
TATA POWER TRADING COMPANY LIMITED 

Directors’ Report 
 
To The Members of 
Tata Power Trading Company Limited 
 
The Directors present their Eleventh Annual Report on the business and operations 
of the Company and the statement of account for the year ended 31st March 2014. 
 
FINANCIAL PERFORMANCE SUMMARY                                                             

                              (` in crore)                                                                               
  2013-14 2012-13 
A FINANCIAL RESULTS   

 Units Traded (MUs) 11488 9431 
(a) Revenue from Power Supply 4139.20 3786.77 
(b) Income from Advisory Services/Consultancy 1.07 2.52 
(c) Other Income 5.72 5.13 
(d) Total Income 4145.99 3794.42 
(e) Cost of Power Purchased 4057.57 3727.06 
(f) Operating, Administration and other finance 

charges 
29.88 30.24 

(g) Total Expenditure 4087.45 3757.30 
(h) Profit Before Tax 58.54 37.12 
(i) Provision for Taxation 19.34 12.64 
(j) Net Profit After Tax 39.20 24.48 
(k) Balance brought forward from previous year 47.24 30.88 
(l) Amount Available for Appropriation  86.44 55.36 
    

  B APPROPRIATIONS   
(m) Proposed Equity Dividend 8.00 4.80 
(n) Additional Income-tax on Dividend 1.36 0.82 
(o) General Reserve 4.00 2.50 
 TOTAL 13.36 8.12 
(p) Balance carried to Balance Sheet 73.08 47.24 

 
DIVIDEND 
 
Considering the Company’s financial performance, the Directors have recommended 
a dividend of ` 5/- per share on the paid-up Equity share capital of 1,60,00,000 
Equity Shares of ` 10/- each for the FY 2013-14 (previous year: ` 3/- per share) 
subject to approval of the shareholders. 
 
OPERATING RESULTS AND PROFITS 

 
During the year, the Company reported a Profit after Tax (PAT) of ` 39.20 
crore, as against ` 24.48 crore for the previous year, a growth of 60%. The 
Operating Revenue was higher at ` 4140.26 crore, as against ` 3789.29 
crore on account of higher growth in MUs. 
 
The increase in profit was due to increase in MUs traded and due to the fact 
that many buyers could not avail discount for early payment for power due to 
their poor financial health. The Company has achieved CAGR of 31% in 
terms of power traded over the past 5 years. 
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In addition to power trading business, the Company also provided 
consultancy services for Energy Management.  The Company earned 
revenues of ` 1.07 crore from advisory services/consultancy business during 
the year. 
 
The Earnings per share (EPS) has increased to ` 24.50/- as against ` 15.30/- 
in the previous year.  
 
The Company’s short term credit facility from banks was rated as ‘A’ by India 
Rating Agency. 
 
STRATEGIC OUTLOOK 
 
Indian power is expected to mature further with imminent ushering in of ancillary 
market, eventually replacing UI regime and providing a platform for trading services 
related to frequency control, voltage control, black start etc. It is also expected that 
financial risk hedging products, linked to power transactions may be introduced in 
the Indian power market sooner rather than later. These developments will provide 
positive thrust to power trading. 
 
Over the near term, however, power trading business is expected to continue to be 
beset by corridor constraints especially affecting the customers in the southern 
region and worsening financial health of several key traditionally power purchasing 
discoms. 
 
The Company is actively evaluating emerging business opportunities in various 
geographies such as Bhutan, Nepal, Bangladesh, Pakistan and Turkey in the near 
term future.  
 
The Company is hopeful about improving prospects of revival of REC market and is 
engaged in advocacy efforts in that direction. 
 
The Company is also engaged in advocacy efforts to facilitate cross border trade as 
Government of India has now shifted import of power from restricted category to free 
category. The Company is gearing up for commencing import of power from Bhutan 
after the Dagachhu hydro power project achieves commercial operation in near 
future. 
 
