corporate Office of NTPC and POWERGRID, he was involved
in conceptualisation, planning, design, engineering, monitoring and
implementation of projects of national importance.

Apart from these, he has been a lead Member in Planning, Engineering
and Execution of APDRP and RGGVY schemes in POWERGRID. He is
member of Governing Body of CPRI, Bangalore and Empowered
Committee of Government of India for promoting competition in Power
Transmission Sector. He is also associated with professional bodies such
as Institution of Engineers - India, Power Engineering Society of IEEE -
USA, and International Council on Large Electric Systems (CIGRE) —
France. He has published/presented numerous articles, technical papers in
the field of power system in various international and National
Journals/Conferences. He was appointed as a Director on our Board in
September, 2011 and as non — executive Chairman w.e.f. 01.10.2015.

Shri Ravi Prakash Singh

Director

Shri Ravi Prakash Singh (DIN: 05240974), aged 56 years, is part — time
Director in our Company. He did his Mechanical Engineering from NIT,
Allahabad in First Class with Honours and Post Graduate Diploma in HR
from AIMA, New Delhi. He is presently holding the position of Director
(Personnel) in POWERGRID. Prior to that, he has held the positions of
Executive Director (Eastern Region-Il) and Executive Director (Human
Resource Management & Corporate Communication) in POWERGRID.
Shri Singh has over 34 years of work experience in the power sector
handling various multi-disciplinary functions like HR, Telecom, Contracts,
Materials, Planning, Monitoring and Transmission System
Construction/O&M. Prior to joining POWERGRID in 1991, Shri Singh had
worked for 10 years in NTPC. He was appointed as a Director on our
Board in February, 2016.




Smt. Jyoti Arora
Government Nominee Director

Smt. Jyoti Arora, (DIN: 00353071), aged 54 years, is an eminent
energy professional in India, and is presently working as Joint
Secretary in the Ministry of Power, looking after policy making in
electricity sector concerning Regulatory Affairs, Transmission and
Renewable Grid Integration. Her work also includes working closely
with the States for planning and implementing the 24x7 Power For
All, the flagship program of Government of India.

In her over 26 years of experience in the Indian Administrative
Service, she has been closely associated at the grassroots level with
the issues of energy access, its delivery and appropriate technology
options. She has holistic experience in the power sector of policy
making and also its implementation as she was Managing Director of
electricity utilities dealing in Distribution, Transmission and
Generation for more than a decade. As chief of Bureau of Energy
Efficiency (BEE) in India she was closely involved in implementation
of Clean Energy Initiatives. She also represented the country in
UNFCC Climate Change negotiations. She is a postgraduate in
Economics and was selected for the Hubert Humphrey Fellowship in
2003.She was appointed as a Director on our Board in March, 2014.

Shri Jagdishbhai Ishwarbhai Patel
Independent Director

Shri Jagdishbhai | Patel [DIN:02291361] aged 51 years is a B.Sc., ASTM-
UT, MBA (Ind.) and has an illustrious career spanning over 35 years
contribution in the areas of Energy Generation, Mining and Space sectors
as engineering solution providers and strategic planner over business
auxiliary units. Having been Director (Tech.) at Pushpak Trademech
Limited, as well as KIA Infrastructure Development Limited and an active
member of Gujarat Chamber of Commerce and Industry (GCCI), he has
served as a member of several institutions such as, District Implementation
& Industrial Management Committee of ITI, Industrial Management
Committee of IGTR and has also served as the President as well as
Treasurer at LUB-Gujarat. He is also member of Standing Committee/
Town Planning Committee/ Solid Waste Management Committee of AMC.
He was appointed as an Independent Director on the Board of POSOCO in
February, 2016.




Directors’ Report

To,
The Members,

I, on behalf of the Board of Directors’ present the seventh Annual Report on the performance of
Power System Operation Corporation Limited (POSOCO) together with the Audited Statement of
Accounts, Auditors’ Report and Review of the Accounts by the Comptroller and Auditor General of
India for the Financial Year 2015-16.

The National Load Despatch Centre (NLDC) and the five Regional Load Despatch Centres (RLDCs)
of POSOCO are required to carry out the functions like monitoring of system parameters and security,
ensuring the integrated operation of the power system in the region, daily scheduling and operational
planning, facilitating bilateral and inter-regional exchanges, etc. They carry out these functions without
being influenced by or biased in favour of any market player. The Load Despatch Centers do not
engage in the business of generation or trading of electricity, as per the provisions of the Electricity
Act, so that they can discharge their functions in a fair and non — discriminatory manner.

NLDC, POSOCO inter - alia is the Nodal Agency for many responsibilities, like implementation of the
Renewable Energy Certificate Mechanism (REC mechanism), Power System Development Fund
(PSDF), Point of Connection (PoC) mechanism for sharing of inter - state transmission charges and
losses, Collective Transactions in Power Exchanges, Perform Achieve and Trade (PAT) Certificates
platform. NLDC has also been designated as Central Control Room in case of natural and man -made
emergencies / disasters.

In POSOCO, our focus is reliability. We strive to manage weather impacts and perfect generation
dispatch for one of the largest power systems in the world operating at a single frequency. Sustained
growth of the power sector is a key parameter to drive economic development. As an impartial grid
operator, POSOCO has no financial interest in any market segment and the Company ensures that
diverse resources have equal access to the transmission network and ensure load generation
balance at all times. The assets of the Company mainly comprise of human resources and
Supervisory Control and Data Acquisition — Energy Management System (SCADA-EMS) alongwith
software tools for all functions related to System Operation and Market Operation installed in the
Control Centers of the RLDCs and NLDC.

CAPEX (REPEX)

Capital Expenditure (CAPEX) is incurred primarily for activities like replacement / augmentation of the
existing SCADA-EMS, renovation and modernization of the Control Centers, adaptation of new
technologies like Wide Area Measurement System (WAMS) and Phasor Measurement Unit (PMU),
development of IT infrastructure for offline activities, data warehousing and Cyber Security System
etc.

The CAPEX therefore can be classified as Replacement of Existing Assets (REPEX) on an interval of
5 to 7 years on rolling basis and addition of new tools for support to the System Operation and
Market Operation functions. The CAPEX for the Control Period 2009-14 for replacement of SCADA
system of the RLDCs, IT tools for the system support, WAMS and PMU pilot schemes for snapshot
visualization in real time environment, fault analysis etc. had been approved by CERC. The order for
replacement of SCADA system for all RLDCs had been placed during F.Y. 2012-13 and the schemes
are in place during the F.Y. 2015-16 at all the RLDCs. The WAMS pilot schemes have been
successfully implemented in all RLDCs and have proved to be path breaking. The NLDC system
upgradation is expected to be completed by F.Y. 2018-19.

Petitions for approval of the Fees and Charges for the control period 2014-19 have been filed in the
month of October, 2015, in accordance with the RLDC Fees and Charges Regulations notified for the
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period 2014-19. The annual charges for the F.Y. 2016-17 have been projected at 257 Crore due to
effect of increased manpower and likely pay revision with effect from 1.1.2017.

Ministry of Power vide their OM dt. 25.03.2015 has conveyed the sanction of Hon’ble President of
India for setting up of POSOCO as a wholly owned Government Company to ensure independent
system operation and for providing level playing field for all stakeholders in the implementation of
transmission projects. The process of transfer of manpower and shares is underway.

The MoU for the F.Y. 2016-17 was signed in August, 2016. POSOCO has been Rated “Excellent’ in
terms of Performance for the past years and is constantly striving towards improvement of the
benchmark set.

Revenue stream of POSOCO

In order to ensure an independent revenue stream and financial autonomy for POSOCO, the CERC,
on 18" May, 2015, has notified the Regulations on Fees and Charges for the control period 2014-19.
The revenue is being realised by levying the Fees and Charges on the Users like Generating
stations/Sellers, Distribution Licensees/Buyers and the Transmission Licensees towards the services
provided to them. Realisation of about 95% was achieved against billed revenue of ¥212.65 Crore
during the year.

Financial Highlights

In X Crore
Details 2015-16 2014-15
Total Income 231.65 250.02
Gross Margin 93.75 105.69
Profit before Interest and Taxes(PBIT) 84.32 102.88
Profit Before Tax(PBT) 81.23 79.71
Profit After Tax(PAT) 55.55 48.04
Gross Fixed Assets 161.56 299.18
Net Worth 121.6 72.48

Dividend Payout

In line with the CERC Order dt.14.03.2016, Dividend of 15.5% of the subscribed / paid up capital of

the Company for the financial year ended 315t March, 2016 amounting to ¥4,74,92,000 was paid to
POWERGRID, the Holding Company. Total dividend paid in the Previous Year was X 19.92 crore.

Reserves

The Company has made appropriation of profit in the following manner by credit to respective reserve
account:

a) General Reserve % 6.00 Crore

b) LDC Development Reserve % (0.04) Crore *

*The amount in Load Despatch Centre Development Fund (LDCD Fund) has been re calculated during the F.Y.
2015-16 in view of the truing up order for the Control Period 2009-14 and regulations on Fee & Charges for the
Control Period 2014-19.

System Operation Highlights

Total All India Energy Met was 1091 BUs during F.Y. 2015-16 as against 1031 BUs during F.Y. 2014-15
(5.83% increase)
All India Peak Demand Met was 148 GW during F.Y. 2015-16 as against 141 GW during F.Y. 2014-15
(5.17% increase)



e Total All India Hydro Generation was 121 BUs during F.Y. 2015-16 as against 129 BUs during F.Y. 2014-
15 (6.09% decrease)

¢ Inter-Regional Exchange during F.Y. 2015-16 was 117 BUs as against 89 BUs during F.Y. 2014-15.(31.5%
increase).

Power Market Operation

A vibrant electricity market is operating in the country. About 8.5 % of the total energy generated in
the country is traded in the Short Term Electricity Market which comprises of Bilateral Transactions
(direct or through traders) and Collective Transactions through Power Exchanges. Two Power
Exchanges (IEX and PXIL) are operational in the country. The RLDCs in the respective regions where
the drawl point is situated are the designated Nodal Agency for Bilateral Transactions and NLDC is
the nodal agency for Collective Transactions.

Market Operation Highlights

e Total Transactions approved during F.Y. 2015-16 under STOA, were 44634 (13576 bilateral
transactions and 31058 collective transactions).

o Total Energy approved under STOA were 98 BUs (64 BUs under bilateral transaction and 34 BUs
under collective transactions)

Implementing Agency for Sharing of Interstate Transmission Charges & Losses—-PoC
Mechanism

NLDC has been discharging the functions of the Implementing Agency for Sharing of Inter State
Transmission Charges and Losses (POC Charges and Losses) in accordance with the Regulations
notified by CERC w.e.f 1% July 2011. The computations of Point of Connection (PoC) Charges and
Losses are carried out on a quarterly basis.

Operational feedback

NLDC Rules, 2005 specifies providing Operational Feedback to Central Electricity Authority
(CEA) and Central Transmission Utility (CTU) as one of the functions of NLDC. Quarterly
Feedback on Transmission Constraints is being submitted to CEA & CTU at regular intervals. NLDC
has submitted Operational Feedbacks on various issues, like Transmission Constraints, higher
incidence of double and multiple contingencies in the system, Market and Operational Issues,
commissioning of Dedicated lines for Transmission systems, skewed inter-regional flows and
Synchrophasor Initiatives in India. These feedbacks are facilitating CTU/CEA for resolution of the
issues after due discussion with the stakeholders during the Standing Committee on Transmission
Planning.

Forum of Load Despatchers (FOLD)

All the State Load Despatch Centres (SLDCs), Regional Load Despatch Centres (RLDCs) and
National Load Despatch Centre (NLDC) in India are members of the Forum for Load Despatchers
(FOLD). The Secretarial assistance to FOLD is being provided by the NLDC.

FOLD is a catalyst for reliable, efficient and economic operation of the bulk of Indian electric power
supply system. Forum of Load Despatchers of India strives to achieve its vision through technical co-
operation, knowledge sharing, regular interaction, active collaboration, mutual respect, cooperation,
consensus building, international benchmarking and promoting ethical, non-discriminatory and fair
practices.

During FY 2015-16, two meetings of FOLD were held at New Delhi, wherein implementation of
Ancillary Services, Energy Metering Accounting and Settlement System, Grid integration studies,
Automatic Generation Control, Spinning Reserves, etc. were discussed by the FOLD members. The
Code of Ethics for Load Despatchers was also approved by the FOLD in its meeting held during F.Y
2015-16.



Large Scale Integration of Renewable Energy, Need for Balancing, Deviation Settlement
Mechanism (DSM) and associated issues

The country has set an ambitious target of adding 175 GW of renewable generation capacity by 2022.
It includes Solar (utility-scale, distributed, off-grid/mini-grid — 100 GW), Wind (utility-scale — 60 GW),
Small hydro (5 GW) and Bioenergy (10 GW). In this direction, a high level technical committee was
constituted by Ministry of Power. The report by the Technical Committee was released in April’16.
The Technical Committee has recommended implementation of several actions like bringing flexibility
in the conventional generation, frequency control, generation reserves, ancillary services, forecasting,
scheduling, deviation settlement mechanism, balancing requirement, data telemetry and
communication, Renewable Energy Management Centres (REMCs), Transmission system
augmentation and strengthening as well as certain compliance actions at renewable generation front.
The Committee has put forth a 15 point Action Plan for facilitating large scale integration of
renewables in the country in a secure and reliable manner.

The SAMAST Report

A sub-committee was constituted by Forum of Regulators (FOR) in January’16 to evolve detailed
action plan with time lines for implementation of Availability based Tariff (ABT) / Deviation Settlement
Mechanism (DSM) at State level, suggest modification of all technical and accounting procedures as
may be necessary for rolling out ABT/DSM framework, assist in drafting of requisite State regulations,
or amendments to existing regulations, as the case may be. The sub-committee was chaired by CEO,
POSOCO and comprised of one representative from concerned State Electricity Regulatory
Commission (SERC), one representative from concerned State Load Despatch Centre (SLDC), one
representative from RLDC and one representative from the FOR secretariat. The committee prepared
a report on Scheduling, Accounting, Metering and Settlement of Transactions in electricity (SAMAST).
The objective of this report was to assimilate the available experience at the interstate / intrastate
level and evolve a uniform procedure for SAMAST across all the States and Regions in India whether
renewable-rich or otherwise. One to one interactions were held with SLDCs. An electronic survey on
the prevailing infrastructure and procedures was also conducted. Response from 28 SLDCs were
received. The finding of the survey and the recommendations were discussed and with all the SLDCs,
RLDCs and NLDC in the meetings of FOLD. The report was accepted by FOR Technical Committee
in July, 2016.

Participation in Regulatory Reforms Process

POSOCO is the focal point for major reforms in the power sector in India by facilitating
implementation of various Government of India policies for Power Sector as well as providing
feedback to the policymakers, regulators and planners. The RLDCs and NLDC of POSOCO make
best efforts towards implementing these Regulations in letter and spirit through feedback and
participation in the Regulatory process. The major regulations which came into force during F.Y.
2015-16 include:

Central Electricity Regulatory Commission (Sharing of Inter State Transmission Charges and
Losses) (Third and Fourth Amendment) Regulations, 2015
Central Electricity Regulatory Commission (Open Access in inter-State Transmission) (Third
Amendment) Regulations, 2015
Central Electricity Regulatory Commission (Grant of Connectivity, Long-term Access and Medium-
term Open Access in inter-State Transmission and related matters) (Fifth Amendment)
Regulations, 2015
Central Electricity Regulatory Commission (Fees and Charges of Regional Load Despatch Centre
and other related matters) Regulations, 2015
Central Electricity Regulatory Commission (Power System Development Fund) (First Amendment)
Regulations, 2015
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Framework on Forecasting, Scheduling and Imbalance Handling for Variable Renewable Energy
Sources (Wind and Solar), 2015

Central Electricity Regulatory Commission (Deviation Settlement Mechanism and related matters)
(Second and third Amendment) Regulations, 2015

Central Electricity Regulatory Commission (Indian Electricity Grid Code) (Third and Fourth
Amendment) Regulations, 2015

Central Electricity Regulatory Commission (Ancillary Services Operations) Regulations, 2015
Central Electricity Regulatory Commission (Terms and Conditions for recognition and issuance of
Renewable Energy Certificate for Renewable Energy Generation) (Fourth Amendment)
Regulations, 2016

Central Electricity Regulatory Commission (Terms and Conditions for Dealing in Energy Savings
Certificates) Regulations, 2016

In addition, the CERC also came out with a roadmap for Spinning Reserves in Oct'15. POSOCO is
closely working with various stakeholders to make this roadmap a reality and making the system
operators further secure.

