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The Elcatricity Act, 2003 (*the Act” QL 1EA 2003) enacted with effect from June 10,
2003 requires the State Governments to initiate major changes in the Industry
Structure 2nd Operations of the State Power Sector. EA 2003 seeks to provide a
much-needea impetus to Power ‘Sector Reforms in the country by inco-porating
provisions that would resuit in a more competitive Power Sector. Sections 131
to 134 of the EA 2003 mandate|restructuring of the State Electricity Boards into
functional entities and corporatisation|of the same. Further Section 41 Proviso 3 of
the Act further mandates the unblindiing or separation of the transmission business
into transmission and power tré or bulk supply. The Act provides for the
reorganization of the State Elegtritity 3oards into Government Company or
companies in accordance with a\\ insfer Scheme to b2 notified by te State
Guver

I order to meet the requirements oﬂme Electricity Act 2003, the Government of
Tamil Nacu (GoTN) and the Tamil Nadu Electricity Board (TNEB) proposes to
restructure the State Power Sednn“ in concurrence with the Act requirements,
has accorced in-principle approval (tb the reorganisation of the TNEB, by the
establishment of a Holding Company, viz, TNEB Limited and two subsidiary
companies, namely the Tamil Nadu Transmission Corporation Limited
(TANTRANSCO) and Tamil Nadu Genération and Distribution Corporation Limited
(TANGEDCO), with the stipuiation that the aforesaid companies shall be fully owned
by the State Government. |

As per the requirements of creation “af new companies stated above, the staff
transfer should be simultaneous with the formation and registration of the new
company/companies. Based on the reglirements of restructuring process as well as
<onsidering te Interests of the staff of TNEB, we have fisied Out the major issues
that must be addressed as part of the Transfer Policy and Pian. The objective of such
transfer pclicies is to - T‘rn

1) To meet the immediate ne ‘ tructuring;

2) To safequard the interest of the emrioyees of TNEB;

3) To enable the new organisations to stabiise their operations in @ more

efficient way after they are foff f; and
4) To zddress the long term needs of the organisations.

2. Transfer Policies -
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i e
/5 e principles on the basts of whlﬁt“fu‘e transfer policies under the transfer
/'stheme are proposed are outlined as‘ ir:

i
|

1 The Transfer of persannel shall|Be subject to the terms and conditions
contained in Section 133 of the Act.

2. All employees will be employees of TNES LIMITED until they are formally
transferrad to one of the new companes.

3. The State Govemment shail in consultation with the TANGEDCO,
TANTRAKSCO and the Board finalize the transfer to and permanent
absorptian of the Personne! takig into account the suitability, ability and
experience of the personnel, ndmber and nature of the vacancies and
other relevant factors and isstie appropriate orders for such permanent
absorption within the provisional(period of the transfer scheme which is
Proposeo to be one year.

4. Until such permanent transfer an Employee will be sent on deputation to
any one of the new companies. (greferably ~ TNEB LIMITED)

5. Any employee can be automatically allocated to the same position in one
of the new companies (i.e. s is\where is basis) if his/ her present job
function is shifted, that is, transferred to the successor entities. This wil
be the primary basis for determifation as to where an employee will be
stationec and to which company he/ she would be transferred.

a. Thus all personnel working in Generating Stations and associated
functions shall get transferred/to TANGEDCO.

b, All personnel working in | jons of 66KV and above shall stand
trans'erred to TANTRANSCO. | |

€. All personnel working in Substations of 33V and below shall stand
transerred to TANGEDCO, ||

d. Al personnel attending to transmission systems of 66kV and above
shall stand transferred to TANTRANSCO.

e All personnel attending to distribution systems of 33V and below
shall stand transferred to TANGEDCO,

f. Al personnel assigned to work in checking and maintaining Relays
and Communication sy prevails In transimission system of 66 kV.
and zbove shall stand transfefted to TANTRANSCO.

g Personnel in Circles, Divisions and Sub-Divisions working n respect of
Distrioution related equipment and systems shall stand transferred to

. TANGEDCO. il | i

h. Personnel in Circles, DmsganJ

Transmission related equipmen
to TANTRANSCO.

d Sub-Divisions working in respect of
and systems shall stand transferred
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6 Where there are urgent
avaiable within, the tra
iiTespective of where the en;

bving the necessary qualfications and
position.
choose to advertise for the position

experience can apply
b, The management may
outside in recognised pers and other media
€ There may be more tha & - application for the position from within
all the companies of the krstivhile TNEB.

d. The right person would b selected based on an interview by the

ted by the Managemert for the purpose.
e In case there are o intedfal applicants for the advertised position
andfor no insider is fourid § be fitting the requirements of the post,
any can induct an outsider for the post.
a for a given post from within the new
can also decide to transfer a person of
their choice to that hin the other companies.

a. Care would be ensure that this should not affect the
employee negatively | iff' terms of growth opportunities and
emoluments. # 1

8 The management has the pr
employee, based on the

7. In case there are no a
companies, the

ative to decide on where to post an

ds of the organisation. However, care
should be taken to m;*a that this is done with minimum negative
impact on the employee/s and their families.