CORPORATE GOVERNANCE STRUCTURE 
 
a. The Company recognizes its role as a corporate citizen and endeavours to adopt 

the best practices and the highest standards of Corporate Governance through 
transparency in business ethics, accountability to its customers, government and 
others. 

 
b. The Company functions through the Board of Directors and three Committees of 

the Board, viz. the Audit Committee, the Remuneration Committee and the 
Finance Committee, which have been delegated appropriate powers to perform 
their duties. 

 
c. The Board of Directors comprises of M/s S. Ramakrishnan, R. N. Subramanyam, 

Arun Srivastava, Ashok Sethi, Non - Executive Directors and  Mr. Sanjeev Mehra, 
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Managing Director. During the year under review, 5 meetings were held. The 
maximum time-gap between any 2 consecutive meetings did not exceed 4 
months. 

 
d. The Audit Committee of the Board comprises M/s. S. Ramakrishnan, R. N. 

Subramanyam, Arun Srivastava, Non - Executive Directors. During the year 
under review, 4 meetings were held by Audit Committee. The Managing Director, 
the Internal Auditor and the Statutory Auditor were also present at Audit 
Committee Meetings. The Company Secretary acts as the Secretary of the Audit 
Committee. 

 
e. The Remuneration Committee of the Board comprises M/s S. Ramakrishnan,     

and Arun Srivastava, Non - Executive Directors. Mr. S. Ramakrishnan is the 
Chairman of the said Committee. The Remuneration Committee approved 
compensation of MD, COO and CFO in keeping with the broad decision taken at 
holding Company level.  

 
f. The Company has signed an agreement with Tata Sons Limited subscribing to 

the TATA Brand Equity and Business Promotion Scheme (BEBP Agreement). On 
signing the Agreement, the Company is abiding by the Code of Conduct and 
norms for the new TATA brand identity. 

 
g. As a good corporate governance practice, the Company is adopting quarterly 

audited accounts. 
 
h. Besides the transactions mentioned in the Notes to the Accounts, there were no 

other materially significant related party transactions that may have a potential 
conflict with the interests of the Company at large. 

 
i. The Company follows Accounting Standards issued by the Institute of Chartered 

Accountants of India and in the preparation of financial statements, the Company 
has not adopted a treatment different from that prescribed in any Accounting 
Standard. 

 
DIRECTORS 
 
Mr. S. Padmanabhan resigned with effect from 30th June 2014. The Board has 
placed on record its appreciation of the valuable contribution made to the Company 
by Mr. Padmanabhan. 
 

In accordance with the provisions of the Act and the Article of Association of the 
Company, Mr. S. Ramakrishnan is liable to retire by rotation and is eligible for re-
appointment. Attention of the Members is invited to the relevant item in the Notice of 
the Annual General Meeting and the Explanatory Statement thereto. 
 
PUBLIC DEPOSITS 
 

The Company has not accepted any deposits from public in terms of Section 58A 
and/or Section 58AA of the Companies Act, 1956 during the year under review and 
as such, no amount is outstanding as on the date of the Balance Sheet. 
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PARTICULARS OF EMPLOYEES 
 
The Company has no employee in the category mentioned in Section 217(2A) of the 
Companies Act, 1956. 
 
MANAGEMENT DISCUSSION AND ANALYSIS  
 
The Management Discussion and Analysis Report is annexed to this report. 
 
AUDITORS 
 
M/s Deloitte, Haskins and Sells (DHS), Gurgaon, Chartered Accountants, who are 
the statutory auditors of your Company, hold office until the conclusion of the 
forthcoming Annual General Meeting. It is proposed to re-appoint DHS as statutory 
auditors of the Company from the conclusion of the forthcoming AGM till the 
conclusion of the Fourteenth AGM to be held in the year 2017, subject to ratification 
of their appointment at every AGM. DHS has, under Section 141 of the Act, 
furnished a certificate of its eligibility for re-appointment. The Members year on year 
will be requested, to ratify their appointment as Auditors and to authorize the Board 
of Directors to fix their remuneration.  
 
CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION AND FOREIGN 
EXCHANGE EARNINGS AND OUTGO 
 
Conservation of Energy: The disclosures required in Form A of Rule 2 of the 
Companies (Disclosure of Particulars in the Report of Board of Directors) Rules, 
1988 pertaining to conservation of energy are not applicable to the Company. 