Renewable Energy Certificate Mechanism (REC)

The REC Mechanism is a market based instrument in India for promotion of renewable energy
sources. It was introduced in India in November, 2010. REC Mechanism provides a means to
address the dispersed availability of renewable energy sources across various States in the Country
and separates the ‘green ‘component from the ‘electricity’ component and facilitates meeting of the
Renewable Purchase Obligation (RPO) by the obligated entities. A pan-India market has been
created for trading in RECs through the Power Exchanges.

The highlights and the progress of REC Mechanism till May, 2016 are as follows :

e Year-over-year (YOY) comparison is given below:

S.No. Particulars FY 2014-15 FY 2015-16 % Change
1 RECs issued 96,24 ,866 97,33,840 1.13
2 RECs Redeemed 33,10,154 53,19,095 60.69
3 Value of Transactions (ZCrore) 502 873 73.9

- RE Generators from a total of 21 States have been registered

- Atotal of 1134 projects with a cumulative capacity of 4856 MW have been registered

- Solar Renewable Energy (RE) Generators participation commenced from May’12 onwards with
cumulative capacity of 322 projects and capacity of 654 MW

- More than 3.26 Crore RECs have been issued (including about 2.81 Crore non-solar and 44.79
lakh solar)

- Since inception till the month of May’16 , 63 trading sessions have been held with the value of
transactions crossing ¥ 2685 Crore including ¥220.37 Crore in the month of March’16 which is the
highest trade in any month since the launch of REC mechanism

- More than 1.5 crore RECs have been redeemed i.e. extinguished

- Atotal of 6.94 Lakh RECs have been self-retained by RE Generators

- 27,252 RECs have been procured by 18 voluntary buyers

- Empanelment of Compliance Auditors by CERC has been made as per the REC Regulations. First
round of audit wherein 48 projects were audited has been completed and Second round of
compliance audit wherein 46 RE projects, including one State Nodal Agency, one SLDC and
NLDC have been completed.



- CERC has notified four amendments to REC Regulations since the launch of REC Mechanism
including changes in eligibility criteria, shelf - life of RECs, self-retention, vintage multiplier concept,
etc. As the Nodal Agency, NLDC has actively participated in the consultation process, revising
detailed procedure, changing software, etc. for the REC mechanism.

- 38 orders related to REC Mechanism have been notified by CERC/APTEL including action to be
taken with retrospective effect.

- Creating awareness and dissemination of the ongoing changes in the REC Mechanism to the
stakeholders is of utmost importance for smooth Implementation of the Mechanism. Accordingly,
25 Capacity Building Programs for the stakeholders have been conducted by NLDC so far.

Integrated Management System

In our continued endeavour to provide quality services to our valued stakeholders, POSOCO has
been certified by BSI for PAS 99:2012 for the following standards:

ISO 9001: 2008 — Quality Management System

ISO 14001: 2004 — Environment Management System

OHSAS 18001: 2007 — Occupational Health & Safety Management System

ISO 27001: 2013- Information Security Management System

Leveraging Technology: System Logistics

Real-time data acquisition from various stations across the country is a challenging task and involves
state-of-the-art technology, strong communication network and rigorous planning to achieve it. Real-
time grid operation depends on the real-time data provided by SCADA/EMS system and WAMS
system. As System Operators rely on the real-time data for grid monitoring and decision making in
day to day Grid Operation, it is essential that system availability is maintained at highest level. During
F.Y. 2015-16, SCADA system availability was maintained at 99.9% level. It is also imperative that the
system operators are equipped with latest tools facilitate real time decisions making process.
SCADA/EMS systems at all the control centres on All India basis including at RLDCs have been
replaced/upgraded in order to equip the operators with latest available visualization and power
system application tools. All the SCADA/EMS projects have been commissioned except in North
Eastern Region whose commissioning is under advanced stage of completion.

SCADA/EMS system for NLDC is under upgradation and sophisticated power application tools like
DSA (Dynamic Security Assessment) and AGC (Automatic Generation Control) applications are also
envisaged in the SCADA up gradation project of NLDC. In order to implement AGC as per CERC
guidelines, a meeting-cum-brain storming session amongst vendors, academia, POWERGRID, CERC
and POSOCO was held in January’16 at NLDC for smooth implementation of the new SCADA/EMS
system.

To provide dynamic visibility of the grid, Wide Area Management Systems (WAMS) are being installed
nationwide under the Unified Real Time Dynamic State Measurement (URTDSM) project being
implemented by POWERGRID, the Holding Company. This system would provide microscopic view of
the power system. Presently, under the URTDSM project about 1200 PMUs are under commissioning
and expected to complete by January’17. Data obtained from the PMUs are being utilized by power
system operators as an analytical tool for better system operation. Based on the analysis of data of
events from WAMS / PMU, a report titled “Report on low frequency Oscillation in Indian Power
System” was also published during the F.Y. 2015-16.

A hotline voice communication system covering all control centers, sub-stations and generating
stations across India using dedicated wideband communication system is under commissioning. The
system in Northern and Eastern Region is under completion. This communication, which is
independent of public communication network, will provide express voice communication for day-to-
day operation of the grid as well as during crisis and disaster situations. On implementation of this
system, control center operator would be able to connect with any other control center/ sub-
station/generating stations operator directly without using public communication network.



Establishment of Renewable Energy Management Centres (REMCs) have been approved by Ministry
of Power and Ministry of New and Renewable Energy, Gol and its Detailed Project Reports (DPR) are
under preparation, under Green Energy Corridors program. 11 no. REMCs would be established
under the project, out of which 7 nos. are in RE rich States, 3 nos. are at regional level and one at
National level.

MoU with India Meteorological Department (IMD)

POSOCO signed an MoU with Earth System Science Organization - India Meteorological Department
(ESSO-IMD), Ministry of Earth Sciences on 18th May 2015 for synergy in the management of Indian
Power System and weather related impact. A workshop-cum-knowledge sharing program has been
conducted at National level and also at all five RLDCs in which SLDCs also participated. Weather
data will be shared with RLDCs/NLDC to facilitate load forecast as well as forecasting of renewable
generation like wind and Solar for better grid management.

Power System Development Fund (PSDF)

NLDC has been designated as the Nodal Agency for the implementation of PSDF scheme in terms of
the PSDF Regulation, 2014. NLDC/RLDCs have been assigned the function to maintain various
regulatory fund accounts and they are managing these funds as the custodian of these funds as
nodal agents till some other identity is identified. The surplus/residual from these funds is transferred
to the Power System Development Fund created under the CERC (PSDF) Regulation, 2010 on
monthly basis.

The proposals received by NLDC as the Nodal Agency which are complete in all respects as per the
Guidelines/Procedure are examined by the Techno Economic Sub Group headed by Member
(GO&D), CEA. Thereafter, the examination report of the schemes is placed before the Appraisal
Committee headed by Chairperson, CEA for scrutiny (techno-economic appraisal) and prioritization.
After scrutinizing of the proposals by the Appraisal Committee, the Nodal Agency forwards to CERC,
along with the recommendations of the Appraisal Committee, for ascertaining that the projects /
scheme(s) / activities are covered within the scope of Fund Regulations. Based on the communication
received in this regard from the Central Commission, the Inter-Ministerial Monitoring Committee,
headed by Secretary, Ministry of Power, approves the projects and sanction of the fund from the
PSDF. After approval of the scheme by the Monitoring Committee, the sanction order for release of
grant is issued by Ministry of Power. All the entities are signing the agreement after sanction of their
scheme as per the guidelines of PSDF and completing the other requirement of placing LoAs,
opening bank account and registration on Power Financial Management System (PFMS) portal for
release of funds.

A website for PSDF has been developed to make it more informative and interactive. The website
inter alia has the features for online processing of the schemes upon login

As on 30.08.2016, NLDC has facilitated the sanction of 47 nos. of schemes under PSDF for ¥3980.48
crore. 50 nos. of schemes from 14 nos. of State and 6 nos. of central entities for ¥10155.79 crore
were in the process of approval. Transfer from Regulatory Pool Accounts to PSDF as on 31 .07 .2016
was 314009.51 Crore.

A separate Annual Report of PSDF has been prepared in compliance with the PSDF Regulations,
which shall be submitted to the Central Government and for information to CERC. Further, the Annual
Report shall also be laid on table of both the houses of Parliament, through the Ministry of Power.

Significant and material Orders

These have been discussed in the Management Discussion and Analysis. There is ‘NIL’ Impact on the
financial statements of the pending litigation cases with CERC. There are no material changes and
commitments affecting the financial position of the Company which have occurred between the end of
the financial year and the date of this report.
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Introduction of Ancillary Services in Indian Electricity Market

Ancillary Services are essential for secure & reliable grid operation. It is first time in the Indian
Electricity Market that Ancillary Services are being introduced by harnessing Un-requisitioned Surplus
in the Inter-State Generating Stations. Ancillary Services would address the congestion management
issues along with more economy & efficiency in grid management. CERC notified (Ancillary Services
Operations) Regulations, 2015 on 13th August, 2015 after detailed stakeholder consultations.
POSOCO conducted workshops on the Draft Detailed Procedure with all concerned in all the five
regions, during 14 — 20 October, 2015. The detailed procedure was submitted by POSOCO to CERC
for approval in November ’15 and the same are operational since April’16.

New interactive displays have been developed in Load Despatch Centres of POSOCO to help the
Grid Operator in dispatching the Spinning Reserve. Ancillary services are operational from 12"
April'16 through in-house developed software.

Frequency Control

With a large footprint of the Indian grid, there is an increasing need for automatic controls in the form
of primary, secondary and tertiary frequency control services which would help in maintaining the
frequency at its nominal value, besides ensuring that Area Control Error (ACE) remains close to zero
and tie-line flows remain in control.

POSOCO is working with eminent experts, stakeholders and the staff of CERC in ensuring that such
controls are planned, designed and implemented at the earliest so that secure grid operation can be
ensured.

Energy Efficiency and PAT Scheme

To improve energy efficiency in the large energy intensive industries, Central Government has
launched Perform, Achieve and Trade (PAT) scheme under National Mission for Enhanced Energy
Efficiency (NMEEE). Central Government has notified the energy consumption norms and standards
for the 478 Designated Consumers (DCs) in first phase. Under PAT scheme, the quantified energy
savings are converted into Energy Saving Certificates (ESCerts) which may be traded through the
Power Exchanges. Each ESCert is equivalent to one metric ton of oil equivalent of energy (toe).
ESCerts shall be issued by MoP to the DCs who have conserved energy over and above their
consumption targets. The DCs who do not meet their targets may purchase the ESCerts equivalent to
their shortfall from the target from Power Exchanges (PXs).

Considering the experience of POSOCO (NLDC) as the Nodal Agency for the Renewable Energy
Certificate Mechanism, MoP, vide Order No. 10/4/2015 dated 05.01.2016, has assigned the function of
Registry of ESCerts to POSOCO. In this context, POSOCO is establishing the necessary framework
in consultation with BEE and CERC to discharge the functions under PAT Mechanism.

Trans-national Operation

POSOCO in its domain is also contributing in the formation of SAARC Grid for effective utilization of
resources among the neighboring countries. Presently, power is being imported from the generating
stations of Chukha, Tala and Kurichhu in Bhutan. Power has been allocated from these power stations
to Beneficiaries located in Eastern and Northern Regions of India. Also, power from Dagachhu Hydro
Power plant in Bhutan, is being sold in the Short Term Electricity market in India. Regarding
transaction with Bangladesh, power is exported through 400 kV Behrampur- Bheramara D/C line and
500 MW HVDC back-to-back at Bheramara. Govt. of India has allocated 250 MW (Gross) from
different stations of NTPC to Bangladesh and Bangladesh also purchases power through Medium
Term and Short Term arrangements. Transmission system augmentation to facilitate further 500 MW
interchange with Bangladesh is under active consideration. Power export of the order of 80-100 MW
from India to Bangladesh over 132 kV Surjamaninagar — Comilla D/C lines (changed at 132 kV)
commenced from 17" March 2016 in a radial manner.
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There are a number of 11 kV, 33 kV and 132 kV transmission lines between India and Nepal, and
bilateral power transaction takes place between the States in India (Bihar/UP) and Nepal in a radial
mode. With effect from 17" February 2016, export of 80-100 MW power from India to Nepal
commenced over 400 kV Muzaffarpur — Dhalkebar D/C line (charged at 132 kV) in a radial mode.
Also, cross border transactions in electricity between India and Myanmar through 11 kV Moreh
(Manipur, India) =Tamu ( Myanmar) started w.e.f. 8" April’ 16.

Development of Power Atlas

POSOCO had taken up the development of Power Atlas of India, in last year and the updated version
was released on 2" March 2016.The Atlas consists of Power maps of all states along with regional
and all-India maps. An interactive flash application was also updated as a part of the atlas which
allows display of much more details that can be accommodated in a paper map. Indication of latitude
and longitude in these power maps proved to be of great help during natural calamities and determine
as to which substations or transmission lines are likely to be affected.

Human Resources

POSOCO takes pride in attracting the best talent and grooming them to become the finest system
operators in the country. With a balanced mix of young and experienced, it is a progressive and
innovation oriented organization. POSOCO'’s value system is based on integrity of purpose, service to
the nation and a commitment to excellence. POSOCO took the initiative for Certification of System
Operators in the country by an independent agency as recommended in the report on ‘Manpower,
Certification and  Incentives for System Operation and Ring fencing of Load Despatch
Centers’ issued by Ministry of Power.

Interaction with International Fora

With the objective of benchmarking System Operation, POSOCO participated in the International
Benchmarking of Transmission System Operators conducted by TSO Comparison Group which is a
group of 14 international electrical transmission system operators.

Being one of the founder members of the group of GO15 comprising of the 18 largest international
power grid operators representing more than 70% of the world’s electricity demand and providing
electricity to 3.4 billion consumers on the 6 continents, POSOCO participated in the GO15 Governing
Body Meeting in Rome.

POSOCO has been actively associated with the activities pertaining to energy cooperation in the
SAARC region and the development of a SAARC Electricity Market and was represented at the Asian
Utility Week and Workshop on Renewable Energy Integration in Asia by USAID & USEA. Government
of India nominated a POSOCO official for the South Asia Sub-regional Economic Cooperation
(SASEC) 2025 Regional Consultation Workshop held at Singapore from October 14-15, 2015.
POSOCO was represented at the workshop for system operators on "Advancing the use of wind and
solar forecasting to facilitate the integration of variable renewable energy to the Grid" in Bangkok in
Feb’16.

In order to facilitate renewable integration of 175 GW by 2022, POSOCO participated in training
workshops and conferences on renewable energy and a technical paper was presented in the IEEE
PES Asia Pacific Power and Energy Engineering Conference Brisbane, Queensland, Australia
POSOCO also represented in the Indian delegation to 'Renewable Energy Week 2015, held in Berlin.
POSOCO officials were also nominated in the Capacity Building Programme for Integration of
Renewable Energy Sources into the Grid of Middle Management organized by NRPC in Jan’16.
POSOCO official participated in the CIGRE and EPRI Symposium "Grid of the Future" and presented
technical paper in the North American Synchrophasor Initiative (NASPI) whose mission is to improve
power system reliability and visibility through wide area measurement and control, by fostering the
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use and capabilities of synchrophasor technology. A joint technical paper with Bangladesh
counterparts was presented in the CIGRE International Symposium on Across Borders — HVDC
Systems and Markets Integration in May, ‘15 at Lund, Sweden. POSOCO official presented technical
paper in the CIGRE Canada Conference and ABB HVDC FACTS and Customer Technology Seminar
from 30th Aug. — 03rd Sept., 2015.

Indo German Energy Program — Green Energy Corridor Project (IGEN-GEC)

IGEN-GEC is being jointly implemented by the Ministry of New and Renewable Energy (MNRE) and
Deutsche Gesellschaft fur Internationale Zusammenarbeit (G1Z) GmbH. The assessment of the current
renewable energy sector development framework at the national level and at the state level has been
done. The Detailed analysis of the German experiences to foster higher share of renewables was also
undertaken. GIZ team further collected the opinions and knowledge from different stakeholders including
POSOCO for the development of power market design for higher share of renewables in phased
approach over a 15 year timeline with increased focus upon market transactions, Inter/intra state
deviation settlement mechanism, Ancillary services and control reserves and capacity markets.

