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'INTRODUCTION

l. rhe Chairman. Commiit€e on Public Undetakings (2016-2019) having

beetr authorised by the Committee to Fesent the Report on theh b€half, Fesent

this Fony Eighth Repon on the Action Taken by Govemment on lhe

recommendations contained in the Second Repon of the Commilte€ on Public '

Undenakings (2011-2014) relating to Kerala State Electricity Boad based on lh€

Report of the Comptroller and Auditor General of India for the years ended

31-3-2005. 31-3-2006 and 31-3-2008 (Comnetcial).

The statem€nt of Aclion Taken by the Go!€mment included in this repon

were considered by rh€ Comittee constituted for the year (2016-2019).

This Report was considered and approved by the Committee at tbe meeting

held on 2-5-2017.

The Committee place on lecord their appreciation of the assistance €ndpr€d

to them bv &e Accountant Gen€ral (Audit) Kerala iD lhe examination of ihe

statement included in this Report.

Thiruvananthapuram,
2nd May, 2017.

C. DIvAKAxAx,

Chai/ on,

Comnittee on Publie Undertakings.



R"EPORT

The Report deals with the Action Taken by Covemmenr on the
recommendations contain€d in the Second Repon of the Comminee on public

Undertakings (2011-2014) relating ro Kerata Stare Electricty Board based on the
Report of rh€ Comprrouer and Auditor cenerat of India for rhe year ended
3l-3-2005, 3l-3,2006 and 3l 

'2008 
(Commerci&l).

The Second Repon of lhe Commirtee on Public Underrakings (2011-14) was
presented 1o the Hous€ on 2l-62012 and it contained 8 recommendations in para
numbers 5, 6, 8. 12, 13, 15, 19. 21 and the covemment tumished replies to a of
them. The Conmittee (201&2019) comidered rhe replies received from
Gov€mment at iis meeting held on 2&12 2016.

The Committee acc€pred the replies ro rhe recommendations in para No. 5,

8, 12, 13, and 2t withour any remarks. These recommendations and their rcpli€s
fumished by Covernment fofm Chapter I of this Reporl.

The Committee accepted rhe replies lo the recommendarions in para No. 6,
15 and 19 with remarks. These necommendations, their replies furnished by
Govemmenr and remarks of the Commiftep form Chapter II of this Report.

612.t7.
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CHAPTER I

REPUES FTJRNISHED BY CO\GRNMENT WHICH HA\'E BEEN

ACCEPTED BY TIIE COMMITTEE WITHOIiT REMARKS

Depalment Recommendalions

"i".enea 
of the Connittee

Action Token
by the

(t(4)(3)(2)0)
The Cornmittee obs€rved

that though Indsil
Eelctrosmelts Limited
had completed the
construction of 2l MW
captive Hydro Electric
Power Plant at Kuthungal
in August 2000, the
K.S.E.B failed to
construct allied
ransmi$ion lines within
the stipulat€d time, as

per the agreement. The
committee wants to
know the reason for the

delay of three months in
providing the allied
transmission line. The
Committee also
recommends that tn
future th€ Board should
take steps to get works
done within th€
stipulated time and as

per the terms and
conditions of ag€ement

The conslructior of 110

Kv DC line from
Kuthungal to NerYa_
mangalam was for the
transmission of Power
from Kuthungal HYdto
Electric Project. Earli€r,
Board had accorded
administratlv€ sanction for
an estimate amountrng to
t 881 lakh for the

construction of 15 krns of
110 KV DC line from
Kuthungal to Nerya_
mangalam in 1998 vide
BO. No. 1354P8 (TCI/SS/