 
Technology Absorption: Nil 
 
Foreign exchange earnings and outgo: During the year, the Company’s foreign 
earning were Nil (previous year: Nil). The outgo during the year was ` 18,46,479/- 
(previous year: ` 1,01,81,045/-) mainly on account of annual maintenance of 
Power Management System software platform and foreign travel. 
 
SOCIAL RESPONSIBILITY 

 
The Company is committed to discharging its responsibility as a good corporate 
citizen. As part of its social responsibility, training workshops were conducted as 
follows: 
 

(i) In Noida, the Company imparted training to women employees, School 
Teachers, college students and housewives in Self motivation and self 
defence techniques. Rotary Club of Delhi (Riverside), facilitated organizing fo 
training to more than 50 identified participants.. 

(ii) The Company also imparted training to 60 lady employees of Provident Fund 
office  in the area of Motivation and self defence techniques 

(iii) Under greenolution- Noida city cleaning drive was done by TPTCL team.  
 
DIRECTORS RESPONSIBILITY STATEMENT 
 
Pursuant to Section 217(2AA) of the Companies Act, 1956, the Directors, based on 
the representations received from the Management, hereby confirm that – 
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(i) In the preparation of the annual accounts, the applicable accounting 

standards have been followed and that there are no material departures; 
 

(ii) They have, in the selection of the accounting policies consulted the Statutory 
Auditors and have applied them consistently and made judgments and 
estimates that are reasonable and prudent so as to give a true and fair view of 
the state of affairs of the Company at the end of the financial year and of the 
profit of the Company for that period; 

 
(iii) They have taken proper and sufficient care, to the best of their knowledge and 

ability for the maintenance of adequate accounting records in accordance with 
the provisions of the Companies Act, 1956, for safe guarding the assets of the 
Company and for preventing and detecting fraud and other irregularities; 

 
(iv) They have prepared the annual accounts on a going concern basis. 
 
ACKNOWLEDGEMENT 

 
The Directors place on record their appreciation to all the Shareholders, Clients, 
Business Associates and Bankers.  
 
The Directors are thankful to the Ministry of Power, Government of India, CERC, the 
concerned state governments and all concerned statutory authorities, including 
regulatory authorities for their support, and look forward to their continued support in 
future. 
 

The Directors wish to convey their appreciation to the employees for their hard work, 
solidarity, cooperation and support to enable the Company to meet challenges and 
grow consistently. 

 
    On behalf of the Board of Directors 

 
S. Ramakrishnan 

Chairman 
 

Place : Mumbai      
Date : 24th July 2014 
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Management Discussion & Analysis 
. 
POWER SECTOR OVERVIEW 
 
India has an installed generation capacity of 243 GW as on 31st March 2014. 
Generation capacity in the country has been steadily increasing, driven by 
fresh investments by private players, attracted by a combination of factors 
such as growing demand for power in tandem with economic growth and 
creation of a vibrant power market that provides price signals for trading of 
merchant power. India’s generating capacity comprises of 145 GW of coal 
based capacity, 22 GW of gas based capacity, 41 GW of Hydro capacity,      
30 GW of renewable capacity and about 5 GW of nuclear capacity. 
 
In order to meet the increasing demand of power, the Government of India has 
announced a capacity addition target of 88,537 MW in the XII plan (2013–17). The 
private sector is expected to add about 53% of this capacity. 
 
The transmission sector plays an important role in the present power scenario which 
is characterized by geographical and seasonal diversity factors impacting demand 
and supply situation by facilitating transfer of power where required. In India, 
generation and transmission come under Central as well as State arena; being 
concurrent subjects. The Indian power transmission system is one of the largest 
integrated electricity transmission networks in the world. Inter-state transmission 
system (ISTS) in India is continuously expanding with current Inter – Region 
Transmission capacity in excess of 27750 MW. The national transmission grid 
system is divided into five regional grids i.e. North, East, West, South and the North-
east. During the year, all the grids are frequency synchronized with synchronization 
of the Southern Region on 31.12.2013 creating a single National Grid. Currently 
Southern Region beneficiaries are facing acute shortage of power due to corridor 
constraint in import of power resulting in market splitting and higher prices.  
 