Considering the target of 175 GW capacity of Renewable Energy (RE) generation by 2022, a detailed
Grid Integration study using production cost simulation software, PLEXOS, is being undertaken. These
studies are being conducted under Greening the Grid (GtG)/USAID — Ministry of Power programme. All
the RLDCs & NLDC under POSOCO, CEA, CTU, State Load Despatch Centres (SLDCs) of Rajasthan,
Gujarat, Maharashtra, Tamil Nadu, Karnataka & Andhra Pradesh are participating in this highly data
intensive study. The National Renewable Energy Laboratory (NREL) & Lawrence Berkeley National
Laboratory (LBNL), US are partners in this study.

There have been several visits to the National Load Despatch Center by foreign delegations under
training program by World Bank for Central Asian Countries. Also, under Indian Technical and
Economic Cooperation (ITEC) Programme which is a bilateral assistance programme of Ministry of
External Affairs (MEA), Government of India, there was a visit by 23 member delegation of system
operators from countries like Kazakhstan, Tanzania, South Sudan, Iran, Egypt, Myanmar, Uzbekistan,
Yemen, Nepal, Nigeria, Bhutan, Tajikistan, Estonia, Sri Lanka, Uganda and Cuba from TERI, Delhi. A
high level delegation from ADB visited NRLDC for discussion on Renewable Integration.

GRIDTECH, 2015

GRIDTECH, 2015 was organized at Pragati Maidan by POWERGRID in April'15, wherein POSOCO
also organised its own pavilion to showcase its functions, activities and advancements in Power
System Operation Technology. The exhibit also focused on the growing role of Renewable Energy in
the Power Sector in India. The pavilion saw keen interest from academicians, students and members
from the Industry alike.

CAPACITY BUILDING - A Continuous Effort

POSOCO is committed to create value proposition for its employees by developing a culture that
incubates innovation and excellence through capacity building and catalyzing. As an organization, it
focuses on contributing to an individual's functional proficiency and encouraging continued
professional development. POSOCO employees have participated at several national and
international fora, several papers have been written and presented on wide ranging topics pertaining
to Power System. Expert Audit Groups comprising of in — house resources had been formed to
enrich talent and for bringing harmony in RLDC operations. Training cost has been 2.36% of the total
employee expenses during the F.Y. 2015-16. POSOCO has achieved 6.8 average mandays of
training per employee during the year.

POSOCO has been regularly organizing the learning and development programs for capability
enhancement and perceives these capacity building activities as a continuous process. Till such time
CERC allows the use of LDC Development Fund for funding training of system operators, the
funding of the training expenses of state level load dispatch centers System operators is being met
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from the “Contingency Fund” in terms of the RLDC Fees and Charges regulation . The Mandate is to
ensure certification of all the System Operators of the LDCs at State, Region and National level for
‘Basic Level’ by 2015-16.

POSOCO organized several capacity building programme on Behavioural and Team Building skills
apart from knowledge based programmes to enable all-round development of employees.
Programmes on Experiential Learning, Creative Thinking, Spirituality, Yoga etc have been organized.
POSOCO has robust Industry-academia relationships with several leading academic institutes in the
country.

POWER SYSTEM TRAINING AND CERTIFICATION

POSOCO has been facilitating capacity building of system operators across the country. Programmes
on Basic Level Certification, Power System Reliability, Regulatory Framework, Renewable Energy,
Wind Energy Technology and Power System Economics were organized at PSTI Bangalore and
NPTI, Faridabad for System Operators from SLDCs, RLDCs and NLDC. Initiatives were taken for
organizing several new programmes during the coming years. These will serve to catalyse expertise
in the respective faculties of Power System and promote capability enhancement of faculty as a
whole.

So far, several certification exams have been coordinated by POSOCO both at Basic Level and
Specialist Level. These efforts have resulted in certification of 899 System Operators at Basic Level.
This includes 443 basic level system operators who have qualified from POSOCO. In addition, 138
System Operators have qualified the Regulatory Specialist course and 77 System operators who
have qualified the Reliability Specialist course. Overall, 52% of eligible employees had qualified to
become certified System Operators.

WELFARE ACTIVITIES

Several welfare initiatives were organized by POSOCO throughout the year. These included family
get-togethers, visit to old age home, shelter home for children, celebration of national festivals,
annual cultural events involving inter — RLDC competitions, etc. The events were enjoyed by
employees and their family members. POSOCO has focused extensively on employee health —
physical, emotional and spiritual. Health camps, both diagnostic and preventive, were organized
throughout the year. Health talks on variety of topics were also organized across all the regions.

Agrini Samiti, an association comprising of female employees and spouses of male employees in all
RLDCs and NLDC have organized events pertaining to women empowerment, social welfare and
creating awareness.

SWACCHTA PAKHWARA

POSOCO organised Swachh Bharat Pakhwara from 1st to 15th May 2016. The objective of
programme was to promote awareness about importance of cleanliness and hygiene. Pakhwara was
observed by all employees with enthusiasm and a spirit to make a difference.

As part of the fortnight long programme, a maiden recycling initiative was instituted, wherein the
housekeeping staff as well as the employees were imparted training how to segregate waste for
recycling and a greener and more sustainable future.

POSOCO also encouraged its employees to clean their desk and surrounding areas. This helped all
to stop and take a stock of their surroundings. All employees were given cleaning supplies, to clean
and organise their work station and develop a sustainable habit and make cleanliness an independent
individual initiative rather than depending on others
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POSOCO believes that to initiate change, it's important to start at the roots, which means the children.
A team from POSOCO visited Bal Sahyog, a shelter home for under-privileged kids, and also MCD
school in New Delhi, where competitions were organised for children on their understanding of
“Swachh Bharat”. The results were illuminating, and poignant. Children were also given items for
personal-hygiene.

RAJBHASHA RELATED ACTIVITIES

POSOCO is committed to implementation of Govt. of India’s Rajbhasha policy. Rajbhasha Activities
were organized all throughout the year to motivate employees and promote Rajbhasha . Hindi
Pakhwara was celebrated in all the RLDCs and NLDC wherein series of inspirational talks, seminars,
symposia and competition for employees were organized. Several workshops were also organized
throughout the year orienting employees to adopt use of Hindi in their routine work and especially
integrating Technology with Hindi usage. The minutes of Rajbhasha meetings and Rajbhasha
Karyanvayan Samiti are available on the website of the Company. An e-magazine in Hindi titled “Grid
Sanchalika” was also released during the year.

Circulation of Hindi newspapers is also being done to encourage Hindi reading and writing. To
provide further inspiration, employees are nominated for external Hindi training programs which
further educate & encourage the employees to work in Hindi. Besides this, a Hindi Library has also
been established for the employees, where around 200 books, 10 Hindi magazines on various topics
are available for the readers. List of Hindi Books are also available on the website.

Town Official Language Implementation Committee(TOLIC) has applauded the efforts made by
POSOCO for implementation of Rajbhasha.

Towards Implementation of Public Procurement Policy for Micro and Small Enterprises (MSEs)

The Public Procurement Policy for Micro Small and Medium Enterprises (MSME), issued vide D.O. No.

21(1)/2011- M.A. dated 25" April, 2012,mandates that 20% of the procurement of annual requirements
of goods and services by all CPSEs will be from MSEs.With effect from F.Y. 2015-16, the overall
procurement goal of minimum 20% has been made mandatory. Non-conforming Departments will be
required to provide reasons for the same to the Review Committee set up under the Policy.

Against the above mandate, POSOCO has made procurement of 29.13% from the MSEs owned
entrepreneurs for the FY 2015-16. Special Clause has been incorporated in bidding documents of
POSOCO for more participation of MSME vendors. In order to encourage participation, Bidders (MSEs)
registered with National Small Industries Corporation Ltd. (NSIC) are exempted from submitting Earnest
Money Deposit/Bid Guarantee to the extent of monetary ceiling specified as per the Enlistment
certificate/Competency certificate issued by NSIC.

Transparent Dealings and Vigilance Awareness

Good governance plays a very significant role in building the trust of the Stakeholders and eventually
in making an organization successful and sustainable. With this goal, POSOCO strives to focus
mainly on preventive Vigilance and achieve good governance by emphasizing transparency, integrity,
accountability, fairness, equity and adherence to rules, regulations and the laws of the land.

The Company uses technology in the form of e-payments, e-procurement, uploading of contract
documents as well as award details, etc. for preventive action and ensuring transparency.

The ‘Vigilance Awareness Week 2015’, under the theme “Preventive Vigilance as a Tool for Good
Governance” witnessed enthused participation of employees during which various competitions were
organized for the employees as well as for their family members. The employees also participated in
various workshops on Preventive Vigilance and on the RTI Act.

12



Awards and Accolades

During the F.Y. 2015-16, the performance of POSOCO has been recognized at various levels in the
form of awards and accolades in various categories.

POSOCO has consistently been rated ‘Excellent’ for its performance as per MoU signed with
POWERGRID, its Holding Company. The Company has also got “Excellent Rating” on the basis of
self — evaluation on the parameters of Corporate Governance in terms of the DPE Guidelines on
Corporate Governance for CPSEs.

Power System Operation Corporation Limited has been conferred the Award for ‘R&D Innovation’
and ‘Best Performing Company’ award by the India Today Group in Dec’15.

Governance Now has conferred the Award for ‘Consistent Growth and Adaptability’ to POSOCO in
Dec‘15.

POSOCO Team has won the Regional Round of the Times Ascent Engineering Mastermind, India’s
biggest Inter-Corporate Quiz for engineers for the years 2014 and 2015.

Right to Information

In order to promote transparency and accountability, an appropriate mechanism has been set up
across POSOCO in line with ‘Right to Information Act, 2005’. The Company has nominated CPIO/
Appellate Authorities at its Corporate Office and Regional Load Despatch Centres across the country
to provide required information to the citizens under the provisions of the RTI Act.

Performance Audit Report

The Performance Audit Report of POSOCO by the CAG was tabled in the Parliament in Aug’14.
Subsequently, the Committee on Public Undertakings (COPU) for F.Y. 2014-15 and F.Y. 2015-16
selected this report for detailed examination. The various queries raised by COPU were replied to by
POSOCO and POWERGRID. The COPU report was presented in  Feb “16 in both Houses of
Parliament. POSOCO has submitted the list of actions taken on the Committee on Public
Undertakings report.

Research & Development

The activities undertaken are discussed under the head Conservation of Energy, technology
absorption and Foreign Exchange Earnings and Outgo in Annex-lil.

Management Discussions and Analysis

In addition to the issues in the Directors’ Report, some issues have been brought out in the report on
Management Discussion & Analysis placed at Annexure-lI.

Corporate Social Responsibility

The Report on Corporate Social Responsibility (CSR) under Section 134 (3)(o) of the Companies Act
read with Rule 9 of the Companies (Corporate Social Responsibility) Rules, 2014 is enclosed at
Annexure-lI.

Conservation of energy, technology absorption, foreign exchange earnings & outgo

Particulars in respect of conservation of energy, technology absorption and foreign exchange
earnings and outgo as per the disclosure requirements under Section 134 (3)(m) read with Rule 8 of
The Companies (Accounts) Rules, 2014 are enclosed at Annexure-lil.
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Deposits

The Company has not accepted any deposits during the year as defined under the Companies Act,
2013 and the Rules made thereunder.

Particulars of Employees

As per Notification dated June 5, 2015 issued by the Ministry of Corporate Affairs, Government
Companies are exempted from compliance with the provisions of Section 197 of the Companies Act,
2013 and corresponding rules of Chapter Xlll. As POSOCO is a Government company, this
information has not been included as a part of the Directors’ Report.

Extract of Annual Return

The extract of Annual Return as required under Section 134 (3)(a) of the Companies Act, 2013 in
Form MGT-9 is enclosed at Annexure-IV.

Particulars of Contracts / Arrangements entered into with Related parties

The Disclosures of particulars of contracts / arrangements entered into by the Company with related
parties referred to in Section 188 (1) of the Companies Act, 2013 is enclosed at Annexure-V. Further,
attention of the members is drawn on Note No. 2.40 of the Financial Statements which sets out
Related Party Disclosures.

Comments of the Comptroller and Auditor General of India

The Comptroller and Auditor General of India (C&AG) has given ‘NIL’ comments on the accounts for
the year ended 31st March, 2015 under Section 143 (6) of the Companies Act, 2013. The Comments
are enclosed at Annexure-VI.

Corporate Governance

A Report on the Corporate Governance (Annexure-VIl), forming part of this report, together with the
Certificate thereon is given at Annexure-VIll of this Report. The details regarding the number of
Board / Committee meetings held during the year are contained in the Report on Corporate
Governance which forms part of this Report.

Secretarial Audit

In addition to F.Y. 2014-15, the Company had Voluntarily opted for Secretarial Audit for the FY 2015-
16 also. The Report on Secretarial Audit by M/s Agarwal S & Associates, Practicing Company
Secretaries is given at Annexure-IX of this Report.

The Secretarial Auditor has made the following observations during the course of Audit:

“‘Composition of the Board of the Company should be in compliance with the provisions of the
Companies Act, 2013 and DPE Guidelines on Corporate Governance and consequential compliances
thereof.”

The Management’s Explanation to the observation of Secretarial Auditor is as under:

Power System Operation Corporation Limited (POSOCO) being the wholly owned subsidiary of
POWERGRID, is a Government Company within the meaning of Section 2(45) of the Companies Act.
At present, one Independent Director from the Board of POWERGRID has been nominated on the
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Board of POSOCO in terms of the Articles of Association of POSOCO. In order to meet the
requirement of Section 149 of the Companies Act, read with the DPE Guidelines, the Company has
taken up the matter regarding appointment of one more Independent Director with the Ministry of
Power, Govt. of India. Once the appointment takes place, the composition of various Committee(s)
would also be aligned in terms of the provisions of the Companies Act as well as the DPE Guidelines.

Report under The Sexual Harassment of Women at Workplace (Prevention, Prohibition and
Redressal) Act, 2013

As per the requirement of The Sexual Harassment of Women at Workplace (Prevention, Prohibition &
Redressal) Act, 2013 (‘Act’) and Rules made thereunder, the Company has constituted Internal
Complaints Committees (ICC). No complaints were received by the ICC during the year.

Directors’ Responsibility Statement

Pursuant to the requirements under Section 134(3)(c) & (5) of the Companies Act, 2013 with respect
to Directors’ Responsibility Statement, it is hereby confirmed that:

i) In the preparation of the annual accounts for the year ended 31st March, 2015, the applicable
accounting standards have been followed along with proper explanation relating to material
departures;

i) The Directors have selected such accounting policies and applied them consistently and made
judgments and estimates that were 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;

ii) The Directors have taken proper and sufficient care for the maintenance of adequate accounting
records in accordance with the provisions of the Companies Act, 2013 for safeguarding the assets
of the Company and for preventing and detecting fraud and other irregularities;

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

v) The Directors had devised proper systems to ensure compliance with the provisions of all
applicable laws and such systems were adequate and operating effectively.

The requirement of Performance Evaluation of the Directors under Section 178(2) of the Companies
Act, 2013 has been exempted for the Government Companies vide Ministry of Corporate Affairs’
Notification dt. 5th June, 2015. Further, besides sitting fee paid to the Independent Director, no
remuneration is paid to any of the Directors on the Board of the Company.

Statutory Auditors of the Company

M/s J.C. Bhalla & Co., Chartered Accountants and M/s S.K. Patodia & Associates, Chartered
Accountants were appointed by C&AG as joint Statutory Auditors of the Company for the F.Y. 2015-
2016.

POSOCO’s Board and Key Managerial Personnel

In view of his superannuation from POWERGRID on 30.09.2015, Shri R.N. Nayak, CMD,
POWERGRID tendered his resignation as Chairman, POSOCO w.e.f. 30.09.2015. Shri I.S. Jha took
over as Chairman, POSOCO w.e.f. 01.10.2015. Further, Shri R.T. Agarwal tendered his resignation
as Director w.e.f. 16.03.2016.

In terms of Article 40(d)(v) of the Company, consequent upon the completion of his tenure in

POWERGRID on 15.01.2016, Dr. K. Ramalingam, who was nominated on the Board of POSOCO
from amongst the independent Directors on the Board of POWERGRID, ceased to be the Director of
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the Company w.e.f. 15.01.2016. Shri Jagdishbhai Ishwarbhai Patel was nominated as a Director in
place of Dr. K. Ramalingam. He was appointed as a Director of our Company w.e.f. 08.02.2016.

The Board placed on record the contributions made by Shri R.N. Nayak, Dr. K. Ramalingam and Shri
R.T. Agarwal as Directors and wished them good luck in their future roles.

Shri Major Singh, Chairperson, CEA was appointed as a Government Nominee Director w.e.f.
05.01.2016 and Shri Ravi P. Singh, Director (Personnel), POWERGRID was appointed as a Part —
time Director of our Company w.e.f. 29.02.2016.