317195) dated 24-6-1998.
The completion Period
specified in the iender for
the construction of
subject line was l2
months, Latet, the work
was split uP into two
stretches and award€d
€quaUY anong 2 conluciors,

so that the compl€tion
period sould be

compressed bY half the
period, considering th€
urgency. Board sanction
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for th€ same was issued
and the work was
awarded to (l) M/s
Hitech Toweis and (2)
Sri- D. Ajayakumar on
l6-6- 1999. The abov€
arangement was done for
the early execution of the
l'ork before rhe
commencement of power
Seneration from the
Kuthunsal
House,But the agreement
for work woutd be
execut€d only
2+r1 -1999 and 2l-12-1999
with M/s Hi-tech Towers
and Sri. D. Ajayakumar
respectively because the
award of work was
challenged in rhe
Hooourable High Court
by Sri. K. J- Jose, who
was another tender€r in
the contract. While the
work was being ex€cuted,
som€ abnormaliti€s were
ooticed in the estimate
and the actual letrgth of
line was found to be
16377 I(rD. Th€ Kudungd-
Neryamangalam 110 KV
lrne roue in ldukki Distrcir
is hilly arca ad th€re was
no road approach to most
of the tower locations.
He[c€ contractors had to
use headload provisions
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which also resulted in lh€

delay in completion of
work. After complelon of
line stringing, lst circurt
was charged on 27'5-2001
and znd circuit charged
on 13-7-2002 The Audit
Party oberved that KSEB
failed to construct allied
transmission lines for
evacuation of Power from
Kuthungal power Project
within the stipulated time
as per th€ agreement lt
may be noted that court
cases and Public inter_
ventions severelY affect
th€ timely completion of
transmission lines More-
over due to fte special
nature of terrain and thc
thick population, drawing
of t-ansmission line in the

State is getting more and

more difficult lt may
please be noted that
KSEB had tak€n all out
efforts for the timely
completion of the work
but the undue delay was

due to courl cases

involved and difficult
terrain alodg the line
route, which restricted
easy to the work site,
were b€yond the control
of the Board.
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Power The Committee recom-
' mends that the Board

should evolve an
ef€ctive intemal conrol
mechanism so that lapse

like delay in raising
demand from consumers
and in collecting dues
from them ca! be
avoided.

It may please be noted
that the Security Deposit
required by a consumer is
reviewed during the first
quaner of every financial
year. Whenever additional
cash deposit is requir€d.
AdditiorMl Cash Deposit
notices are issued during
the first quarter of the
finaocial year itseli In
order to avoid delay in
raising th€ demand, this
Process has been
automated and Additional
Cash Deposit notices are
being generated through
'En€rgis€' Software.

After the enactment of
Ele€tricity Act, 2003 and

upon inception of the
Kerala State Electricity
Regulatory Commission
(KSERC) the Comnission
is the authoriay to
determine tariff applicable
ao licensees in the State
of Kerala, lhe Commission
had issued regulations for
determination of tariff of
licensees and as such the

earlier differentiation of
larifs as Cl and G2 tariff
based on self consurnption
of licensees is dispensed
with by the Commission.
The Commission deter-
mines the larifi applicable
lo liceflsees based on lhe

Pow€r Thete is !o data seen
available with KSEB on
the actual quantum of
power construcuon by
TATA. It is surprising lhe

.note that no metre had
been install€d to measure
ihe consumption of power
for o*n use by 'IXIA, a

licensee who distributed
Po\ter to the Public also.
The committ€e therefor
recommends that the
Board should take action
to measure sep€mtely the
power consumed by such
liccnsees. So that their
eliSibility for s€perate Crid
Tariff can be ascertained
pmperly. Th€ action taken
in this regard should be
intimated to lhe
Committee.
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Requirement & Exp€cted
Revenue from charg€s
(ARR & ERC) of each
licensee every year. Since
KSERC detennines tariff
appiicable to licensee
based on ARR & ERC,
consumption details
including self consum-
ption of each licensee is
made available by the
rcensee Derore t(sl1KL
while filing petition for
determination of tariff
before KSERC. For this
purpose the licensee has
installed seperate meters
for all consumers
ilcluding for assessing
the self consumption in
the tea factories and
esrates. After detailed
scrutiny and public
hearing, KSERC fix€s the
tariff applicable to each
licens€e and thus
appfopriate tariff is ascer-
tained by KSERC
following due procedule.

