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HC ends
Ambani bros’
feud over gas

Mumbai: The Bombay high co-
urt on Monday disposed of a
four-year-old legal fight between
Mukesh Ambani’s RIL and Anil
Ambani’s RNRL over gas sup-
ply, holding that a 2005 memo-
randum of understanding betw-
een the estranged brothers was
binding on them. Both compani-
es were asked to renegotiate if
necessary and enter into an ag-
reement to ensure that RNRL
gets the assured 28 mmscmd
(million metric standard cubic
metres per day) of gas from RIL
at $2.34 per mmbtu.

The ruling saw RIL's stock
closing 7.5% off at Rs 2,180.
RNRL closed up 24% at Rs 108
while Reliance Power ended
4% higher at Rs 201, both year-
high levels. tnn P 17
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Mumbai: Anil Ambani-led Re-
liance Natural Resources
(RNRL) scored a victory over
elder brother Mukesh Am-
bani's Reliance Industries
(RIL) on Monday in the second
round of the high-stakes legal
battle over a gas supply and
pricing agreement.

The Bombay high court di-
rected the parties to honour a
June 2005 memorandum of un-
derstanding (MoU) between
the two brothers. It asked the
parties to complete the con-
tractual nitty-gritty and enter
into a ‘suitable arrangement’
within a month so that RNRL
gets an assured supply of 28
mmsemd gas from RIL's Kr-
ishna-Godavari (KG) basin at
$2.34 per million metric British
thermal units (mmBtu) for 17
years for its power plant. The
MoU envisaged that RNRL
would get gas at the same price
set by RIL for NTPC.

The RNRL camp is happy
as the court upheld its con-
tention that the MoU signed
on June 18, 2005 formed the
very basis of the scheme of de-
merger and the reorganisation
of the undivided RIL group’s
businesses. “The MoU and its
contents are binding on both
parties—RIL and RNRL,"” said
a bench headed by J N Patel in
its 324-page verdict as it dis-
posed of appeals filed by both
RIL and RNRL against a com-
pany court ruling which in
2007 restrained RIL from sell-
ing gas meant for RNRL to a
third party. The Reliance dis-
pute arose after the Ambani
brothers split the group in 2005
following a feud.

The HC had temporarily
lifted the ban this January on
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gas sales from RIL’s largest
field, paving the way for sup-
plies to fuel-starved fertiliser
and power companies. The
price for RNRL is below the
$4.20 per mmBtu set by the gov-

ernment for supplies from the
field, but the court recalled RIL
counsel Harish Salve’s claim
that RIL would “make a prof-
it even at $2.34 per mmBtu".
The HC has now asked the

IMPLICATIONS

® The judgment may not
immediately result in supply of
gas to RNRL

@ RNRL cannot trade in the gas

@ RNRL and RIL can seek
their mother’s help again if
they disagree during the rene-
gotiations over the contract

brothers to enter into a “bank-
able agreement” by renegoti-
ating terms and conditions.
Significantly, the court has al-
lowed the brothers to fall back
on their mother for help. Par-
ties may “revert to their moth-
er Kokilaben Ambani who had
reserved her ability to inter-
vene again” if they fail to en-
ter into a contract inamonth,
the HC said.

The Anil Ambani group,
has two other options: it could
file a suit to claim damages
against RIL. Besides, if at the
end of a month, the scheme
makes no headway, ADAG can
even go back to the company
court for a modification of the
scheme. The court, however,
has said that RNRL cannot
trade in the gas it would get
but can only use it in its own
plant when it is set up. Once a
“bankable contract” is signed,
the RNRL lawyers said it
would take about 2-3 years to
set up a plant and only then
would RNRL get the gas from
RIL. The HC in any case has
said that till a ‘suitable
arrangement’ is drawn up or
till the scheme takes effect RIL
can enter into contract with
third parties for supply of gas.

The MoU, which had set out
how the gas supply would be
made to RNRL, became the
bone of contention in the rag-

ing legal battle that started in
2005 with a company petition
filed by RNRL for effective im-
plementation of the Reliance
group’s demerger scheme.

RIL's argument was that
the MoU was merely a family
arrangement and was “pure-
ly in the private domain and
did not fall in the corporate do-
main and as such had no val-
ue.” Although it acknowledged
that the MoU “strictly speak-
ing did not fall in the corpo-
rate domain" the court upheld
the arguments of RNRL coun-
sel Ram Jethmalani that the
brothers were expected to en-
ter into an agreement in con-
sonance with what was in the
MoU. The HC also said the
factslift the corporate veil and
show that the MoU was con-
sidered when the board meet-
ing of RIL took place to con-
sider the reorganisation.

Mahesh Jethmalani, also
advocate for RNRL, told TOI,
“All the key issues have been
decided in our favour. It is a
moral victory as the RIL con-
tention was that the MoU was
not binding on them. They
were trying to renege on the
MoU. RIL said the MoU was
not worth the paper it was
written on. What is significant
is that the legal right for the
supply of gas to RNRL by RIL
has now been recognised by
the court.” RIL counsel Milind
Sathe declined to comment.
But RIL sources said they
would read the entire 324-page
judgment before deciding their
future course of action which
could include appealing in the
supreme court. There is a lot
in the judicial fine print, said
a lawyer for RIL, which may
delay the gas being supplied
to RNRL.



