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This Distribution Franchisee Agreement (hereinafter referred as “DFA”) is made at ----------- on this ---

-------- day of -------------- 2011 

BY AND BETWEEN 

the Madhya Pradesh Paschim Kshetra Vidyut Vitaran Company Limited , Indore, a Company 

incorporated under the Companies Act 1956 and a Licensee under Electricity Act 2003, having its registered 

Office at MPPKVVCL, GPH Pologround, Indore 452003 (hereinafter referred to as “Distribution Licensee or 

Licensee” which expression shall, unless repugnant to the context, include its successors and permitted 

assigns), of the First Part; 

AND 

………………..…….… [Insert the name of SPV incorporated by the Selected Bidder] a Company registered 

under the Companies Act, 1956 with its registered office at …………….......... [Insert registered office 

address of the SPV] hereinafter referred to as the “Distribution Franchisee or Franchisee” which expression 

shall, unless repugnant to the context, include its successors and permitted assigns), of the Second Part. 

The expressions “Distribution Licensee” or “Licensee” and the “Distribution Franchisee” or “Franchisee” 

shall hereinafter collectively be called as “Parties” and individually as “Party”. 

WHEREAS:  

A. MPPKVVCL, Indore is the Distribution Licensee in the Dewas District, having been vested with the 

functions and undertakings of electricity Distribution and retail supply in the said area on 

reorganization of Madhya Pradesh State Electricity Board as  per Sections 131 and 133 of the 

Electricity Act, 2003 (Central Act) read with the applicable provisions of the Madhya Pradesh Vidyut 

Sudhar Adhiniyam 2000 (State Act) and as per the Transfer Scheme notified by the Government of 

Madhya Pradesh by Order No.5555/RS/4/13/2001 Bhopal, dated 1st July, 2002; 

B. Pursuant to the above, MPPKVVCL, Indore has been conducting the business of Distribution and 

retail supply of electricity in the Franchisee Area; 

C. In terms of the seventh proviso under Section 14 of the Electricity Act, 2003 MPPKVVCL, Indore is 

entitled to engage the services of Franchisee for undertaking Distribution and retail supply of 

electricity in its area of supply. 

D. MPPKVVCL, Indore is desirous of appointing a Distribution Franchisee for the Franchisee Area with 

the objective of improving the operational efficiency and quality of service to be provided to its 

Consumers, by bringing in the required expertise and focus through public-private participation, in the 

Distribution and retail supply of electricity;  

E. MPPKVVCL, Indore has initiated a competitive bid process for selection of the Franchisee for Dewas 

District and have issued RFP No. CMD / SE (BD) / Distribution of Elect. /2011 /03 / Dewas /12308 

dated. 09.06.11. 

F. Pursuant to the above competitive bid process, M/s…………….[Insert name of the Selected Bidder] 

has been identified as a Selected Bidder to whom a Letter of Award No…………………dated 

………………..[Insert No. and date of Letter of Award] was issued and who has accepted such Letter 

of Award unconditionally. 
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G. The Selected Bidder, in accordance with the Letter of Award, has submitted Performance Security in 

the form of Letter of Credit for an amount of Rs. ……… [Insert the amount of Performance Security] 

only issued by ………. [Name of Bank and Address of Bank]. 

H. The Selected Bidder has incorporated a Special Purpose Vehicle by the name M/s…………… [Insert 

the name of SPV incorporated by the Selected Bidder] and have requested the …… [Insert the name 

of the Distribution Licensee] to enter into this Distribution Franchisee Agreement with the said SPV. 