9 On the Date of Transfer notiled by the State Govemment for transfer
of the Undertakings, the persbrnel of the Board rendering services to
more than one Undertaking! or otherwise the services of common
nature: shall continue to rendds sach services in the same manner as
before tillfurther orders of thé! Chairman of the Board.

10. The State Goverment. shafl, in consultation ith TANGEDCO,
TANTRANSCO and the Bobid, constitute a “Employee Transfer
Committee” as the State Govemment may consider appropriate to
a. receive representations from the Personnel in regard to their

transfer and absorption it successor entities of TNEB and
b. to make recommendation bn such transfer’ and absorption, within
such time as State Goverfyvert may specify for the purpose.
11, A "Counseling cum Grievance-Handiing Cell” wil be constituted under
g “Employee Transfer Committed” at TNEB LIMITED with senior officers
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21,

1

who have good creaemél%

cceptance among employees as its

memoers. . b

i take a decision on the transfer and
Personnel in successor entities after
hon of the Committee appointed for the
Gilers for such transfer and permanent
absorption of the Personrek:{
Locational shifts will be has&lbn critical needs of the organization and
such transfers will be i with the concermed employees prior to
such transfer and they Wil be. explained about the need for such
transfer. l';
Managements of the c
HR Palicy Handbook ta

The State Government
permanent absorption

s have been asked to prepare a new
account the new requirements. The
Policy would replace all ik loider policies, urless otherwise stated.
However, until such a Polity Handbook is issued, the existing policies
shall be considered-as applicable and will not in any way affect the
employees. it
Notwithstanding the provisional nature of deputation of personnel to
the new companies, all deputed personnel snall discharge the duties
assigned tn them from time td| time by the managements faithfuly.
The companies have the Hower to exercse administrative and
disciplinary control on all §(ich\deputed personnel.
Upon the finalization and!isde of orders, the personnel shall form
part of the services of thie sdccessor entities concered, in the post,
scale of pay or seniority in accordance with the orders that may be
ssued forthis purpose. |
“The terms and conditions bf §erice of the persornel sl not n any
way b less Favourable in'mahetary terms than what was applizable
prior to such transfer. | it
Continuiity of service and fetfiement age will not get altered by such
transfer, except where the Mianagements may want to extend the
service of the employee ed.
Subject to the provisions of tHe Act and this Scheme, the successor
entities shall be entitled to mddify or frame new requlations governing
the conditions of service of dgfsonnel transfered under this Scheme,
but te rank, scale of pay, s3iary, ailowances and other pecuniary
benefits ircluding terminal begefits after the effective date of transfer
shall not in any way bel fdferior to thoss applicable to them
immeiately before the transfe
In respect of all statutory dnajother schemes and employment related
matters inclucing the providetifund, gratuity fund, pension and any
other superannuation fund orgeiny other fund created or existing for
the benefi of the personnsl te relevant succassor entity shall stand
substituted for the Board for allintent ancipurposes and all the rights,

il

i
J
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2.

25

26.

powers and obligations
shall be treated as h:
above.
The State Government lotify appropriate arrangements in regard
10 the funding of the peRidlt funds and other personnel related funds
to the axtent they are led on the date of the transfer of the
personnel from the Bodidfincluding for the due payment of the
amounts to personnel wig @tire after the date of the transfer, by the
respective transferees to wkch the personnel are transferred and til
such time the Transferees aid the Board shall be jointly and severally
responsible to duly make Such payments to the Parsonnel.
The State Government s»;'aw‘i-.‘oufy appropriate arrangements in regard
to the funding and duél payment of the terminal benefits to the
existing pensioners of :i 10 as on the date of the transfer and till
such time the Transferees dhid the Board snall be jointly and severally
responsible to duly mak payments to the existing pensioner
Personnel.
For the purpose of this
a. "Existing Pension
pension as on the d;
include family memt
scheme, and
b, “Terminal Benefits'
liabiities,  including |/
encashment, and  gen
retirement  benefits an
fight to have the appy

ns all the persons eligible for the
the transfer from the Board and shall

{freans the TNEB'S employee-related
ents of pension, gratulty, leave
provident fund, and any other
r applicable benefits including the
briate revisions in the above benefits
consistent with the pracice that were prevalent in the Board.
All proceedings including disgiplinary proceedings pending against the:
personnel prior to the date'of the transfer from the Board to the
Transferee or from such’ successor entity transfer to another
successor entity, as the case may be, or which may relate to
misconduct, fapses or acts, of commission or omission committed
before e date of the transfer, shall not abate and may be continued.
The personnel transferredl $hall be deemed to have entered into an
agreement with the Succébsor entity concerned to repay loans,
advances and other sums dbs and perform obligations undertaken by
them to the Board which reffsin outstanding as on the date of the
transfer in the same mannr bn the same terms and conditions as