Following a major failure in the northern grid in July 2012, RLDCs/NLDCs/CTU have 
initiated corrective measures to maintain grid discipline by close monitoring and 
restricting over drawal by states, maintaining safe limits of system over loading etc. 
As a major step forward in the direction of market development, creation of ancillary 
market; the central regulator has come out with staff paper on draft regulations. In 
our view, above developments would certainly catalyze significant increase in trading 
activities in future.   
 
POWER TRADING - INDUSTRY OVERVIEW 
 
Tata Power Trading Company Limited was the first company to be granted a license 
by the Central Electricity Regulatory Commission (CERC) in June 2004. TPTCL is 
the second largest power trader in India. Electricity traded in the short term power 
market during FY 2013-14 was 104.64 BUs, 10.87% of total generation; comprising 
of 5.52% through Bilateral, 3.12% through Power Exchanges and 2.23% through UI . 
The volume growth of short term power market from FY 13 to FY 14 was recorded 
as 5.76%. While the growth of volume from FY 13 to FY 14 on Exchanges was 
higher i.e. 27.57%, there was reduction in UI volume by 9.98%, and there was a 
slight dip of 0.37% on OTC transaction as a percentage of total short term volume. 
Due to stringent deviation settlement mechanism imposed by RLDC, overdraw by 
Discoms has reduced significantly. This has led to substantial reduction in of UI 
market.  
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In the next year both short term bilateral sale and power exchange DAM transactions 
segments are expected to grow at brisk pace. TPTCL is expected to consolidate its 
position as one of market leaders in both the segments. Further, TPTCL has been 
able to achieve a significant share of trading of renewable energy certificates 
business segment. TPTCL is looking forward to leverage emerging opportunities in 
the Ancillary Market Services to be introduced shortly in near future. 
 
While the outlook for power trading is bright in the long term, the sector is currently 
facing several challenges such as 
 

1. Poor Financial health of Discoms:  
 
Although several states have raised tariffs in the last few years, the financial 
condition of distribution entities still remains a matter of concern. Improvement 
in financial health of Discoms would be crucial to power trading market 
development. Procurement by discoms on the Case-1 route is not progressing 
as envisaged, due to poor financial condition of the distribution entities. 
Merchant prices are also dampening as load-shedding is preferred by the 
discoms in comparison to increasing the procurement prices 

 
2. Lower trading Margins: 

 
The competition has grown fierce due to an increase in the number of CERC 
licensed traders from 13 in FY05 to 42 in FY14. Due to this, trading margins 
are under immense pressure.  
 

3. Transmission Constraints: 
 
Power trading was also adversely affected by continued corridor constraints 
for power flow from ER and WR to SR leading to prevalence of high prices for 
the customers in the Southern states. During the year, corridor constraints 
also cropped for power flow from ER and W3 which led to stranding of 
significant generating capacities in the newly carved out W3 sub-region.  
 
The constraint in transmission corridor between NEW grid and SR grid is 
expected to be resolved by 2016. 

 
4. Fuel price risk: 

 
There is an obligation on the Discoms for competitive bidding through Case I 

 or Case II route for power procurement. Such procurement is not progressing 
 as envisaged earlier, since the sellers are unwilling to take fuel price risks and 
 would like it to be built into the tariff. Revised standard bidding documents
 with amendments aimed at addressing these issues are expected to  

mitigate this risk.   
 

5. Shortfall in Coal Supply 
 

Several major power plants in the Northern Region are in crisis due to 
shortage in of coal. As a result power supply may get severely hit as many 
thermal power plants are operating with only 3 to 4 days of coal stocks 
Primarily  the main reasons of the shortfall is due to lower output of coal from  
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major coal mines, shipment delays to name a few. In addition, this situation 
was exacerbated by transportation constraints for coal across the country  
 

6. Lack of regulatory clarity for import of power 
 

Although GoI has shifted the subject of import of power from restricted 
category to free category, existing regulation lack clarity with regard to 
allowing import of power by traders like TPTCL i.e. entities other than PTC or 
NVVN who were designated as nodal agencies by the GoI. The Company has 
filed a petition at CERC for seeking regulatory clarity in this regard. 