NOW THEREFORE, in consideration of the premises and the mutual agreements, covenants, conditions 

herein contained, the Parties hereto hereby agree as follows: 
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ARTICLE 1. INTERPRETATION AND DEFINITION 

1.1. Interpretation 

Save where the contrary is indicated, any reference in this Agreement to: 

(a) a “person” shall be construed so as to include any individual, firm, Company, trust, 

unincorporated association of persons, government, state or agency of a state or any joint 

venture, association or partnership (whether or not having separate legal personality); 

(b) “including” and “include” shall be construed to mean “including without limitation” and 

“include without limitation’’  respectively; 

(c) “INR” or “Indian Rupees” shall be the  lawful currency from time to time,  of the 

Republic of India; 

(d) Words importing the singular shall include the plural and vice versa; 

(e) “day” shall mean a reference to a calendar day; 

(f) “month” shall mean a reference to a calendar month;  

(g) “year” shall mean financial year; 

(h) The headings are for the purpose of identification and shall not affect the interpretation 

of the provisions and schedules; 

(i) Any Annexure to the Distribution Franchisee Agreement shall take effect as if set out in 

this Distribution Franchisee Agreement and references to this Distribution Franchisee 

Agreement shall include its schedules; 

(j) any agreement, deed, instrument, license or document of any description, shall be 

construed as reference to that agreement, deed, instrument, license or other document as 

amended, varied, supplemented, modified or suspended at the time of such reference; 

(k) Recitals, Articles, Sub-articles, Clauses or Schedules in the Distribution Franchisee 

Agreement shall, except where the context otherwise requires, be deemed to be 

references to Recitals, Articles, Sub-articles, Clauses and Schedules of or to the 

Distribution Franchisee Agreement; 

(l) any period commencing “from” a specified day or date and “till or until” a specified day 

or date shall include both such days and dates, unless otherwise stated; 

In case of any contradictions, the provisions of the Distribution Franchisee Agreement shall 

override the RFP. 

1.2. DEFINITIONS 

The terms used in this Agreement, unless as defined below or repugnant to the context, shall have the 

same meaning as assigned to them by the Electricity Act, 2003 and the rules or regulations framed 
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there under, including those issued/framed by Appropriate Commission (as defined hereunder), as 

amended or re-enacted from time to time. 

For the purpose of this Distribution Franchisee Agreement (including all its annexures), the following 

capitalized terms, phrases and their derivation shall have meanings given below, unless the context 

otherwise requires. 

“Act” shall mean the Electricity Act, 2003; 

“Affiliate” shall mean a Company that either directly or indirectly  

i. controls or 

ii. is controlled by or 

iii. is under common control with 

a Company and “control” means ownership by one Company of at least twenty six percent (26%) of 

the voting rights of the other Company. Any bank or financial institution shall not be considered an 

Affiliate; 

“Contract Period” or “Term of Agreement” shall mean the period, commencing from the Effective 

Date and ending on the Expiry Date of the Distribution Franchisee Agreement; 

“Appropriate Commission” shall mean the CERC, or the SERC or the Joint Commission referred to 

in Section 83 of the Electricity Act 2003, as the case may be; 

“AT&C Losses” shall mean the sum total of technical losses, commercial losses and shortage due to 

non - realization of total billed energy for the relevant year or part thereof expressed in percentage and  

shall be computed as follows: .  

100x
(MUs)InputEnergyTotal

(MUs)}RealisedEnergylessInput(MUs)Energy{Total
LossesC&AT =  

Where, Energy Realised = Sale of energy (MUs) * Collection Efficiency 

For the purpose of this Agreement, the sale of energy or sold energy shall be the same as energy units 

billed to the Consumers and for calculation of AT&C Losses under this Agreement, the value of 

Collection Efficiency shall be restricted to 100% for any financial year or part thereof; 

In case of the Effective Date being 1
st
 April, AT&C Losses for the first year and every year thereafter 

for the Contract Period would be computed for the respective financial year. In all other cases, AT&C 

Losses for the first year would be computed for the period beginning on the Effective Date and ending 

on the immediately succeeding 31st March and thereafter for each period of 12 months, beginning on 

April 1
st
 and ending on March 31

st 
, provided that the last year of the Contract Period would be from 

April 1st till the Expiry Date; 