Government or other organfzation on deputation to Board as on the

date of the transfer but Sucbfpersonnel shall continue on deputation

g
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|
to the concerned r Bty to whose services they are assigned

an as is where is basis tilfuf
27, Any orders passed by d

Classifications and transfef! of * property, rights, liabilities and

proceedings provisional in th

The dlassification and transfer
Scheme, unless otherwise sget
Government, shall be provisi
date of transfer or any other
At any time within a period of g

rtakings including personnel under this
4 in any order made by the State

period of ane year from the respective

ified by State Government;

year from the respective date of the
twansfer or any other date a3 3 nded by State Government, the State
Government may by order to bé ndtified amend, vary, modfy, add, delete or
otherwise change the temms and Fonditions of the transfer including items
included in the transfer, and transfer the functions or such properties,
interests, rights, liabilities, pe-smhel and proceedings forming part of an
Undertaking of a Transferee to!that of an other Transferee or the Board or to
the Statz Government in such mahner and on such terms and conditions as
the State Government may considér appropriate in terms of the provisions of
the Act. {
On the expiry of the period on‘we‘ months from the date of the transfer or
any other date as i State Government and subject to any
directiors given by the sm¥ ment, the transfer of undertakings,
properties, interests, rights, Iiu s, personnel and proceedings made in
accordance with the Scheme shalflbecome final and the transfers under this
Transfer Scheme shall stand cofpkited for all intent and purposes
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1 Background

Among the unfunded liabites, the labily arising out of inadequate provisioning of
the requirements to meet retirement Henefits of the employees needs specific
attention, as there is a need to provide "@8surance” to the current / past employees
of TNEB regarding protection of their future needs. Further, protecting such terminal
benefts is ais0 3 statutory obigation Urider the Companies Act. Further, as part of
e Reforms process it is important o ‘ensure protection of the terminal benefis of
the past and current employees of TNEB and propose an appropriate treatment for
handiing the issue related to the labilties arising out of the terminal benefits and
nclusion of the same in the Tvansferr' Scheme to be notified as part of the
restructuring process.

)l
The estimation of the iabiities and cash outfiows need to be based on detailed
Information, by adopting necessary scientific methodologies, which are carried out
under “Actuanal Analysis”.

rrently, consultants have undertaken la provisional estimation of the pension
liability without any certified actuarial yaluanon technique. Therefore, the value
might undergo a change once the actuarial valuation is undertaken at the time of
finel transfer scheme. “

ik

2 Strategy for managing the terminal

I
The amount of liability and cash flows that need to be recognized and managed is
substantial. Further, the point-of-servieing| of these fiabiiies is to be considering the
Interest of the employees as well 25 Of the successor entities. The strategy therefore
needs to consider the magnitude of servicing requirement as well as the varied
nature of servicing requirement, in the backdrop of legal requirements.

iabilities

2.1 Ownership of the Terminal Liabilities:

na TAN

The liabilities on account of retiremant benefits could be considered for retention

I Page No. 1
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[image: image9.jpg]with the sector entites, namely Lwﬂ',frmcsnco and / or TANTRANSCO. Based
on the allocation of employees t the successor entities the liabilties may be
allocated in the employee ratio. || 1}

|
The costs associated with the liabiities may_be considerec as a pass through in
tarfs by the sector entities As the €osts and fariffs in the sector are subject to
Requiatory regime, the allowance bf the costs far recovery through tanff may be
subject o regulatory risks;

- Liability of pensioners to be retained with holding company and of

xisting empl wi EDCO and TANTRANSCO in the ratio of

their employees:

One of the othe- options is that the un-funded liahilities on account of the

avisting employees to be retained by the successor entities and for the retired

personnel, the same is to be retaified with the TNEB hoiding company. The

retention of the above liabilities rieeds to be viewed on the following grounds:

« Any deficit can be recoverec by passing the same to its subsidiaries ie.
TANGEDCO and TANTRANSCO who would in turn recover the same throuah
Hike i tarif o subsidy suppdt fid‘m Governmant;

2.2 Options for recognising the liabilities:
While, the future funding  of the lretifément fiabilties would be met from the
contributions made by the employer, and are expected to be parked with desired
trust / institution, the options for recognizing the past liabilities needs ko be explored.
Since the front end funding of the liabiities is not feasible, other avalable / feasible
option (o recognise the fiabiity s thiough issue of financial instruments (Bonds) in
form of dent hy the successr enfity(ies) £ the respective trust(s)

The financial instrument and its features are discussec below.