As on 31.03.2016, Shri I.S. Jha, Shri Ravi P. Singh, Smt. Jyoti Arora, Shri Major Singh and Shri
Jagdishbhai Ishwarbhai Patel were on the Board of the Company.

In compliance with the requirements of Section 203 of the Companies Act, 2013, Shri S.K. Soonee,
CEO, Shri M.K. Gupta, CFO and Ms. Priti Chaturvedi, Company Secretary are the Key Managerial
Personnel (KMP) of the Company.

CEO / CFO Certification

As required under Clause 4.5 of the DPE Guidelines on Corporate Governance, the Certificate signed
by Shri S.K. Soonee, CEO and Shri M.K. Gupta, CFO was placed before the Audit Committee / Board
of Directors in the meeting held on 26.05.2016.

Declaration by Independent Director

The Company has received declaration from its Independent Director under Section 149(7) regarding
meeting the criteria of independence as provided in sub (6) of Section 149 of the Companies Act,
2013.
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Annexure-l to Directors’ Report

Management Discussion and Analysis

Indian Power Sector

The Indian power system is the fifth largest in the world and among the most complex. With an annual
electricity production of 1,031 billion units (BU), it is among the top five power consumers across the
globe, and the demand is expected to increase at a rapid pace in the near future. Growth in industrial
activities, population, economy, prosperity and urbanisation, along with rising per-capita energy
consumption are posing new challenges in the system operation.

For the last century, large power generators (hydro, nuclear, coal and gas) generated electricity that
was brought to consumers via a grid made of very high to extra high voltage transmission lines and cables
down to medium and low voltage distribution lines and cables. It was like a waterfall — with electricity
flowing in just one direction, from very high to progressively lower voltages. This situation is now changing
rapidly. A whole range of smaller units like cogeneration plants and renewable energy sources like wind
mills and photovoltaic panels.

Power or electricity is one of the most critical components of infrastructure affecting economic growth
and well-being of nations. The existence and development of adequate infrastructure is essential for
sustained growth of the Indian economy. The country has set an ambitious target of adding 175 GW of
renewable generation capacity by 2022. It includes Solar (utility-scale, distributed, off-grid/mini-grid — 100
GW), Wind (utility-scale — 60 GW), Small hydro (5 GW) and Bioenergy (10 GW). In this direction, an
analysis of the opportunities and barriers to rapid deployment of RE named "India's Renewable Electricity
Roadmap 2030" was carried out by NITI Aayog in February’15. Also, a high level Technical committee,
constituted by Ministry of Power, for Large Scale Integration of Renewable energy submitted its
recommendations in April’16. Several actions are being taken covering regulatory, transmission, system
operation and capacity building.

In order to facilitate grid integration of renewables at inter-state level, the CERC regulatory framework
for forecasting, scheduling and deviation settlement for renewables at inter-state level has been
implemented in November'15. At present, a total of about 40 MW of solar generation from 4 plants is
being scheduled by RLDCs at inter-state level. Model Regulatory Framework for Forecasting, Scheduling
and Imbalance Handling of RE generators at intra-state level was formulated by Forum of Regulators
(FOR).

With a large interconnected grid, meeting a peak load upto 150 GW, both primary and secondary
controls are essential components for reliable grid operation. Tertiary control i.e. manual change in the
despatching and unit commitment operates to restore the secondary control reserve, as loss of generator
may cause a system contingency that lasts for several hours.

With increasing penetration of variable and intermittent RE generation, there is a need for more
flexibility in the operation of conventional generation plants. The flexibility needs to be quantified,
measured and duly compensated for. CERC notified regulatory provisions in April 2016 for the technical
minimum for operation of Inter-State Generating Stations at 55% of Maximum Continuous Rating (MCR)
installed capacity. The compensation mechanism is linked to station heat rate. The detailed procedure is
under discussion.

In order to provide more opportunities to entities to trade and manage their portfolio in electricity
market, regulatory framework was formulated for 24 x 7 extended market session and operationalized by
both the Power Exchanges in July 2015. A preliminary review on the operation of Extended Market
Session for the period from July 2015 to January 2016 was undertaken and public hearing held in May,
2016. CERC observed that the results of the preliminary review are positive and in the long run,
availability of 24 x 7 power market is also expected to address the variability of renewable energy
generation, and in turn effectively integrate the infirm renewable generation sources.
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While large power plants deliver the exact amount of electricity scheduled to match the consumption,
these smaller units generate electricity either as a by-product (e.g. cogeneration) as per weather
conditions (solar and wind). Given the fact that these smaller units receive priority by law, the role of the
larger power plants is progressively reduced to fill the gap between consumption and the power generated
by these smaller units.

Challenges

POSOCO as a grid operator could entail certain risks which involves effective risk
management approach focused on ensuring a reliable and resilient electric grid that can
quickly recover and restore critical services to customers when power disruptions occur.

¢ Maintaining frequency within the stipulated Indian Electricity Grid Code (IEGC) band
without adequate primary response and secondary control has been challenging for
POSOCO.

e Uncertainties on account of load variations and Unmatched commissioning of new
generation and transmission projects

¢ Natural calamities and Sudden climate changes have direct impact on the Power system
operation

o Compliance monitoring of Grid with respect to CEA standards and CERC regulations for
ensuring the reliability and security of the grid in the absence of Grid reliability standards in
India.

e Thrust in the area of integration of renewables, variability and intermittency, forecasting,
scheduling, SCADA / telemetry, Commercial Mechanism implementation and Supply
management issues.

o Allocation of resources, Mentoring and Knowledge Management are major challenges
related to human capital management

e Attracting and retaining talent of existing manpower posing a major challenge and
identifying Training needs & re-training, Operator Certification, Domain knowledge,
Analytical abilities.

e Visualization tools and techniques for assessment of the power system, providing
situational awareness and taking remedial measures is a priority for the system operators.
IT Automation and Cyber Security tools have to be kept updated to the best international
practices.

o With a large RE penetrations balancing of load - generation during peak hours in the
absence of spinning reserves

o Forecasting is an essential prerequisite for scheduling of the RE generation. There is a
need for both centralized and de-centralized forecasting systems. The centralized forecast
is done by concerned System Operator primarily for grid security.

Resolving Operational Challenges

POSOCO as a system operator responsible for managing the All India electricity Grid, the
operational challenges in the real time grid operation and the measures for combating the
same are enumerated below:

- POSOCO has an onerous responsibility of operating the All India synchronous grid,
operating at the same frequency, one of the largest in the world, meeting a peak demand of
the order of 150 GW, through its five (5) Regional Load Despatch Centres (RLDCs) and the
National Load Despatch Centre (NLDC).
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CERC has notified the regulation for implementation of an Ancillary Services framework and
approved the detailed procedure for ancillary services operation in March 2016 by utilizing
the Un-Requisitioned Surpluses (URS) in Central Sector power stations and Ultra Mega
Power Projects (UMPPs) which are under RLDC'’s jurisdiction. This is providing fast tertiary
control. Meanwhile, CERC has notified on 13th October 2015, the roadmap for
operationalization of reserves in the country and POSOCO submitted a detailed procedure
and initiated the action for implementation of Automatic Generation Control (AGC) pilot
project in Northern Region. This would help in faster secondary control.

Outage coordination which includes construction related outages on the power system
elements and maintenance related outages at all India level is a paramount task. This is
being done by RLDCs/NLDC after a careful study and coordination with several utilities to
ensure reliable and secure grid operation. Nearly 50-80 transmission elements / bay
outages at 400 kV level and above are facilitated by RLDCs/NLDC every day.

With the increase in the complexity in Indian electrical power systems, POSOCO is handling
the challenges in system operation such as increasing penetration of Renewable Energy
(RE) generation, commissioning of new 660/800/1000 MW generating units, rapid expansion
of 765 kV systems in the country, newer HVDC links in the offing, small signal stability
issues, and also the expectations of stakeholders to get 24X7 power. More parallel AC
corridors are required both in upstream and downstream directions of inter — regional
corridors.

Northern Region AC interconnection with Western Region has been further strengthened
with the commissioning of two (Inter-regional) 765 kV Phagi - Gwalior circuits and one (intra-
regional) 765kV Phagi -Bhiwani circuit in August 2015. Due to that and also based on the
continuous evaluation of the power system and change in System Protection Scheme (SPS)
settings, transfer capability between Northern and Western Region has been increased
gradually.

Southern Region AC interconnection with Western Region has been further strengthened
with the commissioning of 765 kV Aurangabad — Sholapur D/C in Sep’ 15 and two nos. 765
kV Kolhapur-Kudgi circuits (charged at 400kV) (inter-regional) in November 2015. In addition
to that commissioning of upstream and downstream lines in WR & SR, the transfer capability
between Southern and Western Region has been increased gradually along with change in
the System Protection Scheme (SPS) settings.

Reliable and secure operation Indian National Grid necessitates the defense mechanisms
should be in place and regular reviews / healthiness of the same have to be done. As per
the recommendations by enquiry committee, international consultants have been appointed
to carry out the protection audit and review the protection settings in the country as well as
to study & review the existing computation methodology for TTC/ATC for planning and
operational horizon, existing defense mechanism, suggestion in regulatory framework and
review of the tuning of power electronic devices & their settings.

Low frequency oscillations (LFO) have also been observed in the Indian Grid. This feedback
has also been provided to the Central Transmission Utility (CTU) and Central Electricity
Authority (CEA).

With a vibrant electricity market in the country and the continuous pursuit of the distribution
utilities to scout for the cheaper sources of electricity anywhere in the country, pressure on
the transmission network is inevitable. A few transmission corridors get congested on
seasonal basis. In the planning horizon several transmission lines are envisaged to mitigate
this congestion. POSOCO through its operational feedback and discussion has persuaded
several transmission utilities to fast track certain projects so that the congestion is mitigated
quickly. This process has been very successful and has helped in slowly reducing the
congestion in the last three years.
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Managing power system in natural disasters such as earthquakes and cyclones has been
quite challenging in the last year. Earthquake in Nepal region in April 2015, Hindu Kush
region in October 2015 and North eastern part of India in January 2016 was an alarm for the
safety, security and reliability of Indian Grid. The immediate effects of such natural disasters
on the power system are system faults and loads throw off. This leads to high voltages and
frequency in the system which if not controlled may lead to cascade of failure. The proactive
and fast response from POSOCO has averted cascading failures in all the cases. Such low
probability high impact events bring out the need for a resilient grid and design of such a
resilient grid at the planning horizon itself.

Risk Management

System operation and electricity market operations entails various risks. The risks envisaged
and the measures taken to alleviate the same are brought out hereunder:

The first major risk that POSOCO faces is grid disturbances due to natural calamities and
unintended operation of protective systems. In the past year, POSOCO has faced situations in
real time grid operation where multiple line outages due to strong winds, cyclones, earthquake
and protective system mis operations have threatened grid security and reliability. These
multiple outages are generally not considered in planning horizon, placing enormous
challenges to the real time grid operator. POSOCO has regularly apprised the system
planners (CEA and CTU) and the Central regulator through operational feedbacks and in
some cases have also filed petition.

Quick detection of such unintended operations, taking up with the concerned utilities through
discussion in the Regional Power Committees (RPCs) followed by implementation of remedial
measures are the ways in which POSOCO mitigates this risk.

The second maijor risk that POSOCO faces is the varying objectives of the electricity market
players. The day to day operation of POSOCO is generally governed by the provisions of
Electricity Act 2003, CERC Regulations & Procedures and CEA Regulations & Standards.
These statutory documents may still be interpreted differently by different players and since
the RLDCs/NLDC need to take decisions in real time, some parties could feel aggrieved with
the RLDC’s decision and approach the CERC or higher courts leading to commitment of
resources by POSOCO.

POSOCO is informing the policy makers and regulators upfront in such cases and seeking
necessary advice. Further, the decisions are taken in a transparent fashion with due
communication to stakeholders. This mitigates the risk to a large extent.

The third major risk that POSOCO faces is on account of business processes which are
required to keep pace with the reforms. With the growth of electricity markets in India, the day
to day business processes have become complex and more data intensive. New
responsibilities are being assigned to POSOCO by the policy makers and regulators.
Information Technology (IT) plays a key role. Since off-the-shelf solutions are rarely available
in this area, solutions either need to be developed in-house or through vendors in a time
bound fashion.

Any delays or failure in implementation of such software development projects would affect the

reform process and attract regulatory scrutiny. Such risks are sought to be mitigated through a
combination of in house development of software and through vendors.
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Outlook

Power systems have continued to evolve from isolated, small grids to integrated grids and
national markets. Economic growth is an important factor in electricity demand growth. The
existence and development of adequate infrastructure is essential for sustained growth of the
Indian economy. Given the recent renewable energy policy and the scale of current
commitments, balancing the load and generation would be a paramount task in the Indian
power system. Although there is no doubt that centralized and decentralized generation will
co-exist in the future, nobody knows what the balance and outcome will be. This context
induces a major uncertainty for an industry characterized with assets having a lifetime
between 25 and 50 years. The addition of 175 GW (100 GW solar and 75 GW wind) as per the
GOl initiative would pose a challenge and requires fast ramping up of conventional generators
during peak hours.

Reliable and secure operation of large electricity grids like that of India necessitates that
reserves and flexibility in generation that are available in the system all the time to handle
contingencies in the grid. Generation reserves and flexibility in the generation is further more
relevant in the context of intermittent generation like wind / solar which are going to be more in
future as per the GOI policy. Implementation of Primary control and secondary control would
be necessary to achieve the same. Regulatory support is required to incentivize for
maintaining and deploying these reserves by the generators. Pumped Storage Plants also play
an important role as flexible generation resource in providing peaking power and maintaining
system stability and needs to be encouraged & incentivized.

With changing load profile, and addition of large generator capacities (above 660 MW),
flexibility in the existing fleet of conventional generation is to be used to facilitate integration of
renewable. As more RE generating capacity is added, increasingly different net load shape
takes place. Net load — the total electric demand in the system minus RE generation —
represents the demand that must be met with other dispatchable sources such as natural gas,
hydropower, and imported electricity from outside the system. Regulatory support is required
to incentivize flexibility of conventional generation sources for meeting Net load. The
regulations should compensate the conventional generator for partial operation and start up
and stop costs so that it can flex the generation.

There is a need for robust scheduling, accounting, metering and settlement procedure in all
the states and implementation of Intra-state deviation settlement mechanism to control inter-
change by changing generation and load.

Presently, Power exchange provides opportunity for buying and selling on day-ahead basis as
well as extended market session which was approved by CERC on April, 2015. The same was
implemented by power exchanges in July 2015. Intra-day / day ahead (24x7) Market sessions
as directed by CERC (three hours delivery period) provide a platform for selling surplus power
or buying power needs to be implemented when in deficit. 5% reserve capacity in generating
plants as per the National Electricity Policy may be useful for providing liquidity in the
electricity market.

Transmission corridors for evacuation of power from Renewable Energy — rich states through
the established process of coordinated transmission planning are being developed. In India we
have the advantage of a large grid integrated by high capacity transmission corridors.

Advancements in technologies and products are changing the way energy is generated,

transmitted and stored, and how consumers make decisions about their energy use. Some of

these technologies and products are available today, while others are in development. Some

transform how consumers manage their use, others change with the way the distribution and

transmission systems interact, and some may drive changes we cannot anticipate today.
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While these developments could present challenges for operating the grid, POSOCO sees
them as opportunities. POSOCO is committed to advancing changes that will make our
electric system more secure and sustainable for the development of power sector will ensure
India’s march towards inclusive growth. Electricity markets enable change while reinforcing
reliability. Transparent prices reflect market fundamentals, which increasingly are driven by
market forces such as efficiencies, sustaining new technologies and accelerating changes in
an industry that has long remained stable in its operations.

Financial Discussion and Analysis

System Operation and Market Operation charges comprising of RLDC Fees and Charges are
recognized on the basis of fees and charges approved by Central Electricity Regulatory
Commission(CERC) and further adjustment made for truing up. Charges towards projected
capital expenditure are restricted to charges based on actual capital expenditure.

Tariff Norms

Our charges for System operation and Market operation are governed by tariff norms
determined by the Central Electricity Regulatory Commission (“CERC”). The CERC has vide
its notification dated 18™ May, 2015 notified the tariff regulations for determination of revenue
from fees and charges applicable for RLDC and NLDC for the tariff block 2014-19 which shall
remain in force from 01.04.2014 to 31.03.2019. Under the tariff regulations applicable for the
tariff block 2014-19, we are permitted to charge our customers System and Market operation
charges for recovery of Annual Charges consisting of components — Return on equity, Interest
on loan capital, Depreciation, Operation and maintenance (excluding human resource)
expenses, Human resource expenses, NLDC charges and corporate office expenses, and
Interest on working capital.