“Average Tariff” shall mean the tariff computed in line with the provisions of Annexure III of this 

Agreement; 

“Base Year” shall mean the financial year 2010-11; 

“Bid” shall mean the Technical Bid and the Price Bid submitted by the Bidder, in response to the 

RFP, in accordance with the terms and conditions of the RFP; 
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“Bidder” shall mean either a single Company or a Consortium of Companies submitting a Bid in 
response to the RFP for the Project. Any reference to the Bidder includes Bidding Company, Bidding 

Consortium/ Consortium, Member in a Bidding Consortium and Lead Member of the Bidding 

Consortium jointly and severally, as the context may require; 

“Bidding Company” shall refer to such single Company that has made a Bid in response to RFP for 

the Project; 

“Bidding Consortium” or “Consortium” shall refer to a group of Companies that has collectively 

made a Bid in response to RFP for the Project; 

“Bureau of Energy Efficiency” shall refer to the body set up by the Government of India on 1st 

March 2002 under the provisions of the Energy Conservation Act, 2001 with the primary objective of 

reducing energy intensity of the Indian economy; 

“Business Day” shall means with respect to both the Parties, a day other than Sunday and a statutory 

holiday, on which the banks remain open for business in the State of Madhya Pradesh; 

“Check Meters” shall mean Meter(s) which shall be connected to the same core to which Main Meter 

is connected and shall be used for accounting and billing of electricity in case of failure of Main 

Meter; 

“Collection Efficiency” shall mean the percentage of revenue actually realized and amount billed to 

Consumers, for the relevant year or part thereof and shall be calculated as below:  

100x
Rs.inConsumerstobilledAmount

Rs.inConsumersfromrealisedRevenue
EfficiencyCollection =  

The revenue realized from Consumers shall include the amount collected on account of Arrears; 

“Company” or “Companies” shall refer to a company as incorporated under the Companies Act, 

1956; 

“Complaints” shall mean any written or electronic correspondence by a Consumer expressing 

dissatisfaction with services or product; 

“Consortium Member” or “Member” shall mean each Company in the Bidding Consortium; 

“Consumer” or “Consumers” shall mean any person who is supplied with electricity for his own 

use in the Franchisee Area and includes any person whose premises in the Franchisee Area are for the 

time being connected for the purpose of receiving electricity, persons who have applied for an 

electricity connection, persons whose supply is not yet connected or whose electricity supply has been 

disconnected. A “Low tension Consumer (LT Consumer)” / “High tension Consumer (HT 

Consumer)” shall mean a Consumer who has been supplied power by the Licensee at voltage as 

specified in Supply Code for the respective category, until and unless specified otherwise; 

For the purpose of this Distribution Franchisee Agreement, the word “Consumer” does not include the 

consumers at voltage level higher than 33 kV. 

“Contract Year” shall mean the period beginning on the Effective Date and ending on the 

immediately succeeding March 31 and thereafter each period of 12 months beginning on April 1 and 
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ending on March 31 provided that the last Contract Year shall end on the last day of the Term of the 

Agreement; 

“Distribution” shall mean the conveyance and supply of electricity by means of Distribution System; 

“Distribution Assets” shall refer to the assets existing as on the Effective Date and those created by  

the Distribution Licensee thereafter and updated as per provision in Article 16.4 beyond the Input 

Points for Distribution of electricity including 33kV, 11kV and LT lines(both overhead and 

underground), 33/11kV substations, control rooms, control switch gears, Meters having design 

voltage of 33kV and below, service lines and other similar assets at the Consumer end and other assets 

created by the Distribution Licensee for Distribution of electricity in the Franchisee Area including 

the buildings constructed for complaint centres, billing centres, IT centres, collection centers, 

transformer repair workshops, Division / Sub Division / Distribution Centre offices together with 

furniture and fixtures, IT hardware, software and communication equipments.  