- Structure of bonds for servicing the liability

The bonds conterplated need to have the fallowirg structure

« The bond woud carry an itrevocable and uncorditionsl Government
Guarantee for servicing the bonds. The Goverment may consider walver of
quarantee cormmission on me,?q@ntum of the bonds;

+ The instruments would be redkemed over a long matuity period and would
be structured to meet the annual payment requirement oy the trust;

« It proposed that this liabilty Should be broken Up into 8-10 bonds of
maturity from 15-30 years and staggered repayment credules.

2.3 Options for Servicing the Liabilities

| Page No. 2
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the financial instrument (bonds) need
The optons for raising resadrces for the
out are as follows.
Pass through of the actual ca on aceount of servicing the past
unfunded liabilities through the costs, to be recovered through tariffs,
subject to regulatory approval. The same may result in tariff increases (the
quantum of which would depend| G extent of neutralising of the increased
costs possible througn efficiency improvements)
in case the consumers cannct absafb the increased cost; GoTN may have to
Drovide necessary revenue subsidy| tg make good the cost-revenue gap.
|

Operational structures for management of liability and cash flows

Options for issuance of  fiancial instruments (bonds) for
operationalisation I
The options available for iss jor financial instruments for recognition of
the liabilities are: 1
(2) Issuance of bonds to asi friaster trust;
(b Issuance of bonds to tusts|of respective sector entities;
(c)  Issuance of bonds to Usts dnd create a pension fund with LIC (With
role for TNEBL); o
(d)Tssuance of bonds to trusts and create a pension fund with LIC (Without
any role for TNEBL);

In order to establish a payment mechanism which would enable the
employess receive their payments from a single agency (trust of the company
from which ne retires), TNEB needs to establsh a mechanism for transfer of
amounts to the trust of the respective companies proportionate to their
share, fer which the following fouf funding options are available:

I

(@)
As per this option, TNEB Limited Would issue bonds (under GoTN guarantee)
to TNEB trust for the entire ter i liabilities identified as accumulated past
unfunded lability (till transfer dAte) on account of pensioners and current
employees. TNEB trust wobld Khen service the liabilities of the retired
personnel and the employess of the successor entities as and when they
etire by transferring 3 corresponding amount to the trusts of the successor
entities including servicing the ligbilities for pensioners. For the servicing of
fiabilties in the post transfer patied each successor companies would provide
contribution to their respective

(b) Issuance of bon ren
i
Upder this vption, TNEB Limited would issue bunds Lo Uhe rgspective rusts of
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the successor entities. These! tists would then pay the employee liabilities a5
and when due, from the blebt service received on these bonds from successor

entities from their revefiue operations. Also, the serviding of the retired
pensioners will be carried jby the trust of the successor entities. Retired
Perscnnel would be aldeated a trust of respective successor entities for
collection of their retiremprit benefits.

Under this option, the ¢ m %\al liabilities are bifurcated into two parts;
Pensior liabllity accrued fill the date of unbundiing of THEB and Estimated
Pensior Liabilties to be discharged by successor entities for employees undsr
sewvice. In the given case, @ lbond is issued to the trust to discharge the
pensior. liabilities estimated prior to unbundling of TNEB and the pension
liabilties post. unbundiing Wil be serviced by LIC / any other recognised
financial institution through purchase of annuities by the successor entities by
way of contribution towards the fund every year. In the given case, the
liability towards retired pehsioners will be assigned to TNES Limited whereas
existing employee’s pension liability will be assigned to TANGEDCO and
TANTRANSCO. The bond issued by the TNEB Limited to the trust related to
the liatilities towards retired pensioners will be financed oy TANGEDCO and
TANTRANSCO through the contribution every year, The LIC pension Fund
would then pay the employee liabilities as and when due from the deot
service received on these h‘bnﬂs;fmm Trust.

(d) Issuance of bonds to trusts and create a pension fund with LIC,

The givan option is similar to the above option whereby the terminal liabilities
are bifurcated into two parts:| Pension liability accrued till the date of
unbundiing of TNEB and EStimated Pension Liabilities to be discharged by
successor entities for employees under service. In the given case, the total
pension liabilities will be mg‘ﬂﬁd to TANGEDCO and TANTRANSCO in the
existing employee ratio. TNEB LIMITED will have no role to play in the given
model.

In the given case, a bond (s issued to the trust to discharge the pension
liabilties estimated prior to. unbundling of TNEB and the pension liabilities
post unbundling will be serviced by LIC through purchase of annities by the
Successor entities by way of contribution towards the furd every year. Also
the bord related to the liabilities for retied pensioners will be financed by
TANGEDCO and TANTRANSCO through the contribution every year. The LIC
pension Fund would then pay the employee liabiliies as and when due from
the debt service received on t‘hse ‘bonds from Trust.
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