The return on equity is computed by grossing up the base rate of return on equity of 15.5%
with the effective tax rate of the respective financial year.

Depreciation is calculated on Straight Line Method and at the rates specified by CERC in the
Regulation.

The Operation and maintenance expenses and Human resource expenses are allowed on
actuals based on audited balance sheet.

Interest on Working capital consists of one month Operation and maintenance expenses,
Human resource expenses, NLDC charges, and receivables equivalent to two months of
annual charges as approved by the commission.

Foreign Exchange Rate Variation is recovered directly by the RLDCs from the users.

As per CERC Regulation 2015, each RLDC shall refund the additional recovery of Fees &
Charges over the revenue recognized (truing-up liability), to the users on yearly basis by
September of the following year w.e.f. Financial Year 2014-15. However it is further to be
adjusted on truing-up by CERC .

NLDC has been designated as ‘Central Agency’ by CERC for REC mechanism. As the
Company is responsible for discharging the functions of NLDC, it is required to maintain books
of accounts pertaining to REC Mechanism also. Accordingly, the Assets and Liabilities of REC
Mechanism have been merged with the company’s books of accounts with the concurrence of
Central Electricity Regulatory Commission (CERC). The profit earned is transferred to separate
REC Fund under Reserves and Surplus.
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CERC vide notification dated 9" June 2014 has notified PSDF Regulations for
operationalization of Power System Development Fund. The NLDC has been designated as
Nodal Agency for implementation of PSDF. The balances in the Regulatory Pool A/c operated
by RLDCs’ and NLDC are transferred to PSDF. The Disbursement of funds to the entities is
done in accordance with guidelines after approval of the demand of grants by Government of
India and release of fund by Ministry of Power.

Comparison of Fiscal 2016 to Fiscal 2015

Revenue from Operations

Gross Billed Revenue for the Current Year remains same as 3212.65 Crore as compared to
revenue for F.Y.2014-15, since CERC vide order dated 05.05.2014 against the Petition No.
80/MP/2014 has directed NLDC and RLDCs to continue to bill and recover monthly fees and
charges at the rate as applicable for the month of March’14 till further orders for the control
period 2014-19. The Truing-up orders for control period 2009-14 pertaining to Fees and
Charges has been issued in the current F.Y.2015-16. The CERC Regulation 2015, has also
modified basis for reimbursement of HR expenses, Return on Equity etc., and changes in
STOA Regulation had resulted in decreased Revenue from Operation by 332 Crore (¥165.08
Crore in F.Y.2015-16 as against ¥197.08 Crore in the F.Y.2014-15). Truing-up liability also
increased to X77.75 Crore in the current F.Y.2015-16 as compared to 356.94 Crore for the
F.Y.2014-15.

Other Income

The Company’s other income was 366.57 Crore for the F.Y.2015-16 as against the other
income of ¥52.94 Crore for the F.Y.2014-15.

Depreciation

The depreciation has been provided on Straight Line Method at the rates and methodology
specified in the norms notified by CERC for the purpose of recovery of RLDC Fees and
Charges. With effect from 01/04/2015 (effective date of CERC Regulations, 2015), useful life
has been worked out prospectively based on unamortized balance of such asset on the basis
of the rate of Depreciation specified by CERC except for End user devices, such as Desktop,
Laptop etc. which have been depreciated @ 20% and 25% respectively based on estimated
useful life as evaluated by management. Mobile Phones are charged off in the year of purchase.
Depreciation charged in the F.Y.2015-16 is 9.43 Crore (In FY.2014-15 it was ¥7.94 Crore).
Depreciation charge has increased due to capital expenditure incurred on replacement of
SCADA System.

Profit before Tax

The Company’s profit before tax in F.Y.2015-16 was ¥81.23 Crore as against ¥79.71 Crore in
F.Y.2014-15 (including REC Gross Surplus of ¥1.06 Crore, previous year 33.30 Crore).
Profit after Tax

The Company’s Profit after Tax in F.Y.2015-16 was ¥55.55 Crore as against ¥48.04 Crore in
F.Y.2014-15 (including REC Nett. Surplus of ¥0.69 Crore, previous year 32.18 Crore).

Load Despatch Centre Development Fund (LDCD Fund)

The LDCD Fund balance was decreased by %¥2.58 Crore as on 31.03.2016 to ¥156.38 Crore
(Previous Year ¥158.96 Crore).LDCD Fund of ¥78.49 Crore is accrued (gross) in LDCD Fund
out of Gross Income for the F.Y.2015-16. This includes Return on Equity, Interest on Loan and
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Depreciation amounting to ¥7.23 Crore and Other Income amounting to ¥71.26 Crore. The
fund has been utilised towards Training 30.53 Crores, , One-time Grid Security Consultancy
%1.70 Crore, Corporate Social Responsibility ¥1.90 Crore, R&D Exp. %0.21 Crore, Income Tax
of 23.13 Crore, dividend of ¥5.78 Crore (including dividend tax) & CAPEX %39.04 Crore
resulting in net accretion of 36.20 Crore to LDCD Fund for F.Y.2015-16.

“Truing-up orders for the Block 2009-14" for the F.Y.2009-10 to 2013-14 and “CERC (Fees
and Charges of RLDC) Regulations, 2015” for the F.Y.2014-15 has resulted in to net decrease
in LDCD Fund by X 8.78 Crore and the same is adjusted during the F.Y.2015-16.

Selected Balance Sheet Items

Fixed Assets

The Company’s Net Fixed Assets as on 31st March, 2016 were 382.51 Crore as against 336.43
Crore as on 31st March, 2015. The increase in Fixed Assets consists mainly of SCADA
Hardware and Software.

Loans and Advances

POSOCO’s Company'’s total loans and advances (short term and long term) as at 31st March,
2016 were 3244.54 Crore against ¥149.16 Crore in the F.Y.2014-15. The increase is mainly on
account of normal transactions during the course of business.

Other Current Assets

Other current assets as on 31st March, 2016 were %¥23.84 Crore against 321.24 Crore as on
31st March, 2015. It includes accrued interest on flexi deposits with banks and unbilled
revenue related to March billing of RLDC Fees and Charges for the current financial year billed
in April 2016.

Sundry Debtors
Sundry Debtors as on 31st March, 2016 were ¥9.00 Crore against ¥13.77 Crore as on 31st
March, 2015. The realization of billed RLDC Fees & Charges is about 95.77%.

Unsecured loan
There is no significant amount of unsecured loan as on 31.03.2016.

Other Current liabilities

The company’s other current liabilities including provisions as at 31st March, 2016 were
%982.22 Crore as against ¥737.38 Crore as on 31st March, 2015. It includes Advance from
STOA Customers amounting to 3271.67 Crore and undisbursed grant received from GOI “PSDF
Disbursement” amounting to ¥233.61 crore & amount payable to GOI “Collection Account”
amounting to ¥246.13 Crore (Considered for the first time in line with amendment in PSDF
Regulation).

Other Long term liabilities

The other long term liabilities of POSOCO as on 31st March, 2016 Y48.54 Crore mainly
comprising of Retention Money/ Deposits on ongoing contracts and Holding Company
transactions.

24



Contingent liability

1) The Contingent liability towards Demand of Rent for the office and staff quarters
accommodation raised by the WRPC, Mumbai till date is ¥11.03 Crore (Previous Year ¥9.03
Crore), which was disputed by the company and company has sought for the transfer of the
ownership of office accommodation and residential quarters before the Ministry of Power,
Govt. of India. However, no decision has come so far.

2) The contingent liability pertains to the disputed Income Tax demand:

In respect of Assessment Year 2011-12, and 2012-13 the Company has filed an appeal with
Income Tax Appellate Tribunal(ITAT) against the order of CIT (Appeals) for disallowing
interest on borrowing of ¥0.32 Crore for AY 2011-12 and cash rebate to customers of 20.09
Crore for the AY 2012-13. AO-IT Deptt. has also filed an appeal with ITAT against the order of
CIT (Appeals) for disallowing the additions made by him i.e. for ¥1973.33 Crore for the AY
2011-12 and X1110.36 Crore for the AY 2012-13. The additional tax liability of ¥879.29 Crore
for the AY 2011-12 and 3486.26 Crore for the AY 2012-13 shall be dependent on the order of
ITAT. No provision has been made in books of account for this amount.

In respect of Assessment Year 2013-14 a demand of 3496.86 Crore have been raised by the
assessing officer under section 143(3) of the Income Tax Act 1961. The company has
preferred an appeal before Ld. CIT (A) against the assessment order, which is pending. The
company is hopeful that the demand will be deleted since for Assessment year 2011-12 and
2012-13 in company’s own case on same issue relief was allowed by CIT (A). Hence no
provision has been made for tax demand.

Cash Flows
(R in Crore)
Year ended
March 31
2016 2015
A) Net cash from operating activities 217.06 336.98
B) Net cash (used in) investment activities 18.21 4.16
C) Net Cash from Financing activities (21.53) (41.22)
D) Net change in Cash and Cash equivalents (A+B+C) 213.74 299.92
E) Cash and cash equivalents at the beginning of the year 768.44 468.52
F) Cash and cash equivalents at the end of the year (D+E) 982.18 768.44

Net Cash from Operating Activities

The operating profit before working capital changes was ¥34.87 Crore. However, the net cash
inflow from Operating activities of ¥217.06 Crore is mainly on account of Advance from STOA
Customers and undisbursed grant received from GOI “PSDF Disbursement” & amount payable
to GOI “Collection Account” The above is considered for the first time in line with amendment
in PSDF Regulation.

Net Cash from Investing Activities

Net Cash from Investing activities of 18.21 Crore includes expenditure of 314.86 Crore in
CWIP towards purchase of SCADA equipment & associated civil works for installation of new
SCADA equipment, ¥10.09 in other Assets and receipt of Interest on Bank Flexi Deposits
amounting to 342.99 Crore.
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Net Cash from Financing Activities

A sum of ¥18.44 Crore has been utilized for payment of final dividend and dividend tax for the
F.Y.2014-15). The finance charges is ¥3.09 Crore.

Internal Control

Internal control mechanism is in place in POSOCO to verify the Accounting and Financial
Management System, adequacy of controls, material checks, financial propriety aspects and
compliance implementation mechanism. The elaborate guidelines for preparation of
Accounts are followed consistently for uniform compliance. In line with the provisions of
the Companies Act, the Internal Auditors were appointed by the Board of Directors. Regular
and exhaustive Internal Audit on half yearly basis is carried out by the experienced Cost/
Chartered Accountant firms. The scope of the Internal Audit is derived from the Internal Audit
Plan approved by the Audit Committee. The Audit Committee meets at regular intervals and is
informed of compliance with internal control mechanism. The significant/ material audit
findings are placed before the Audit Committee for review, discussion and subsequent
action.

Risk Management Procedure

The Enterprise Risk Management Policy & Procedures of POWERGRID is being followed by
POSOCO.

Cautionary Statement

Statements in the Management Discussion and Analysis and Directors’ Report describing the
Company’s objectives, projections and estimates, are forward-looking statements and
progressive within the meaning of applicable laws and regulations. Actual results may vary
from those expressed or implied, depending up on economic conditions, Government Policies
and other incidental factors. Readers are cautioned not to place undue reliance on the forward
looking statements.

For and on behalf of Power System Operation Corporation Limited

N

-ﬁi’ﬁ?@j__
e = C

(1.S. Jha)
Chairman

Date: 31.08.2016

Place: New Delhi
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Annexure-ll to Directors’ Report

Annual Report on CSR activities

Brief outline of the Corporate Social Responsibility (CSR) Policy

POSOCO believes that the true measure of growth and progress is best echoed in the impact that the
company makes to the lives of people. POSOCO has always endeavoured to ensure that the activities taken
up under CSR are effective and positively contribute in the bettering the lives through environmental
sustainability , educational and health related initiatives. For smooth execution of the activities taken up by
the company, a CSR policy has also put in place. Activities taken up by the company are in synchronism
with the schedule-VIl of the Companies Act 2013. CSR policy of the company is available on company’s
website (http://posoco.in/WebsiteData/CSR/CSR_Policy.pdf)

Salient points of the CSR Policy:

» CSR policy of POSOCO has been framed in accordance with the provisions of the Companies Act,
2013 which are effective from 1st April, 2014.

» Policy mentions allocation of the budget for CSR activities as two percent of the average net profits of
the Company made during the three immediately preceding financial years shall be earmarked every
financial year for implementation of CSR activities.

» Administrative set up for CSR mentioning Role of Directors, constitution of Board level CSR Committee
and its functions, constitution of below Board level Management Committee and its functions are part of
the Policy.

The identification of the CSR activities to be undertaken and the activities not allowed under CSR has
been covered.

Mode of execution of the activities covering aspects like selection of the specialized agencies,
collaborate with other Corporations/Companies, allocation of budget in advance etc. have been defined.
Policy cover aspects like monitoring, documentation, reporting also.

1. Overview of the CSR projects undertaken during FY 2015-16:

(i) Providing Solar Home Lighting Solutions in the backward areas of the country.

» Concept: The project was envisaged to improve quality of life in rural areas by providing clean and
affordable lighting.

» Target Area: Un-electrified villages of Ri-Bhoi district in Meghalaya.

» Benefits provided under the scheme: Rural households in remote un-electrified villages were
provided with Solar Home Lightning System (SHLS). The SHLSS system comprises 2 light points of
2W each and a mobile charging point. The system can sustain a daily load of basic household
energy needs i.e. light for 5 hours, mobile charging for 2 hours. For the purpose of mobility, the
SHLS also include a solar lantern (1 W) that the community can use to do chores outside their
homes.

(ii) Procurement of Renewable Energy Certificates

REC mechanism views the electricity generated from renewable sources as composed of 2 benefits —
one the power generated and second is the environmental attribute with the ‘renewability’ of this power.
Second part known as REC is traded in the energy markets of India.

27



As REC mechanism promotes renewable sources for energy requirements, procuring RECs act as a tool
for sustainable development of the society. 1588 Non-Solar and 692 no. of Solar REC's were procured
during the year.

(iii) Promoting research and studies related to Power Systems in the engineering institutions to
encourage excellence in the area

» Concept: These awards have been instituted to encourage excellence in the area of Power
Systems by awarding the new research in the related fields.

»  Target Area: Students of Doctoral and Master Category from technical institutions across the
country.

> Encouragement under the scheme:

25 candidates in Masters’ and 25 candidates in Doctoral category were encouraged under this
scheme though prize money for shortlisted research works. Research works were shortlisted by a
seven member expert committee comprising of the eminent members from Industry and Academia.

(iv) Setting up of Toilets in Govt. Schools

This activity was taken up in Meghalaya in North-Eastern Region. Scheme covered 15 Govt. schools in
Shillong, Meghalaya. One Toilet per School with each school consisting of two W/Cs and two Urinals
were constructed under this scheme.

2. The Composition of the CSR Committee

Shri I.S. Jha, Chairman — Chairman of the Committee
Shri Jagdishbhai I. Patel, Independent Director— Member
Shri Ravi P. Singh, Director — Member

Note:

- Shri R.N. Nayak was Chairman, CSR Committee upto 30.09.2015. Thereafter, Shri |.S. Jha took over as
Chairman, CSR Committee consequent upon his elevation as Chairman, POSOCO w.e.f. 01.10.2015.

- Dr. K. Ramalingam, Independent Director was the member of the CSR Committee till 15.01.2016. Thereafter
Shri Jagdishbhai I. Patel was nominated as a member of the CSR Committee w.e.f. 08.02.2016.

- Shri Ravi P. Singh was nominated as a Member of the CSR Committee w.e.f. 30.03.2016.

- Shri R.T. Agarwal ceased to be a Member of the CSR Committee w.e.f. 16.03.2016 in view of his resignation
as a Director of the Company.