Th€ KSERC while
approving the ARR &
ERC of M/s Kannan
D€van Hills Plantations
Company Privare Limited
(KDH PCPL) (erstwhile)
TATA TEA Limited. For
the years 2008-09 and
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l3 The Commitlee tak€s
note of the fact that an
Assistant Engineer of
KSEB had report€d ihat
TATA consumed more
than 50% of total power
for th€ir own use. But
the justificatioo of the
Board, that the reply of
Assistant Engin€er was
made without detailed

2009-10 had insisted for
metering of self consum-
ption as well as
consumption of all
consumers including rea

factories and estates to
arrive at lhe Bulk Supply
Tariff applicable to
KDHPCL. Aggrieved by
the direclive of KSERC.
KDHPCPL filed Appeal
Petirion No. 193 of 2009
before the Appellate
Tribunal for Electricity
New Delhi (APTEL).
APTEL upheld the above
methodology of fixing
tariff for KDHPCPL whil€
disposing the Appeal No.
193 of 2009 files by
KDHPCPL and as such all
consuners in the lic€nsed
arca of KDHPCPL are now
metered including self
consumption of the
licensee KDHPCPL.

The Committ€e may kindly
no1€ that even though lhe
officer had err€d in
reporling on the actual
consumption percentage
of M/s TATA Tea Lirnited.
Government had not
inculr€d any financial loss
on a€count of the same.
The Chief Engineer
(Distribution Centre) has

reporled that the
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saudy on the matier
shows how the Board
Authoritres are indrffer€nt,

inactiv€ and inefficient in
respect of Board's
routine affairs like
cla$ifying the licensees
according to the power
consumption. Such
irresponsible reporting
by officials of the Board
cannot be accepted by
the Committee. The
Committee would like to
be intimaFd whether any

departmental action had

been initiated against the

AE for misresponsing
the facts and if not the
reasons thereon, The
Cornmittee directs thst
such reporting without
propef study and
und€rstanding of issues

should Dot be repeated
in future and such
officials should be given

appropflat€ punishment.

concern€d offi cer against
whorn disciplinary action
was to be initiated was
Sri. K. R. Narayanan
Assislant Engineer,
Electrical
Chithirapuram who has
already retircd from Board
Service long back in 2002
and as per the provisions
contained in Part III of
Kerala Service Rules,
departmental proceediags,
if any aBainst a retired
employee would be
initialed only in respect of
any event which took
place within four yesrs
before the dat€ of
initiation of such
proceedings with the
saoction of Govemment .

Since in the prcsent case,

the event of misresponsing

of facls by Assistant
engineer has taken Place
during 2002 no
departmental action could
now initiated against th€

Considering the above
facts and the scasonal
pattem of consumption by
Tea Industry and the
geographical and other
complexities in distribution
n€twork in Munnar area,
ihe comditlee is
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21 Pow€r The acrion of KSEB in
allowing
concessrotr to private
licensees like TATA Tea
Limited, beyond rhe
scope of the licensing
agreemcnt and
considerable reduction
of penal interesr is
viewd by th€ Cornnitt€e
as sh€€r favouritism
r€sulted i! the loss to
Board's exch€quer.
Wh€n the board pays a
sulliciently high rate of
intercsl or loans taken
by it, granting of such
concessions amourlt to
misue of morcy which
in warantcd under any
crcumstances. The
Committee cannot but

this
unjustifi able relaxation
given to TTL, espe€ially
whed TTL had retain€d

requested to take a
lenient view and condone
the humatr error occur€d
on the part of the
Assistant Engineer in
arriving at the percentage
of consumption ol TATA
T€a Limited for own
co$uhptiotr and to drop
further action h rhis
rcgard.

The audit observatio! is
that by reducitrg the
penal intercsl frori 18%
to 12% to M/s TATA
TEA limited Board had
incurred a revenue loss to
the tuDe of t 61.32 laki.
In this context it is
Pertaint to take inlo
consideration rh€ entire
episode which pav€d the
way for the On€ Time
Settlement between KSE
Board and M/s TATA
TEA Lirnited which has

elaborarely
submitted itr the repty at
Audit para srage.