“Distribution Asset Inventory” shall mean the inventory of Distribution Assets prepared consequent 

to a Joint Asset Survey and shall include any periodical update thereof provided by the Distribution 

Franchisee or ascertained through any subsequent Joint Asset Survey, as the case may be; 

“Distribution Control Centre” shall mean a control center created by the Distribution Licensee and 

functioning at …….. [Insert the place of control centre] for the purpose of regulating the supply of 

electricity within the area of its supply; 

“Distribution Franchisee Agreement” or “DFA” or “Agreement” shall mean this document 

including its recitals and Annexures; 

“Distribution Franchisee Assets” shall mean the assets created by the Distribution Franchisee in the 

Franchisee Area for Distribution of electricity through capital investment duly approved by the 

MPERC as applicable and includes the assets created by the Distribution Franchisee in replacement of 

Distribution Assets; the ownership of such assets shall vest with the Franchisee until Expiry Date; 

“Disconnected Consumer” shall mean a Consumer whose electricity supply has been disconnected 

either temporarily or permanently by the Distribution Licensee or the Distribution Franchisee as per 

the provisions of Supply Code; 

“Distribution Licensee” shall mean the  Madhya Pradesh Paschim Kshetra Vidyut Vitaran Company 

Limited or MPPKVVCL, Indore 

“Distribution System” shall mean system of wires and associated facilities between the Input Points 

and the point of connection to the installation of the Consumers owned by the Distribution Licensee; 

“Due Date” shall mean the tenth (10
th
) day after the day the Monthly or Supplementary Invoice is 

received and duly acknowledged by the Distribution Franchisee and by such date the Invoice is 

payable by the Distribution Franchisee. If such day is not a Business Day, the immediately succeeding 

Business Day shall be the Due Date. 

“Effective Date” shall mean the date intimated by the Distribution Licensee to the Distribution 

Franchisee to commence its operations as per the Distribution Franchisee Agreement and such 

operations are actually commenced by the Distribution Franchisee from such date, i.e., date of 
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handing over of the Franchisee Area by the Distribution Licensee which shall not be later than three 

(3) months from date of signing of the Distribution Franchisee Agreement ; 

“Electricity Laws” shall mean the Electricity Act, 2003 and the rules and regulations made there 

under from time to time along with amendments thereto and replacements thereof and any other Law 

pertaining to electricity including regulations framed by the appropriate commission and also includes 

all directions, guidelines, orders and other requirements notified or given by the regulatory authorities 

such as the Central Electricity Authority, the regional load dispatch centre (RLDC) and state load 

dispatch center (SLDC) and the regulatory commissions including and in particular the MPERC; 

Electricity Supply Code, 2004” or “Supply Code” shall mean the Madhya Pradesh Electricity 

Supply Code, and other related Codes and Regulations issued by the  MPERC for the time being in 

force; 

“Encumbrances” shall mean any encumbrances such as mortgage, charge, pledge, lien, 

hypothecation, security interest, assignment, privilege or priority of any kind having the effect of 

security or other such obligations;  

“Energy Conservation Act” shall mean The Energy Conservation Act 2001 as modified by the 

Government of India from time to time; 

“Energy Audit” shall mean accounting of energy supplied to various segments of electrical system so 

as to carry out further analysis to determine the consumption and loss of energy therein over a 

specified time period; 

“Engineer-in-charge” shall refer to the Superintending Engineer (O&M) of the Distribution 

Licensee for the Franchisee Area and shall be the Distribution Licensee’s representative for the 

purposes of this Agreement; 

“Expiry Date” means the fifteenth (15
th
) anniversary of the Effective Date or any other extended date 

as per provisions of this Agreement or in the case of early Termination of this Agreement, such date 

of early Termination. The term ‘Expiry’ shall be construed accordingly; 

“Force Majeure” shall mean any event or circumstance or combination of events and circumstances 

including those stated in Article 28 that wholly or partly prevents or unavoidably delays an affected 