3. Average net profit of the company for last three financial years.

Net Profit FY 2012-13: ¥124.17 Crore

Net Profit FY 2013-14: . 84.47 Crore

Net Profit FY 2014-15: ¥76.41 Crore

Average Net Profit for last three financial years: ¥95.02 Crore

4. Prescribed CSR Expenditure (two per cent of the amount as in item 3 above): ¥1.90 Crore

5. Details of CSR spent during the financial year

(a) Total amount to be spent for the financial year : 31.90 Crore
(b) Amount unspent, if any : Nil
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(c) Manner in which the amount spent during the financial year is detailed below:
(X in Lakh)
Sl | CSR Projects Sector State and Project Amount spent Cumulative |Direct or through
no | identified district of wise Direct Overhea Exp agency*
Project outlay | Exp ds
coverage
1 |Providing Solar
Home Lighting Environmental Meghalaya,
Solutions in the S L Ri-bhoi 49 44 .40 4.60 49.00 |Through agency
ustainability e
backward areas of District
Meghalaya
2 |Promoting Research
and Studies in the
field related to
Power Systems in Promotin
the engineering Eq 'ng Pan India 40 29.11 3.75 32.86 |Through agency
S ucation
institutions to
encourage
excellence in the
area
3 Promoting
Setting up of Toilets | preventive I\S/Ir?iﬁgsla_ya,
in Govt. Schools in | health care East Kﬁ i 60 56.02 3.98 60.00 |Through agency
Meghalaya and H?S as
L ills
sanitation
4 [Rrogurement of 53212‘.’2;"5&?' Local Area | 40 | 4827 | 0 48.27 Direct
5 |Other supporting
activities like
training, evaluation, 1 0.1 0 0.10
etc.
Total 190 190.23

* Implementing Agencies:

Activity at S.N. 1:

The Energy and Resource Institute (TERI), Darbari Seth Block, IHC Complex, New Delhi

Activity at S.N. 2: The Foundation for Innovation and Technology Transfer (FITT)- A unit of IIT Delhi
Activity at S.N.3: Meghalaya Govt. Construction Corporation Limited (A Govt. of Meghalaya Undertaking)

Responsibility Statement:

Implementation and monitoring of CSR Policy is in compliance with the CSR
objectives and Policy of the company.

Chief Executive Officer

Date: 31.08.2016

Place: New Delhi
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Annexure-lll to Directors’ Report

Particulars reqarding Conservation of Energy, Technology absorption and Foreign Exchange Earnings
and Outgo

Conservation of Energy:

POSOCO'’s facilities are spread over six control centres located at Mumbai, Delhi (NLDC and NRLDC), Kolkata,
Bengaluru and Shillong. Electricity consumption is one of the major items of expenditure. involving an annual
outgo of INR 43.3 million in F.Y. 2015-16. Conservation of energy is therefore an imperative for POSOCO. Most of

POSOCO’s facilities are housed in old buildings owned by the Govt. of India and changes in the basic structure of
the building with a view to minimize the electricity consumption are limited.

Energy audit was carried during the years 2011 to 2013 in all the Regional Load Despatch Centres (RLDCs) of
POSOCO and the recommendations in this regard are progressively being implemented in a phased manner
covering lighting, air conditioning system, etc. The existing lights have been replaced by LED bulbs, particularly in
the control room applications which function in a 24x7 environment. The existing decade old AC plants etc. are
progressively under replacement. POSOCO has also received ISO 14001:2004 Certification towards Energy
Management System

NLDC as the Central Agency for Renewable Energy Certificates (RECs) is also looking towards encouraging
voluntary buyers of RECs. During F.Y. 2015-16, POSOCO has purchased 692 nos. of solar RECs and 1588 nos.
of non-solar RECs with a total value of INR 4.8 million. (1 REC=1000 units of electricity). A 10 kWp rooftop Solar
Photo Voltaic (SPV) system connected to the grid was commissioned at NRLDC on 26th November, 2013 and
generated 12427 kWh in F.Y. 2015-16.

Technology absorption

Efforts are being made to enhance the capabilities in system simulation through use of new software tools at all
the RLDCs/NLDC. Periodic training through vendors as well as interaction with worldwide experts in the area is
being regularly arranged at POSOCO.

Research and Development (R&D)

In accordance with the DPE guidelines and the MoU for the F.Y. 2015-16, the following study schemes were taken
up by POSOCO:

i) Medium to long term outlook of Power demand for select large states based on quantitative/statistical
analysis of last 5-7 years. The study focused on a study of load factor trends for different states, regions and
All - India since 2008-09 and the signals which these trends indicate as far as demand growth, saturation,
electricity coverage etc. are concerned. This study report with title “Electricity Load Factor in Indian Power
System” was released in January’16.

ii) Large scale renewable integration study-Forecasting, Scheduling, Ramping and Balancing requirements.
The study focused on the need for flexibility of conventional generation resources to handle Renewable
Energy (RE) generation in the coming years and the actions required to be taken .This study report titled
“Flexibility Requirement in Indian Power System” was released in January’ 16

Both the above reports published by POSOCO are available in the public domain for benefit of researchers
as well as other stakeholders.

Foreign Exchange earnings and outgo:

(R in crore)
Foreign Exchange earning NIL
Foreign Exchange outgo
(i) Repair and Maintenance 0.14
(i) Foreign Travel 0.56
(i) Others 0.80

For and on behalf of Power System Operation Corporation Limited

[l

‘ (1.S. Jha)
Chairman

Date: 31.08.2016
Place: New Delhi
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Annexure-IV to Directors’ Report
Form No. MGT-9
EXTRACT OF ANNUAL RETURN as on the financial year ended on 31.03.2015

[Pursuant to section 92(3) of the Companies Act, 2013 and rule 12(1) of the Companies
(Management and Administration) Rules, 2014]

|. REGISTRATION AND OTHER DETAILS:

i) CIN : | U40105DL2009G0I1188682

i) Registration Date : | 20.03.2009

iii) | Name of the Company Power System Operation Corporation

Limited

iv) | Category / Sub-Category of the Company Limited by shares / Union
Company Government Company

v) Address of the Registered office and 1* Floor, B-9, Qutab Institutional Area,
contact details Katwaria Sara, New Delhi— 110 016

vi) | Whether listed company Yes / No

viii) | Name, Address and Contact details N.A
of Registrar and Transfer Agent, if any

Il. PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY

All the business activities contributing 10 % or more of the total turnover of the company
shall be stated:-

Sl. Name and Description of main NIC Code of the % to total turnover of
No. | products / services Product/ the company

service
1 Revenue from System Operation | 35107 78.10%

and Market Operation
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I1l. PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE COMPANIES

S. | Name and Address of CIN/GLN Holding/ % of Applicable
No. | the Company Subsidiary | shares | Section
/ Associate | held

1. Power Grid Corporation | L40101DL1989GOI0 | Holding 100% Section 2(46)
of India Limited 38121 read with
B-9, Qutab Institutional Section 2(87)
Area, Katwaria Sarai, of the
New Delhi—110 016 Companies

Act, 2013
\

IV. SHARE HOLDING PATTERN (Equity Share Capital Breakup as percentage of Total Equity)

(i) Category-wise Share Holding

Category of
Shareholders

No. of Shares held at the
beginning of the year

No. of Shares held at the
end of the year

%
Change
during
the
year

Demat

Physical

Total

% of
Total
Shares

Demat | Physical Total

% of
Total
Shares

A.
Promoters

(1) Indian

a)
Individual/HUF

b) Central
Govt

c) State
Govt(s)

\

d) Bodies
Corp.

NIL

30640000

30640000

100%

NIL 30640000 | 30640000

100%

NIL

e) Banks / FI

f) Any Other....

Sub-total (A)
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(1):-

2) Foreign

a) NRis -
Individuals

b) Other -
Individuals

c) Bodies Corp

d) Banks / Fl

e) Any Other....

Sub-total (A)
(2):-

\

Total
shareholding
of Promoter
(A) =
(A)(2)+(A)(2)

NIL

30640000

30640000

100%

NIL

30640000

30640000

100%

NIL

B. Public
Shareholding

1.Institutions

a) Mutual
Funds

NIL

b) Banks / FI

c) Central Govt

d) State
Govt(s)

e) Venture
Capital
Funds

f) Insurance
Companies

g) Flls

h) Foreign
Venture
Capital Fund

i) Others
(specify)

Sub-total
(B)(1):-

2. Non-
Institutions

a) Bodies Corp.

i) Indian

ii) Overseas
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b) Individuals

i) Individual
shareholders
holding
nominal share
capital upto
Rs. 1 lakh

ii) Individual
shareholders
holding
nominal share
capital in
excess of Rs 1
lakh

c) Others
(specify)

Sub-total
(B)(2):-

Total Public
Shareholding

(B)=(B)(1)+(B)(2)

C. Shares held
by

Custodian for
GDRs & ADRs

Grand Total
(A+B+C)

NIL

30640000

30640000

100%

NIL

30640000

30640000

100% | NIL

(iij)Shareholding of Promoters

| Shareholder’s Name Shareholding at the Share holding at the end % change in
No. beginning of the year of the year shareholding
during the
year
No. % of %of No. % of %of
of Shares total Shares | of total Shares
Shares | Pledge | Shares Shares | Pledged /
ofthe | d/ of the | encumbe
comp | encum compa | redto
any bered ny total
to total shares
shares
1 Power Grid Corporation | 30639994 | 100% | NIL 30639994 | 100% | NIL NIL
of India Limited
2. Shri I.S. Jha 01 - NIL 01 - NIL NIL
3. Shri R.N. Nayak 01 - NIL 00 - NIL -
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4. | ShriR.P. Sasmal 00 - NIL 01 - NIL -
5. Shri Ravi P. Singh 00 - NIL 01 - NIL -
6. Shri R.T. Agarwal 01 - NIL 01 - NIL NIL
7. Shri S.K. Soonee 01 - NIL 01 - NIL NIL
8. | Shri Oommen Chandy 01 - NIL 01 - NIL NIL
9. | Smt. Divya Tandon 01 - NIL 00 - NIL -
TOTAL 30640000 | 100% | NIL 30640000 NIL NIL
AN The entire shareholding of the Company is held by Power Grid Corporation of India Limited and its
nominees on behalf of POWERGRID.
(iii) Change in Promoters’ Shareholding (please specify, if there is no change)
Sl. Shareholding at the Cumulative Shareholding
No. beginning of the year during the year
No. of % of total No. of % of total
shares shares of shares shares of
the the
company company
At the beginning of the year
Date wise Increase / No Change”
Decrease in Promoters \
Share holding during the
year specifying the reasons \
for increase/decrease(e.g.
allotment /transfer / \
bonus/sweat equity etc):
At the End of the year
A The entire shares of the Company were held by POWERGRID and its nominees during the year
(iv) Shareholding Pattern of top ten Shareholders (other than Directors, Promoters and
Holders of GDRs and ADRs):
Not Applicable. The entire shares (100%) are held by Power Grid Corporation of India Limited.
SIl. | For Each of the Top 10 Shareholding at the Cumulative Shareholding
No. | Shareholders beginning of the year during the year

% of total
shares of
the company

No. of
shares

No. of
shares

% of total
shares of
the company

At the beginning of the year

Date wise
Increase/Decrease in Share
holding during the year
specifying the

reasons for increase /

K

\
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decrease (e.g. allotment
/transfer /bonus / sweat
equity etc):

At the End of the year (or on

the date of
separation, if separated
during the year)

(v) Shareholding of Directors and Key Managerial Personnel: *

| . Directors *
Sl. Shareholding at the Cumulative Shareholding
No. beginning of the year during the year
For Each of the Directors No. of % of total No. of % of total
and KMP shares shares of shares shares of
the the Company
Company
1. Shri I.S. Jha, Director 01 0.00 01 0.00
Date wise
Increase/Decrease in
Shareholding during the
year specifying the
reasons for increase /
decrease (e.g. allotment
/transfer /bonus / sweat
equity etc):
At the End of the year 01 0.00 01 0.00
2. | Shri R.N. Nayak, Chairman 01 0.00 0 0.00
Date wise Transfer of 01 0.00 0 0.00
Increase/Decrease in Equity share of
Shareholding during the X10o0n
year specifying the 18/11/2015
reasons for increase /
decrease (e.g. allotment
/transfer /bonus / sweat
equity etc):
At the End of the year 0.00 0 0.00
3. | Shri Ravi P. Singh, Director | 00 0.00 01 0.00
Date wise Transfer of 01
Increase/Decrease in Equity share of
Shareholding during the X100n
year specifying the 18/11/2015
reasons for increase /
decrease (e.g. allotment
/transfer /bonus / sweat
equity etc):
At the End of the year 01 0.00 01 0.00
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4, BhriR.T. Agarwal, Director®* | 01 0.00 01 0.00

Date wise
Increase/Decrease in
Shareholding during the -
year specifying the
reasons for increase /
decrease (e.g. allotment
/transfer /bonus / sweat

equity etc):
At the End of the year 01 0.00 01 0.00
Il. KMPs*
Sl. | For Each of the Directors Shareholding at the Cumulative Shareholding
No. | and KMP beginning of the year during the year
No. of % of total No. of % of total
shares shares of shares shares of
the company the company
1. | ShriS.K. Soonee, CEO 01 0.00 01 0.00
(Nominee Shareholder of
POWERGRID)
At the End of the year 01 0.00 01 0.00
2. Shri M.K. Gupta, CFO
At the End of the year TN
3. Ms. Priti Chaturvedi,
Company Secretary \
At the End of the year

*  The Directors / Key Managerial Personnel (KMP) have been holding the shares as Nominees of Power
Grid Corporation of India Limited (POWERGRID). None of the Directors / KMP hold any share of the
Company in individual capacity.

AN Shri R.T. Agarwal ceased to be a Director w.e.f. 16.03.2016 on account of resignation.

V. INDEBTEDNESS - NIL
Secured Unsecured Deposits Total
Loans Loans Indebtedness
excluding
deposits

Indebtedness at the beginning of the

financial year I

i) Principal Amount

ii) Interest due but not paid

iii) Interest accrued but not due NIL

Total (i+ii+iii)

Change in Indebtedness during the
financial year

e Addition
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e Reduction

Net Change

Indebtedness at the end of the
financial year

i) Principal Amount

ii) Interest due but not paid

iii) Interest accrued but not due

Total (i+ii+iii)

VI. REMUNERATION OF DIRECTORS AND KEY MANAGERIAL PERSONNEL

A. Remuneration to Managing Director, Whole-time Directors and/or Manager: *

Sl. Particulars of Remuneration

no.

Name of MD/WTD/

Manager

Total
Amount

1 | Gross salary

(a) Salary as per provisions
contained in section 17(1)

of the Income-tax Act, 1961

(b) Value of perquisites u/s
17(2) Income-tax Act, 1961

NIL

(c) Profits in lieu of salary

Act, 1961

under section 17(3) Income tax

2. | Stock Option

w

Sweat Equity

4. | Commission

- as % of profit

- others, specify...

5. | Others, please specify

Total (A)

Ceiling as per the Act

* At present, there is no Whole Time Director / MD/ Manager

B. Remuneration to other directors:

Sl. Particulars of Remuneration
no.

Name of Directors

Total
Amount(3)

Independent Directors”

Dr. K. Ramalingam | Shri Ishwarbhai

Jagdishbhai Patel

e Fee for attending Board /
e committee meetings

2,40,000/-°

60,000/-°

3,00,000/-°

° Commission

Others, please specify

Total (1)

4., Other Non-Executive
Directors

NIL
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e Fee for attending board /
e committee meetings

e Commission

e Others, please specify

Total (2)

Total (B)=(1+2)

Total Managerial Remuneration

Overall Ceiling as per the Act

A Sitting fee of 320,000/-

has been approved by the Board of Directors to be paid to the

Independent Directors for attending every meeting of the Board or Committee thereof.

sGross Amount

C. Remuneration to Key Managerial Personnel other than MD/Manager/WTD

Sl. | Particulars of Remuneration Key Managerial Personnel
no.
CEO Company | CFO Total
Secretary
1. | Gross salary
(a) Salary as per provisions contained | 39,09,153 17,58,222 35,02,590 91,69,965
in section 17(1) of the Income-tax
Act, 1961
(b) Value of perquisites u/s 17(2) 5,22,389 1,02,570 4,50,108 10,75,067
Income-tax Act, 1961
(c) Profits in lieu of salary under \
section 17(3) Income tax Act, 1961
2. | Stock Option
3. | Sweat Equity
4. | Commission
- as % of profit
- others, specify...
5. | Others, please specify
Total 44,31,542 18,60,792 | 39,52,698 | 10,245,032
VII. PENALTIES / PUNISHMENT/ COMPOUNDING OF OFFENCES:
Type Section of Brief Details of Authority Appeal
the Companies Description Penalty / [RD / NCLT made,
Act Punishment/ / COURT] if any
Compounding (give
fees imposed Details)
A. COMPANY
Penalty
Punishment
Compounding NIL
B. DIRECTORS
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Penalty

Punishment

Compounding

C. OTHER OFFICERS IN DEFAULT

Penalty

Punishment ——

Compounding

For and on behalf of Power System Operation Corporation Limited

‘ (LS. Jha)
Chairman

Date: 31.08.2016
Place: New Delhi
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FORM NO. AOC -2

(Pursuant to clause (h) of sub-section (3) of section 134 of the Act and Rule 8(2) of the

Companies (Accounts) Rules, 2014.