BACKGROIJND OF
lHE ONE IIME
SETTLEMENT

The Kerala Stat€
Electricity Regulatory
Commission vide irs order
dated 20-8-2003 has
apprcved the crid Tariff

tt16/20l'1.
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coll€cted by it from
consumers. Such con-
cessions would send
wrong siglals to private
licens€$ to retain huge
amount due to KSEB-
Heoce hereaftei timely
measures sho!ld b€
taken to collect the
amounts due to board
which is retained by
privat€ parties and no
undue concessions
should be gratrted in

for Lincens€es with effect
frodt 1-1-2002. M/s TATA
TEA Limited challenged
the order and filed lwo
petitions before the
Honourabale High Court
of Kerala.The first case
was filed against the
arr€ar bill for the Period
from l0/2002 to 3/2003
served on them by
Special Oficer (R€v€nue)
in 4/2003 based on aew
tariff. The second csse
wad flled agaiost the G.id
Tariff Order approvei bY

the Honourabl€ Kerala
State Electricity
Regulatory Comrnission
M/s TAIA TEA Limited
went oo making Paymenf
in the pre-revised tariff in
the lieht of the stay
order obtained from
Honourable High Cou( of
Kerala against the revised

tariff aad the matter was
pending resulting in
rec€ipt of charSes orly at
ple revision rates. This is
the circumstances which
l€d to the discussion with
M/s TATA TEA Lirnited
on 28-9-2005 and 29'9-
2005 and formulation of
One Time Settlement
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M/s TAIA TEA Limited
agreed to accept th€ tariff
rcvision ftom 10/2002 and
agreed to wiihdraw aI the
cases ftom 10/2002 against
tariff revision ir the
Honounble High Coln of
K€rala. Moreover M/s
TATA TEA Limited h6d
agreed to renit an arnount
of I 40 lakh which was
long pending arrear
through Ooe Time
Settlement package, M/s
lA-fA TEA Linited agr€€d
to make payloent it the
revised tariff rate and th€
Board was abie top g€r a

revenue gain of 39% by
way of i,lcreas€ in cun€nt
charge.

Reduction of penal
lnter€st Fom 18./. to l2y,
The Board has been

-initiating stringmetrt
measures to realize the
long pendiq arrcan from
defaulters of clectricity
charge, Several schemes
has been evolved and
adopted by the Board for
early rccovery of arr€ars
outstanding. In order to
facilitate sp€edy effective
settlem€trt of lhe peding
disputed oa3€s of HT/EHT
consumers, the Board
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apProved the scheme for
One Time Settlem€nt of
dues of HT/EHT
consumers. As Per the 4th
guidoline of tbi6 order the
peaal interest would be
reduced to 12% per
annum, if the consumer
was feady to clear all the

arrears in one lump sum.

Also it was mentioned in
clause 23 of Supply Code
2005 notified by
Honourable Kerala Slate
El€c.ricity Regulatory
Commission on 2-3-2005
viz. 'ln case of belat€d
patmenq p€nal interest 3t
twice the bsnk rate baied
on ach.tal nunber of days
of delay from due date
may be €harged by the
liceosee". The Prime
Lending Rste remsined at
6% lor many years in dle
past 5nd 12% interest was
fixed as p€nalty for
belafed payment as pa
of One Time Settlement
Packase. The reduction of
penal intdrest from 18%
to l2o elas made in the
wake of B.O. dated 20-12-
2005. Also the p€nal
int rest @ r2yo pe!
amum for arrears up to
30-10-2005 was calculated
as per the Board Order,
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subject to the condition
that M/s TATA TEA
Limited clearc the arrears
in one lump within 15
alays from the date of
conmunication aDd if they
don't agree and make
payment, tle concession
in int€rest would be with

Hence, by way of
providiry OTS scheme to
TTL for cl€aring the long
p€nding dues, Boaral was
successfirl in realizing the
biocked principal amounts
due to the Board, €ven
though the p€nalty
chargcs werc realizcd a
lower incerest rates.