Party in the performance of its obligations under this Agreement, but only if and to the extent that 

such events or circumstances are not within the reasonable control, directly or indirectly, of the 

affected Party and could not have been avoided if the affected Party had taken reasonable care or 

complied with Prudent Utility Practices; 

“Franchisee Area” shall mean the geographical area of Dewas District and all rights and obligations 

of the Parties under this Agreement shall be construed in relation to that area; 

“Franchisee Asset Register” shall mean the fixed asset register maintained by the Distribution 

Franchisee as per the requirements of the accounting standards to record the transactions relating to 

purchase, sale, transfer, disposal and depreciation on fixed assets from time-to-time during the 

Contract Period pertaining to the Distribution Franchisee Assets; 

“Franchisee Representative” shall mean an official of the Distribution Franchisee of the rank of 

General Manager or above, duly authorized by the Distribution Franchisee and intimated to the 
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Distribution Licensee from time to time for the purposes of this Agreement to represent for dealing 

with  the Distribution Licensee; 

“GoMP” is the abbreviation for Government of Madhya Pradesh; 

“Government Instrumentality” shall mean the Govt. of India, Government of Madhya Pradesh and 

any ministry or, department or board or agency of such Governments and other regulatory or quasi-

judicial authority controlled by GoI or Government of Madhya Pradesh and includes the Appropriate 

Commission; 

“Independent Auditor” shall be any international accountancy and professional services firms 

handling vast majority of audits for publicly traded companies as well as many private companies in 

India, appointed by the Distribution Licensee with the consent of both the Parties for any specific 

certification, verification, or audit in connection with this Agreement; 

“Input Energy” or “Energy Input” shall refer to the energy input (kWh) in the Franchisee Area 

accounted for at the Input Point(s) through all the Main Meters and / or Interface Meters; 

“Input Point(s)” shall mean the Meter on 33 kV side of 132/33 kV transformers at EHV/HV sub-

stations and shall also include such other EHV/HV substations, if the same is supplying power only to 

the Franchisee Area. In case of 132/33kV power transformers supplying to more than one area, the 

feeders supplying to the Franchisee Area shall be metered separately and the energy recorded by the 

same shall be considered as Input Energy to the Franchisee Area with effect from the Effective Date 

during the Term of Agreement; 

“Input Rate” shall mean the rate in Rupees per unit (kWh) of electricity as given in Annexure II for 

each year of the Contract Period to be paid by the Franchisee for the electricity supplied by the 

Distribution Licensee at the Input Point(s); 

“Interface Meter” shall mean a Meter used for accounting and billing of electricity, connected at the 

point of interconnection between electrical systems of generating company, Licensee and Consumers, 

directly connected to the Inter-State Transmission System or Intra-State Transmission System. For the 

purpose of the Distribution Franchisee Agreement, Interface Meter would be used for accounting and 

billing of Input Energy at the point of interconnection between the electrical systems of the 

Distribution Licensee and Franchisee; 

“Invoice” shall mean the Monthly Invoice (MI) or the Supplementary Invoice (SI), as the case may 

be, raised by the Distribution Licensee in terms of the provisions of this Agreement for payment by 

the Distribution Franchisee; 

“Joint Inspection Team” shall mean a team consisting of two representatives each from the 

Distribution Licensee and the Distribution Franchisee at the level of executive engineer or equivalent 

representing from technical and finance function; 

“Law” or “Laws” in relation to this Agreement shall mean all laws including Electricity Laws in 

force in India and any statute, ordinance, rule, regulation, notification, order or code, or any 

interpretation of any of them by an Indian Government Instrumentality having force of law ; 
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“Lead Member of the Bidding Consortium” or “Lead Member” shall mean a member of the 

Bidding Consortium, which is designated as the Leader of the Consortium by the other Members to 

represent them as the Bidder for this Project; 