 
7. Traders not being allowed to participate in Case-1 bidding 

 
Ministry of Power have recently revised the norms for competitive bidding 
process to be followed by Discoms for purchasing power on long term and 
medium term basis. According to the new norms power traders are no longer 
allowed to participate in Case-1 bids. 
 

8. Open access not growing: 
The unwillingness of Discoms to allow open access to their consumers, in 
spite of facilitative provisions in Electricity Act, 2003, is acting as a major 
barrier to further growth and competition in the power trading sector. Growth 
in power trading can accelerate even further if the transmission corridor 
constraints, restrictive open access regime being followed in various states, 
excessive levels of cross subsidy charge etc do not hamper customer’s desire 
to avail open access power. 

 
OPERATIONS OVERVIEW 

 
TPTCL is the only trading company having regional offices in Hyderabad, 
Mumbai and Noida along with resident representatives in Kolkata and 
Dehradun. 
 
TPTCL operates control room at its NOIDA premise and functions on 24x7 on 
365 days basis.  
 
The Company transacted 11,488 MUs in FY14 as compared to 9,431 MUs in 
the previous year and has shown a CAGR of 31% over the past five years. 
The Company was ranked the second largest trader with a market share of 
14.03% in FY14. 
 
Under the TEAM initiative launched by Tata Power, TPTCL is playing a key 
role for supplying conventional / renewable power to several Tata Group 
Companies enabling them to achieve energy cost optimization. The Company 
is also assessing feasibility of using roof top solar installations for RPO 
management is also being pursued with Tata Group Companies.  
 
In the area of REC trading the Company has emerged as one of the largest 
trader in the REC market during the year. 
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COAL TRADING 
 
Coal is the most valuable and reliable source of energy to the economy of the nation. 
More than half of the current commercial requirements are met by coal. Global 
production of coal in 2012 was 7831 MMT and the major producers were China 
(3549 MMT), US (935 MMT) and India (595 MMT). Global coal trade is around 1800 
MMT per annum. India has third largest coal reserves after US and China and it is 
third largest producer as well as consumer of coal. The current proven reserves at 
118 billion MT in India are likely to last for 150 years. 
 
The gap between the demand and supply of coal in power industry is expected to 
increase continuously and the total quantity of coal expected to be imported is about 
213 MMT in concluding year of XII plan i.e. 2016-17. As per the present Import 
policy, coal can be freely imported (under Open General Licence) by Consumers as 
well as traders for further supply to the end user industries / power plants. TPTCL 
has started exploring the Coal Trading market and plan to develop it as a new area 
of business, in addition to power trading.  
 
RISKS AND CONCERNS 
 
Poor financial health of distribution sector is a matter for deep concern and has 
increased counterparty risks while the trading margins are reduced due to fierce 
competition.  Distribution companies (Discoms) prefer to shed load rather than 
purchase power, resulting in lower off-take and dampened prices in the merchant 
market. This has led to an anomalous situation wherein consumers have to invest in 
generating expensive power using backup power equipment while inexpensive 
power remains un-dispatched due to load shedding by Discoms. In addition, the 
unwillingness of Discoms to allow for open access to their consumers in spite of the 
provisions in EA 2003 is acting as a barrier to further growth and competition in the 
sector. Corridor congestion to Southern Region has constrained power flow to the 
region thereby increasing the power rates in Southern Region.  
 
The company enters into customized contracts with various counterparties 
including Discoms, Industrial Consumers, as well as CPPs and IPPs. Timely 
settlement of disputes arising out of non adherence to contractual terms by 
counterparties is a challenge. Clarity in jurisdiction and delay with respect to 
outcome of petitions filed in various SERCs may also affect business 
performance.  
 
With rapid growth in business volume and correspondingly increase in 
number of transactions that need to be processed and tracked for payments 
and receipts, there is a need to augment capacity of existing transaction 
processing platform. The Company has initiated steps to identify and 
implement a suitable solution. 
 
The Company takes into account factors such as credit worthiness and 
payment track record of counter parties and accordingly adopts appropriately 
customized risk mitigation approaches. 
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