Form for Disclosure of particulars of contracts/arrangements entered into by the company with

related parties referred to in sub section (1) of section 188 of the Companies Act, 2013
including certain arms length transaction under third proviso thereto.

1. Details of contracts or arrangements or transactions not at Arm’s length basis. NIL

SL. No.

Particulars

Details

a)

Name (s) of the related party & nature of
relationship

b)

Nature of contracts/arrangements/transaction

c)

Duration of the

arrangements/transaction

contracts/

Salient terms of the contracts or arrangements or
transaction including the value, if any

Justification for entering into such contracts or
arrangements or transactions’

Date of approval by the Board

Amount paid as advances, if any

Date on which the special resolution was passed in
General meeting as required under first proviso to
section 188

2. Details of contracts or arrangements or transactions at Arm'’s length basis.

SL. No.

Particulars

Details

a)

Name (s) of the related party & nature of
relationship

Power Grid Corporation of
Limited , 100%
Holding Company

India

b)

Nature of contracts /arrangements/transaction

_As per Annex -1

)

Duration of the

contracts/arrangements/transaction

Salient terms of the contracts or arrangements or
transaction including the value, if any

Date of approval by the Board

30.06.2014; 26.05.2016

Amount paid as advances, if any

NIL

For and on behalf of Power System Operation Corporation Limited

Date : 31.08.2016
Place: New Delhi

S

e
(I.S. Jha)
Chairman




List of Related Party Transactions of POSOCO

Name of Related Party: Power Grid Corporation of India Limited

Relationship: 100% Holding Company of Power System Operation Corporation Limited

Sl. | Particulars of | Nature, Duration | Material Terms of | Any The manner of | Whether | Any
No | the Contract | of Contract and | the contract or | advanc | determining the | all other
or particulars of | arrangement e paid | pricing and other | factors infor
Arrangement | the contract or | including the value, | or commercial terms, | relevant | matio
arrangement if any receive | both included as |to the | n
d for | part of contract and | contract
the not considered as | have
contra | part of contract been
ct or consider
arrang ed, if
ement, not, the
if any details
of
factors
not
consider
ed with
rationale
for not
consider
ing
those
factors
1. | RLDC Fees | In terms of Section 28(4) of the Electricity | N.A, The proportion of | N.A -
and Charges | Act , 2003, the RLDCs may levy and charges payable by
billed to | collect such fee and charges from the different categories of
POWERGRID | generating companies or licensees users specified by
/ Amount paid | engaged in inter-State transmission of CERC (fees and
by electricity as may be specified by the charges of Regional
POWERGRID | CERC. Load Despatch
for RLDC fee Centre and other
and charges Accordingly, the CERC (fees and charges related

of Regional Load Despatch Centre and
other related matters) Regulations, 2009
has been notified by the CERC. Hence
these are in the nature of regulatory
charges which are being paid by
POWERGRID as inter-state transmission
licensee.

These are ongoing and event based
charges.

matters)Regulations,
2009
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Transmission
charges paid /
payable to
POWERGRID
STOA-POC

This relates to the amount paid to the
Central Transmission Utility(
POWERGRID) for further disbursement to
the Long term customers in terms of
CERC (Open Access in Inter — State
Transmission) Regulations, 2008 and
further amendment thereof.

NLDC and RLDC being the Nodal
agencies for Collective and Bilateral
transactions respectively, collect various
charges for STOA Transactions including
transmission charges for ISTS.

The transmission charges collected by
the nodal agency for wuse ofthe
transmission system other than State
network, for a Bilateral or Collective
transaction for each point of injection and
each point of drawl is given to Central
Transmission Utility (CTU) for
disbursement. The CTU disburse these
transmission charges to the long-term
customers of the synchronously
connected grid where the point of
injection or point of drawal is situated, as
the case may be, in proportion to the
monthly transmission charges payable by
them after making adjustments against
Long-term Access to target region in
accordance with the Central Electricity
Regulatory Commission (Sharing of Inter-
State Transmission Charges and Losses)
Regulations, 2010 as amended from time
to time.

These are ongoing and event based
charges.

N.A.

The rates are
determined by
Central Electricity
Regulatory
Commission as per
the CERC (Open
Access in Inter—State
Transmission)
Regulations, 2008
and further
amendment thereof.

N.A.

UILRE
payments
received / paid
to
POWERGRID

Power has been allocated by Government
of India to various HVDC Stations owned
by POWERGRID as per provisions in
IEGC. This power is scheduled to HVDC
stations and deviation is settled as per

provisions of the Central Electricity
Regulatory Commission (Deviation
Settlement Mechanism and related

matters) Regulations, 2014 notified by
CERC.

These are ongoing and event based
charges.

N.A,

The pricing is
determined by
Central Electricity
Regulatory

Commission as per
the CERC (Deviation
Settlement

Mechanism and
related matters)
Regulations, 2014
and the CERC
(Indian Electricity
Grid Code)
Regulations, 2010
and further

amendments thereof

N.A.
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Other
payments
transactions
with
company

/

the

These inter -alia include expenses
towards (i) Amount paid to LD&C
Department of POWERGRID as
consultant for CAPEX works related to
extension of building, (ii) amount paid
towards ISP  links provided by
POWERGRID and (iii) other expenses in
the day to day running of the business of
the company.

The consultancy fee payable to
POWERGRID for the scope of services
as brought out in the agreement dt.
31.03.2011 between POWERGRID and
POSOCO for expansion/ replacement of
SCADA/ EMS system and associated
Infrastructures for all its five RLDCs and
NLDC, will be 12% of the final executed
cost of the project(excluding AMC cost
and taxes).

N.A

(i) As per terms of
payment (Clause 9.0)
of the agreement
dated 315 March,
2011 between
POWERGRID and
POSOCO (enclosed
at Annex-I1) for
expansion/
replacement of
SCADA/ EMS system
and associated
Infrastructures for all
its five RLDCs and
NLDC. Further,
Supplementary
agreement had been
signed dated 28"
September, 2011.

ii) Internet lease lines
have been hired from
POWERGRID by
each RLDC for the
duration of one year.
Fresh Contracts are
entered after its
expiry.

N.A.
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Annex -VII

COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA
UNDER SECTION 143(6)(b) OF THE COMPANIES ACT, 2013 ON THE
FINANCIAL STATEMENTS OF POWER SYSTEM OPERATION CORPORATION
LIMITED FOR THE YEAR ENDED 31 MARCH 2016

The preparation of financial statements of Power System Operation Corporation Limited for
the year ended 31 March 2016 in accordance with the financial reporting framework
prescribed under the Companies Act, 2013(Act) is the responsibility of the management ol
the company. The statutory auditors appointed by the Comptroller and Auditor General of
India under Section139(5) of the Act are responsible for expressing opinion on the financial
statements under Section 143 of the Act based on independent audit in accordance with
standards on auditing prescribed under Section 143(10) of the Act. This is stated to have been
done by them vide their Audit Report dated 26 May 2016.

1. on the behalf of the Comptroller and Auditor General of India, have conducted a
supplementary audit under Section 143(6)(a) of the Act of the financial statements of Power
System Operation Corporation Limited for the year ended 31 March 2016. This
supplementary audit has been carried out independently without access to the working papers
of the statutory auditors and is limited primarily to inquiries of the statutory auditors and
company personnel and a selective examination of some of the accounting records. On the
basis of my audit nothing significant has come to my knowledge which would give rise 1o

any comment upon or supplement to statutory auditor’s report.

For and on behalf of the
Comptroller & Auditor General of India

Diina  Bats

..-!-'-'-'—-__—’
, (Ritika Bhatia)
Place: New Delhi Principal Director of Commercial Audit &
Dated: (‘:-9 July 2016 Ex-officio Member, Audit Board — 111,

New Delhi
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Annexure - VIl to the Directors’ Report

The Directors present the Company’s Report on Corporate Governance.

1. THE COMPANY’S GOVERNANCE PHILOSOPHY

Power System Operation Corporation Ltd. (POSOCO) believes that Corporate
Governance entails not only maintaining proper compliance with the applicable legal and
regulatory requirements under which the Company is carrying out its activities but also
taking care of the needs of the environment while working in a manner that optimizes
relations with various stakeholders. It is an ongoing measure aimed at achieving the
Company’s objectives without compromising on corporate fairness, transparency and
accountability in the best interest of various stakeholders in the Company. We believe that
good governance should entail trusteeship, empowerment and accountability of the
management while remaining proactive to the Government policies. POSOCO’s
Governance process is focused towards its following mission:

“‘Ensure Integrated Operation of Regional and National Power Systems to facilitate transfer
of electric power within and across the regions and trans-national exchange of power with
Reliability, Security and Economy.”

The Company has also set its Objectives in furtherance of its mission as per its role as
defined in the Electricity Act, and set out by the Ministry of Power, CERC, other Regulatory /
Statutory Bodies, etc. from time to time.

The Company has constituted an Audit Committee to have better and more focused
attention on financial matters It has also constituted a CSR Committee in the wake of its
commitment as a responsible corporate citizen.

The equity shares of the Company are not listed.

POSOCO has obtained “Excellent” rating from Department of Public Enterprises on the
basis of Self-evaluation report on the compliance of Guidelines on Corporate Governance
for CPSEs for the F.Y. 2012-13 onwards and is continuously striving in its efforts towards
better governance. The compliance by the Company with the conditions of the Corporate
Governance and the disclosure requirements in that regard for the F.Y. 2015-16 are given
below:

2. Board of Directors:

Size of the Board

POSOCO, being the wholly owned subsidiary Company of Power Grid Corporation of India
Limited (POWERGRID) is a Government Company within the meaning of Section 2(45) of
the Companies Act, 2013. As per Articles of Association, the composition of the Board of
Directors shall be as determined by the Hon’ble President / Government of India from time
to time.
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In terms of Articles of Association of the Company, the strength of our Board shall not be
less than three Directors but not more than fifteen Directors. These Directors may be either
whole-time Directors or part-time Directors or otherwise.

Composition of the Board

In accordance with the provisions of the Articles of Association of the Company, CMD
POWERGRID is the part-time Chairman, there are Nominee directors of the Government of
India and one director has been nominated by POWERGRID from amongst its independent
directors. In addition to this, one Director from the Board of POWERGRID has been
nominated on the Board of POSOCO on part — time basis. In order to comply with the
requirements of the Companies Act, some of the nominee directors are directors liable to
retire by rotation.

As on 31St March, 2016, Shri I.S. Jha, Shri Ravi P.Singh, Smt. Jyoti Arora, Shri Major
Singh and Shri Jagdishbhai |. Patel were on the Board of the Company.

Age Limit and Tenure of Directors
The age limit of the Chairman and other Directors (other than the director nominated by
POWERGRID from amongst its independent Director(s)) is 60 years.

The date of appointment of the Directors, who were in office as on 31" March, 2016 was as
follows:

Name & Desianation Date of Joinina on the Board

Shri I.S. Jha. Non — executive Chairman 01.09.2011
Shri Ravi P. Sinah. Part — time Director 25.02.2016
Smt. Jvoti Arora. Govt. Nominee Director 20.03.2014
Shri Major Singh, Govt. Nominee Director 05.01.2016
Shri Jagdishbhai |. Patel, Independent Director 08.02.2016

*The Directors on the Board of POWERGRID / Officials, who have been appointed as Directors in
POSOCO shall cease to be on the Board of POSOCO on completion of their tenure / superannuation
/ withdrawal of nomination from POWERGRID / Ministry.

**None of the Directors of the Company are in any way related with each other.

Board Meetings and Attendance:

The meetings of the Board of Directors are held at the Registered office of the Company /
Corporate Office of POWERGRID, the Holding Company. Meetings are generally scheduled well in
advance and the Notice, detailed Board agenda, management reports and other explanatory Board
notes are circulated to the Directors. The members of the Board have complete access to all
information of the Company. CEO, POSOCO is a special invitee to all Board meetings. Other
senior management is also invited to the Board meetings to provide additional inputs on the items
being discussed by the Board.

During the financial year ended 31St March, 2016, six Board meetings were held - on 22n May, 17"
August, 15" September and 18™ November of the year 2015 and 11" January and 30" March of the
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year 2016. The maximum interval between any two meetings during this period was 85 days.
Details of number of Board meetings attended by Directors, attendance at last AGM, number of
other directorship/ committee membership (viz. Audit Committee and Shareholders’ Grievance
Committee as per DPE Guidelines) held by them during the year 2015-16 are tabulated below:

Name of the Director Meeting No. of Attendan | No. of Other | No. of
held Board ce at the |Directorship | Committee
during Meetings | last AGM | held on Membership
respective | attended | (heldon |31.03.16 * held on
tenure of 15.09.20 31.03.16*
Directors 15)

Chairman [Member

Non executive Directors

Shri I.S. Jha, Chairman 6 5" Yes 9 NIL NIL
Shri Ravi P. Singh, Part — time 1 1 NA. # 8 NIL 2
Director?

Smt. Jyoti Arora, Govt. Nominee 6 3 Yes 2 NIL NIL
Director

Shri Major Singh, Govt. Nominee 2 2 NA.# 1 NIL 2
Director®

Shri Jagdishbhai I. Patel, 1 1 NA. # 3 3 NIL
Independent Director ™

Shri R.N. Nayak, Ex -Chairman’’ 3 3 Yes N.A. # NA # |[NA #
Shri R.T. Agarwal ,Part — time 5 5 Yes N.A # NA # |NA#
Director®

Dr. K. Ramalingam, Independent 5 5 Yes N.A. # NA.# |NA#
Director*

Consequent upon attaining the age of superannuation from POWERGRID, the Holding Company, Shri R.N.
Nayak, CMD, POWERGRID resigned from the Board of POSOCO w.e.f. 30.09.2015. Shri I.S. Jha assumed the
charge of Chairman, POSOCO w.e.f. 01.10.2015 and Chaired all the Board meetings held during his tenure as
Chairman.

"2 Shri Ravi P. Singh was appointed as Director w.e.f. 29.02.2016.

" Shri Major Singh was appointed as a Director w.e.f. 05.01.2016

“ On completion of tenure of as an Independent Director of POWERGRID on 15.01.2016, Dr. K. Ramalingam,
ceased to be a Director of the Company and consequently ceased to be Member / Chairman of the Audit
Committee w.e.f. 15.01.2016. Shri Jagdishbhai |. Patel was appointed as a Director in place of Dr. K. Ramalingam
w.e.f. 08.02.2016

Shri R.T. Agarwal resigned from the Board of POSOCO w.e.f. 16.03.2016.

# N.A. indicates that concerned person was not a Director on POSOCQO'’s Board on relevant date.

*Excluding Directorships in Private Limited Companies, foreign companies and Companies registered under
Section 8 of the Companies Act, 2013.

** Includes Chairmanship / membership of Committees of POSOCO. Further, only Chairmanship /
membership of Audit Committee and the Shareholders’/Investors' Grievance Committee has been
considered.
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Information placed before the Board of Directors.

The Board has complete access to any information with the Company. The information
regularly placed before the Board includes:

1. Annual operating plans and budgets and any updates.

Annual Accounts, Directors’ Report, etc.

Quarterly results of the Company.

Minutes of meetings of Audit Committee and other Committees of the Board

vi d N

Disclosure of Interest by Directors about directorship and committee positions
occupied by them in other Companies.

6. Compliance of regulatory or statutory provisions
7. Other materially important information.

Post Meeting Follow —up system

The decisions taken at Board / Committee meetings are communicated promptly to the
concerned departments/divisions. Action taken on the deliberations of the Board and
Committee meetings is put up for information of the Board and the Committees of the Board
from time to time.

3. Committee(s) of the Board of Directors
POSOCO Board has constituted the following Committees:
1. Audit Committee
2. CSR Committee
3. Nomination and Remuneration Committee
In addition to the above Committees, the Company also has a Research and Development

Committee (R&D Committee) which was headed by Dr. K. Ramalingam, Independent
Director.

Audit Committee
The composition of Audit Committee as on 31.03.2016 was as under:

(i) Shri Jagdishbhai I. Patel, Independent Director— Member & Chairman
(i Shri Ravi P. Singh, Part — time Director — Member
@iy Shri Major Singh, Govt. nominee Director — Member

The Company Secretary is the Secretary of the Committee.

The powers, role, functions, etc. of the Audit Committee are governed by the Companies
Act and Government Guidelines issued from time to time.

Meetings of Audit Committee

The Audit Committee meets at least four times in a year and not more than four months
elapse between two meetings in that year. The quorum for the Audit Committee meetings is
either two members or one third of the members of the Audit Committee whichever is
greater.
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Review of information by Audit Committee

The Audit Committee generally reviews the following information:

1.Management discussion and analysis of financial condition and results of operations;

2.Statement of significant related party transactions submitted by management;

3.Management letters / letters of internal control weaknesses issued by the statutory
auditors;

4.Internal audit reports relating to internal control weaknesses; and

5.The appointment, removal and terms of remuneration of the auditor.