It may kindly be noted
that the introduction of
such One Time Settlement
packages is a gederal
practice followed by the
Board with the objective
to settle long pending
issues and litigatioD! and
to do away with the
blockage of revenue due
from such defaulters,
which was ext€nded to
TTL also to settle their
long p€nding arrears.

With regard to the
recommendation of the
Commiite€ that timely
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measures should be taken
to collect the amounts
due to the Board which is
applicable for private
parties and no uodue
concessions should be
granted in such cases, it
is submitted that in ode.
to aroid blockage of sumg

die to the Board by way
of sale of powcr, Board
has executed the Power
Purchase AgtEemeni (PPA)

being executed q/ith
licensees by introducing
sufficient payment
security mechanism such
as revolving inevocable
Letter of Credit (LC)
equivalent to monthlY
charges in addition to
security deposit to be
kept with the Boa.d.
Presently regular
electricity bills are
prcmptly realized fJom sI
licensees io the Sbte,
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REPLIFS FT]RMSHED BY COIERNMENT WHICH HA\E BEEN

ACCEPTED BY TI{E COMMITTEE wlTH REMARKS

SL Para Departmenl

No. No. concerned

Action Taken

by the

(t(4)(3)(2)o)
The committee further
obsewes that inordinate
delay had occuffed on
the part of Covemment
in settling th€ dispute
betwccn KltlJ ans
Indsil. Despite reP€aled

direcrion ftom the tligh
court to GovetMent to

settle the dispute beforc
Deocober 2001, the
Govemment did not take

any decision till MaY

The High Court in rts
Judgement date4 8-8-2001

in o.P No 23l20l2ool
had directed Govemment
to dispose Ert P5

representation Pending
before govemment withia
3 months from the date oi
r€ceipt of the coPY of the

Judgment. But from rhe

files availablc in
Govemment regarding ore

OP it us seen that the

Judgment was no.
received in Govetnment
iill 3-8-2010. During a
review of a recmmeadation

of the Committee on
Public Ubdertakings this

Judg€ment came to the
nodce of Govemsed and

thus a coPY of the
Judgment was obtaid€d
from the Office of the

KSEB otr 3-8-2010. On
the basfu of th€
directions of the
Honourable High Court
coDtained in the above
Judgment, the Petitioner

2005 Such
utrpardonable delaY on

the part of tb€
Governm€nt to settle a
disput€ involving a cleim

of 14.27 crore and

interest theleon, had

f$ulted in heavy loss to

the Board. The
Committee therefore
recommends that if the

dispute saill remain
unsettled, imoediate
$eF should be taken to

settle the dispute 3o that

further d€lay in
recovering the dues
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could be avoided. The
Commitee also desires
to know the position of
the two cases after their
hearing held on
3l-8-2010. A derailed
report in this regard
should be funished ro
the Commitree without
delay.

company was invited for
a hearing on 3l-8-2010.
Instead of appealing for
the hearing the petitioner
company informed
Government Vide their
leu€r dated 13-8-2010 $at
they have filed WP(c)
20393/2003 in rhe mater
an have produced lhe
abov€ Judgment as Ext.
P9. It is also report€d
tbat W?(c) 203932003 was
refened to Division Bench
and the Division Bench
on 24-9-2003 pass€d an
Interim Order that status
quo to be maintained
particularly when the
issue itself relates to the
demand covered by the
Judgment in O.F. No.
2312012001, they bfoImed
that it wa! not al4ropdate
thal any hearing is held
which will be yiolative of

Renalfr:-The Commiriee desi.es to b€ inlimated the pres€lt stage of the interim
oder ofthe High Court Division Bench on 24-9-2003 -a- ,r-t to IJo, *n"O", _y
d€cision ha! been taken to lacate rhis interim oraler aDd also whether the frnal verdict
has been issued by the Hon,ble High Coud ofK€rah.

l5 Po*€r Tle Co0rdittee wants
to be informed of the
outcomes of the case
filed before the court
by Indsil or the
issue,

One of th€ claios of M/s
Indsil Electroaics Ltd. Is
regarding the Maximum
Dernand (MD) rebare. The
W? (c) No. 20383/03, Wp
(c) No. 2008/07 filed by
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the consum€r, interalia
contains prayer for,
allowins MD rebate as
per lheir interpretation.
These WP(C)S are
perding before th€
Honourable High Court of
Kerala.