“Letter of Award” shall mean the letter issued by the Distribution Licensee to the Bidder, who has 

been identified as the Selected Bidder for the award of the Project to such Bidder; 

“Licensee Asset Register” shall mean the fixed asset register maintained by the Distribution 

Licensee as per the requirements of the accounting standards to record the transactions relating to 

purchase, sale, transfer, disposal and depreciation on fixed assets from time-to-time during the 

Contract Period pertaining to the Distribution Assets; 

“Material Adverse Effect” shall mean material adverse effect of any act or event on the ability of 

either Party to perform any of its obligations under and in accordance with the provisions of the 

Distribution Franchisee Agreement; 

“Meter” means a device suitable for measuring, indicating and recording consumption of electricity 

or any other quantity related with electrical system and shall include, wherever applicable, other 

equipment such as Current Transformer (CT), Voltage Transformer (VT) or Capacitor Voltage 

Transformer (CVT) necessary for such purpose; 

“MPERC” is the abbreviation for the Madhya Pradesh Electricity Regulatory Commission; 

 “Major Incident” shall mean an incident associated with the Distribution of electricity in the 

Franchisee Area, which results in interruption in supply to more than 10% of the consumers in the 

said Franchisee Area continuously for a period exceeding 24 hours and / or damages to Distribution 

Assets and/or Distribution Franchisee Assets worth more than 10% of the  monthly gross revenue of 

the Franchisee Area or loss of significant human lives due to any major catastrophe, which is as per 

rules and regulations is declared a Major Incident; 

“Main Meter” means a Meter, which would primarily be used for accounting and billing of 

electricity; 

“Minimum Input Energy” shall mean Energy Input on yearly basis at the Input Points as per Article 

5.1; 

“MPPTCL” shall mean Madhya Pradesh Power Transmission Company Limited; 

“Performance Security” shall mean the security furnished by the Franchisee as per the provisions of 

the DFA; 

“Prudent Utility Practices” shall mean the practices, methods and standards that are generally 

accepted nationally from time to time by electric utilities for the purposes of ensuring safe and 

efficient Distribution of electricity, operation and maintenance of Distribution Asserts, billing and 

collection of electricity bills etc; 

“Project” shall mean the Project to distribute electricity and operate & maintain the Distribution 

Assets/ Distribution System in the Franchisee Area on behalf of the Distribution Licensee as per the 

provisions of the Electricity Act, 2003 and rules and regulations framed there under including the 
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Standard of Performance and other Rules, Regulations, Codes laid down by the MPERC from time to 

time; 

“Public Right of Way” shall mean the surface, the air surface above the surface and the area below 

the surface of any public street, highway, lane, path, alley, sidewalk, bridge, tunnel, parkway, 

waterway, easement, or similar property within the Franchisee Area, which consistent with the 

purposes for which it was dedicated, may be used for the purpose of installing and maintaining the 

Distribution System. No reference herein to a “Public Right of Way” shall be deemed to be 

representation or guarantee by the Distribution Licensee that its interest or other right to control the 

use of such property is sufficient to permit its use for such purposes and the Agreement shall be 

deemed to gain only those rights to use as are vested in the Distribution Licensee and as the 

Distribution Licensee may have the right and power to give; 

“Request for Proposal” or “RFP” shall mean Request for Proposal document CMD / SE (BD) / 

Distribution of Elect. /2011 /03 / Dewas /12308 dated. 09.06.11along with all schedules, annexures 

and shall also include any modifications or amendments or alterations or clarifications thereto; 

“R-15” refers to the statement prepared for each revenue feeder / distribution centre / division on a 

monthly basis with consumption details for each Consumer category; 

“Selected Bidder” or “Successful Bidder” shall mean the bidder selected pursuant to the RFP and to 

whom the Letter of Award was issued by the Distribution Licensee to undertake the Distribution of 

electricity in the Franchisee Area as per the terms of this Distribution Franchisee Agreement; 