Attendance

During the financial year ended 31" March, 2016, 05 meetings of the Audit Committee
were held on 22" May, 17" August and 15" September of the year 2015 and 6" January
and 30™ March of the year 2016. Attendance at the Audit Committee Meetings during the
Financial Year 2015-16:

Name of the member Audit Committee Meetings during the tenure
Held Attended
Dr. K. Ramalingam’ 04 04
Shri Jagdishbhai |. Patel’ 01 01
Shri Ravi P. Singh? 01 01
Shri Major Singh® 01 01
Shri I.S. Jha, * 04 02
Shri R.T. Agarwal® 04 04

Note: 1. On completion of tenure as an Independent Director of POWERGRID on 15.01.2016, Dr.
K. Ramalingam, ceased to be a Director of the Company and consequently ceased to
be Member / Chairman of the Audit Committee w.e.f. 15.01.2016. Shri Jagdishbhai I.
Patel was appointed as Chairman of the Audit Committee w.e.f. 08.02.2016.
2. Shri Ravi P. Singh, Director was appointed as a Member of the Audit Committee w.e.f.
29.02.2016

3. Shri Major Singh was appointed as a Member of the Audit Committee w.e.f. 05.01.2016.

4. Consequent upon his elevation as Chairman, POSOCO, Shri I.S. Jha was relieved as
Member of the Audit Committee w.e.f. 30.03.2016.

5. In view of his resignation from the Board of the Company , Shri R.T. Agarwal, Director
ceased to be a Member of the Audit Committee w.e.f. 16.03.2016.

Corporate Social Responsibility Committee

POSOCO Board had constituted the CSR Committee for implementation of Corporate
Social Responsibility (CSR) requirements as stipulated in the Companies Act, 2013.

The Committee comprised of the following members as on 31.03.2016:
Shri I.S. Jha, Chairman — Chairman of the Committee

Shri Jagdishbhai I. Patel, Independent Director- Member
Shri Ravi P. Singh, Director — Member
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During the Financial Year 2015-16, two meetings of the CSR Committee were held — on
18" November, 2015 and 30" March, 2016. Attendance at the above meetings was as
follows:

Name of the member CSR Committee Meetinas durinag
Held Attended
Shri I.S. Jha. Chairman” 02 02
Shri Jaadishbhai |. Patel. Independent 01 01
Shri Ravi P. Singh. Director?' 01 01
Shri R.N. Navak. Ex — Chairman” 01 01
Dr. K. Ramalinaam. Independent Director* 01 01
Shri R.T. Agarwal. Director?? 01 01

A Shri R.N. Nayak was Chairman, CSR Committee upto 30.09.2015. Thereafter, Shri I.S. Jha took
over as Chairman, CSR Committee consequent upon his elevation as Chairman, POSOCO w.e.f.
01.10.2015.

* Dr. K. Ramalingam, Independent Director was the member of the CSR Committee till 15.01.2016.
Thereafter Shri Jagdishbhai I. Patel was nominated as a member of the CSR Committee w.e.f.

08.02.2016.

A" Shri Ravi P. Singh was nominated as a Member of the CSR Committee w.e.f. 30.03.2016.

A Shri R.T. Agarwal ceased to be a Member of the CSR Committee w.e.f. 16.03.2016 in view of his
resignation as a Director of the Company.

Nomination and Remuneration Committee

As employees of POWERGRID have been posted on secondment basis in POSOCO, the
decisions of the POWERGRID’s Remuneration Committee are applicable. However,
POSOCO Board had constituted a Nomination and Remuneration Committee in its
meeting held on 13™ August, 2014 purely in order to meet the compliance
requirements under the Companies Act.

The Committee comprised of the following members as on 31.03.2016:
Shri Jagdishbhai I. Patel, Independent Director -Chairman of the Committee

Shri Ravi P. Singh, Director - Member
Smt. Jyoti Arora, Govt. Nominee Director — Member

During the F.Y. 2015-16, one meeting of the Nomination and Remuneration Committee was

held — on 11" May, 2016. Attendance at the meeting was as follows:

Name of the member Nomination and Remuneration
Committee Meetings during the
tenure
Held Attended

Dr. K. Ramalingam, Independent Director — Chairman | 01 01

of the Committee

Shri |.S. Jha, Director — Member 01 01

Shri R.T. Agarwal, Director — Member 01 01
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4. Remuneration of Directors

The Board had approved payment of Sitting fee of 320,000/- to be paid to the independent
Director on the Board of POWERGRID who had been nominated on the Board of POSOCO.

Apart from this, no remuneration is paid to any other Director.

Details of payment made towards sitting fee to the Independent Director on the Board of
POWERGRID, who had been nominated on the Board of POSOCO is given below:

Name of the Sitting Fees Total?
Director
Board Audit CSR Nomination R&D Committee
Meeting Committee |Committegand
Remuneration
Committee
Shri Jagdishbhai I. {20,000 20,000 20,000 |- 60,000
Patel
Dr. K. 1,00,000 80,000 20,000 |20,000 20,000 2,40,000
Ramalingam
AGross amount.
As on 31.03.2016, the Directors’ Shareholding was as under:
Name of Director(s) No. of Equity Shares Held
As a Nominee of POWERGRID Individual
Capacity
Shri I.S. Jha 01 -
Shri Ravi P. Singh 01 -
5. General Body Meetings:
Date, time and location of the last three Annual General Meetings is as under:
Year Date Time Venue Special
Resolution
2012-2013 26th August, 430 p.m. |qst Floor, B-9, Qutab NIL
2013 Institutional Area, Katwaria
Sarai, New Delhi-16.
2013-2014 5™ September, 1230 p.m. |1st  Floor, B-9, Qutab NIL
2014 Institutional Area, Katwaria
Sarai, New Delhi-16.
2014-2015 15" September, |4.30 p.m. 1st  Floor, B-9, Qutab NIL
2015 Institutional Area, Katwaria
Sarai, New Delhi-16.

6. Disclosures

I. Details of related party transactions are included in the Notes to the Accounts as per
Accounting Standard — 18 issued by the Institute of Chartered Accountants of India and
notified by the Central Government in consultation with National Advisory Committee on

Accounting Standards.
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II. The CEO and CFO have certified the financial statements to the Audit Committee
/Board.

I11. POSOCO does not have any Subsidiary Company.

Iv. There are no material individual transactions with related parties which are not in the
normal course of business.

V. There are no material individual transactions with related parties or others, which are on
an arm’s length basis.

VvI. There were no penalties or strictures imposed on the Company by any statutory
authorities for non-compliance on any matter related to capital markets, during the year.

VII. The Balance Sheet, Profit and Loss Account and Cash Flow Statement for the F.Y.
2015-16 have been prepared as per the Accounting Standards referred to in Section
133 of the Companies Act, 2013.

VIII. The Board has been reviewing the status on statutory compliance at regular intervals.

7. Means of Communication

The Company communicates with its shareholders through its Annual Report, General
Meeting, Newspapers and disclosure through web site. Information and latest updates and
announcements made by the Company can be accessed at Company’s website: http://
posoco.in.

8. Code of Conduct

The Board of Directors of POWERGRID, the Holding Company has laid down two
separate Codes of Business Conduct and Ethics — one for Board Members and another for
Senior Management Personnel. The Senior management of POSOCO is on secondment
basis from the holding company, i.e. POWERGRID. Hence, Code of Conduct applicable to
POWERGRID is being followed.

9. Shareholders’ Information

(i) Annual General Meeting

Date ; 15th September, 2016
Time : 12.30 p.m.
Venue : B-9, Qutab Institutional Area, Katwaria Sarai, New Delhi — 110 016.

(i) Financial Year

The Company’s Financial Year is from 1St April to 315t March.

(iii) Payment of dividend
In line with the CERC Order dt.14.03.2016, Dividend of 15.5% of the subscribed / paid up

capital of the Company for the financial year ended 31St March, 2016 amounting to
4,74,92,000 was paid to POWERGRID, the Holding Company. Total dividend paid in the
Previous Year was X 19.92 crore.
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(iv) Outstanding GDRs/ADRs/Warrants or any Convertible instruments, conversion
date and likely impact on equity

No GDRs/ADRs//Warrants or any Convertible instruments have been issued by the
Company.

(v) Dividend History

(Rin Crore)
Year Total Total Amount of Date of AGM in Date of Payment
Paid-up Dividend Paid for which dividend of Final Dividend
Capital the Financial Year was declared
2010-11 30.64 3.06 24.08.2011 13.09.2011
2011-12 30.64 9.20 06.09.2012 06.09.2012
2012-13 30.64 12.26 26.08.2013 27.08.2013
2013-14 30.64 26.04 05.09.2014 30.12.2013
2014-15 30.64 15.32 15.09.2015 17.09.2015
2015-16 30.64 4.75* - 04.04.2016~*

* In line with the CERC Order on Truing up dt.14.03.2016, Dividend of 15.5% of the subscribed / paid
up capital of had been paid to POWERGRID for the financial year ended 318t March, 2016.

(viy Location of POSOCO Plants
POSOCO has no plants.

(viy Shareholding Pattern
The entire shares of the Company are owned by Power Grid Corporation of India Limited.
wiiiy Address for correspondence:

Power System Operation Corporation Limited,

18t Floor, B-9, Qutab Institutional Area, Katwaria Sarai,
New Delhi— 110 016.

Telephone No. Fax No.
Registered Office 011-26536832. 011-26524525.
website http://posoco.in
Company Secretary. CS Priti Chaturvedi 011-26561309 011 -26524525
Email ID priti@posoco.in

For and on behalf of
POWER SYSTEM OPERATION CORPORATION LIMITED

(ﬁfﬁf_ﬁ,_
' .S. Jha
(Chairman)

Date : 31/08/2016
Place: New Delhi
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Annexure-l

Non-Mandatory Requirements

1

The Board: The Company is headed by a non executive Chairman. No person has
been appointed as independent director who has been a Director, in the aggregate,
exceeding a period of nine years on the Board of POSOCO.

Remuneration Committee: As POSOCO comprises the employees of
POWERGRID who have been deputed on secondment basis, approvals by the
Remuneration Committee of POWERGRID are applicable to POSOCO also.
However, POSOCO Board in its meeting held on 13.08.2014 has constituted a
Nomination and Remuneration Committee purely in order to meet the compliance
requirements under the Companies Act, 2013.

Audit qualifications: The financial statement for the F.Y. 2015-16 is not qualified.

Training of Board Members: Presentation on the following matters was given to the
Directors:

- Presentation on POSOCO as a whole was provided to the Directors so as to
give them an insight into the functioning of the Company. The Presentation inter
— alia included HR Capital, Revenue Stream, MoU & KPI Framework, Training and
Certification of System Operators and Mentorship Programme in POSOCO.

- Presentation on the CERC (Fees and Charges of Regional Load Despatch Centre
and Other related matters) Regulations, 2015.

- Presentation on the Impact on POSOCO Open Access Revenue on account of
CERC (Open Access in inter — State Transmission)(Third Amendment)
Regulations, 2015

- Presentation on Examination of Trends in Load Factor — National and State Level
- Technical Presentation on Low Frequency Oscillation in Indian Power System

- Presentation on Truing up Orders received from CERC for the Control Period
2009-14.

- Presentation on Fees and Charges of POSOCO for the Control Period 2014-19
- Presentation on Performance linked incentive for NLDC & RLDCs
- Presentation on Finance

- Presentation on Corporate Social Responsibility (CSR) activities taken up /
implemented during F.Y. 2015-16

- Presentation on MoU and MoU Performance score
- Presentation on Half — yearly Review (H-1 Review).

Whistle Blower Policy: Being a wholly owned subsidiary of POWERGRID, in terms
of the MoU signed with POWERGRID, the Policies, Guidelines, etc. of POWERGRID
are applicable to POSOCO as well.

Certificate on Corporate Governance

The Certificate on Corporate Governance is being published as an Annexure to the
Directors’ Report.
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Annex - IX

T.V. NARAYANASWAMY B2/121 Janakpuri
COMPANY SECRETARY New Delhi 110 058.
(CP 203)
Phones:
25597065
25542489
Emails:

tvns@bol.net.in
tvns32@gmail.com

10.08.2016

Certificate on Corporate Governance

To
The Members,

Power System Operation Corporation Limited.

| have examined the compliance of conditions of corporate governance by Power System
Operation Corporation Limited, for the year ended on 31% March 2016 as stipulated in the
DPE Guidelines.

The compliance of conditions of corporate governance is the responsibility of the
management. My examination was limited to the procedures and implementation thereof,
adopted by the Company for ensuring the compliance of the conditions of the Corporate
Governance. It is neither an audit nor an expression of opinion on the financial statement of
the Company.

In my opinion and to the best of my information and according to the explanation given to
me, | certify that that the Corporation has complied with the conditions of Corporate
Governance except that it has, an independent director who constitute one fourth of the total
number of directors as against the requirement of one third the total number of directors
subject to a minimum of two, and the Audit Committee has only one independent director
as against the requirement of two, in implementation of the Guidelines on Corporate
Governance for CPSEs issued by the Department of Public Enterprises and the provisions of
section 149 of the Companies Act, 2013 and the Rules framed thereunder.

| further state that such compliance is neither as assurance as to the future viability of the

Company nor the efficiency or effectiveness with the management has conducted the affairs
of the Company.

A S e = A

(T.V. NARAYNASWAMY)
COMPANY SECREARY
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Annex -X

AGARWALS. & ASSOCIATES
COMPANY SECRETARIES

SECRETARIAL AUDIT REPORT

FOR THE FINANCIAL YEAR ENDED 31* MARCH, 2016
{Pursuant to Section 204(1) of the Companies Act, 2013 and Rule 9 of the Companies (Appointment
and Remuneration of Managerial Personnel) Rules, 2014}

To,
The Members,
Power System Operation Corporation Limited.

| have conducted the Secretarial Audit of the compliance of applicable statutory provisions
and the adherence to good corporate practices by Power System Operation Corporation
Limited (hereinafter called POSOCO/the Company). Secretarial Audit was conducted in a
manner that provided us a reasonable basis for evaluating the corporate conducts/statutory
compliances and expressing my opinion thereon.

Based on my verification of the POSOCO’s books, papers, minute books, forms and returns
filed and other records maintained by the Company and also the information provided by
the Company, its officers, agents and authorized representatives during the conduct of
Secretarial audit, | hereby report that in my opinion, the Company has during the audit
period covering the financial period ended on 31° March, 2016 complied with the statutory
provisions listed hereunder and also that the Company has proper Board-processes and
Compliance-mechanism in place to the extent in the manner and subject to the reporting
made hereinafter:

| have examined the books, papers, minute books, forms and returns filed and other records
maintained by POSOCO for the financial year ended on 31* March, 2016 according to the
provisions of:
(i) The Companies Act, 2013 (the Act) and the rules made thereunder;
(ii) The Securities Contracts (Regulation) Act, 1956 (‘SCRA’) and the rules made
thereunder; Not Applicable
(iii) The Depositories Act, 1996 and the Regulations and Bye-laws framed
thereunder; Not Applicable
(iv) Foreign Exchange Management Act, 1999 and the rules and regulations made
thereunder to the extent of Foreign Direct Investment, Overseas Direct
Investment and External Commercial Borrowings; Not Applicable
(v) The following Regulations and Guidelines prescribed under the Securities and
Exchange Board of India Act, 1992 (‘SEBI Act’):-
(a) The Securities and Exchange Board of India (Substantial Acquisition of Shares
and Takeovers) Regulation, 2011; Not Applicable
(b) The Securities and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 2015; Not Applicable
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(c) The Securities and Exchange Board of India (Issue and Listing of Debt
Securities) Regulations, 2008; Not Applicable

(d) The Securities and Exchange Board of India (Registrars to an Issue and Share
Transfer Agents) Regulations, 1993 regarding the Companies Act and dealing
with client; Not Applicable

(e) The Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2009; Not Applicable

(f) The Securities and Exchange Board of India (Employee Stock Option Scheme
and Employee Stock Purchase Scheme) Guidelines, 1999; Not Applicable

(g) The Securities and Exchange Board of India (Delisting of Equity Shares)
Regulations, 2009; and Not Applicable

(h) The Securities and Exchange Board of India (Buyback of Securities)
Regulations, 1998; Not Applicable

(vi) Compliances/ processes/ systems under other applicable Laws to the Company are
being verified on the basis of periodic certificate submitted to the Board of Director