Steps have been taken for
getting the above WP
(C)s disposed off st the
eafliesl.

In the light of the above
facts and explanations,
the Honoumble Committee
on Public Undertakings
may kindly be apprised of
the facts and the
recommendations rnay
please be got dropped.

ienar&s:-The Comminee wants to know the present stage of lhe case pending

before the Hon'ble High Court of Kerala-

M/s Euro Marine Products
Limited (EMP) retused to
make payment against the
short assessment bill for
t 10,20,134 issucd on
2?-5-2006 and drc cotrsumer

challeng€d the demand
before the Honourabl€ High
coun ofKerala by filing WP
(c) No. 15138/2006. the
Honoursble High Court
disposed of the petition on
l2-62006 with a dir€ction to
the Board to decide the

19 Power The Committee desires
to know the present
position of the case in
r€spect of the Euro
Marine Produot3 Ltd.
Filed before th€
Honourable High Court
chall€nging the claim of
the Board The
committee also wanls to
know if the amount due
to KSEB Son EMP had

since b€€n realized.

t1t612011.
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matter afresh. Io the
meadtime another
consumer named M/s Baby
Msrine Pmducts, Kozhikode
had moved the Appellate
Tribun6l of Electricity
Regulatory Commission
dated l1-5-2006 which
interalia upheld the decision
of the Board in classirying
th€ busidess units using
cold storages and fre€zirlg
units under HT IV
commercial tariff. The
Appellate Tribunai of
Eelectricity vide irs
judgmenr dated ?-3-2007
rejected the appeal by
upholding th€ d€cision of
tbeKSERC in thjs rcgard. ln
cognize of the judgnent of
the Appellate Tribunal a
revised short assessment
bill was issued to M/s Euro
Marine Pm&rcts in 121200?.

However the co[sumer
failed to make rhe payment
bas€d on the short
assessment bill. Hence
bas€d on the legal opinion
from the O/o the Legal
Advisor and Disciplimry
Enquiry Officer, it was
d€cided to resume the acrion
for recovering ihe arrears
from the consurner aod a
reviled demand notice was
issued to the consumer on
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l0-6-2015 i[corporatrng
int€rest charges due on thc

amounl, since the consumer

did not respond to the
demand notice. the Power
supply was disconnected

on l3- 10-2015. As requested

by the consumer, inslall_

m€nt facilitY was grdted for

settling the dues. The

consumer rcinited { 1,00,000

on l3- 1G2015, being the fiIst

installment and re

connection of electric
supply was €flect€d M,/s

Euro Marine Products &en

filed wP (c) 3t741/2015
b€forc the Honourable High

Court challenging the

demand noiice dated

13- 1G2015. The Honourable

Court admittcd th€ Petition
arld grsnted stay on

disconnection for one

month. The stay ordel was

forone mo h ftom the alate

oflhe coun ord€i. On expiny

of the same and as Per tlr€

infomation rec€ived from

the standing Coubsel, a

d€nand-€um-disconnection
notice was issued to the

consumer on 25-2-2016 and

bas€d on the disoonnecnon

nolice the Power suPPtY

was disconnected on

2l-3-2016. The consumer
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lRera'tr:-The Commine€ wanrs to know
before the Hon'ble High Coun ofKerala.

fil€d an Itrterim Appeat No.
4160/16 before rhe
Honourable High Courr
againsr th€ dis- connection
of power supply and re,
connection was effect€d to
them based on the court
order. The Honourable High
Court also issued stay order
on disconrecrion till
disposal ofthe Writ petition.

The case is still pending
b€fore the Honourable High
Court.

the present stage of the case pending

Thiruvananthapuram,
2fi May,20t7.

C, DIVAXARAN,
Chainan,

Comnittee on Public Undeaakings.
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