“Standards of Performance” shall mean the Standards of Performance prescribed by the MPERC 

from time-to-time in relation to the Distribution Licensee;  

“Store Issue Rate” shall means the value at which the individual items in the stores are issued to field 

from time to time, records of which are maintained at the respective area stores of the Distribution 

Licensee; 

“Subsidy” shall mean amount of rebate or concession  in the electricity tariff that the GoMP may in 

its absolute discretion decide in terms of section 65 of the Electricity Act, 2003 to be provided to any 

particular Consumer or class of Consumer in the Franchisee Area; and the term “Subsidised 

Consumer” shall be construed accordingly; 

“Tariff Indexation Ratio (TIRM)” shall be as specified in Article 9.2. 

“Termination” shall mean the termination of the Distribution Franchisee Agreement as per the 

provisions contained herein; 

“Termination Notice” shall mean the communication issued in accordance with the Distribution 

Franchisee Agreement by either Party to the other Party notifying its intention for Termination of the 

Distribution Franchisee Agreement as per the provisions thereof; 

“Transition Period” shall mean a period of six (6) months from the Effective Date in which all the 

activities specified in Article 4.4 would be completed; 

“Transmission System” shall mean a line with associated sub-stations or a group of lines 

interconnected together, along with associated sub-stations and the term includes equipment 

associated with transmission lines and sub-stations; 



 

 

 
            ………………………………………………….     …..………………………………………………… 

Signature of Authorized signatory of the Distribution Licensee              - 12 -Signature of Authorized signatory of the Distribution Franchisee 

Seal of the Distribution Licensee      Seal of the Distribution Franchisee 

ARTICLE 2. AUTHORISATION & RIGHT TO USE DISTRIBUTION ASSETS 

2.1. Authorisation to carry on Distribution in the Franchisee Area 

2.1.1. Subject to and in accordance with the terms and conditions set forth in the Distribution 

Franchisee Agreement, the Distribution Licensee hereby authorizes the Distribution 

Franchisee,  

(i) to use the Distribution Assets to distribute electricity to existing and prospective HT 

& LT Consumers in the Franchisee Area,  

(ii) to operate and maintain the Distribution System on its behalf, and 

(iii) to undertake all obligations of the Distribution Licensee  in the Franchisee Area as 

stipulated in the Electricity Laws as they apply to the Distribution Franchisee in 

undertaking the functions of Distribution in the Franchisee Area.  

2.1.2. Without prejudice to the generality of Article 2.1.1, the activities to be undertaken by the 

Distribution Franchisee shall include: 

(i) To ensure minimum assured supply hours of electricity to the Consumers as per 

directives of MPERC issued from time-to-time subject to availability of Input Energy 

from the Distribution Licensee; 

(ii) To ensure compliance to supply schedule and minimum supply hours  to the 

Consumers as directed by the Distribution Licensee from time to time to maintain 

uniformity with other areas operated by the Distribution Licensee without prejudice 

to the Article 2.1.2.(i), subject to availability of power; 

(iii) To carry on the Distribution of electricity in the Franchisee Area on behalf of the 

Distribution Licensee to the existing and prospective HT and LT Consumers of the 

Distribution Licensee. However, the supply of electricity above 33 kV is outside the 

purview of the Distribution Franchisee Agreement and Consumers being supplied 

electricity at the voltage level above 33 kV shall not be covered under this 

Agreement. Such consumers will continue to be the Consumers of the Distribution 

Licensee and not serviced through the Distribution Franchisee. The Distribution 

Franchisee shall not be entitled to take into account any implication of such supply at 

a voltage level more than 33 kV. All future Consumers at a voltage level above 33 kV 

shall also be serviced by the Distribution Licensee; 

(iv) To effectively carry out all functions in the Franchisee Area which the Distribution 

Licensee is required to undertake in accordance with the provisions of the Electricity 

Act, 2003, Rules and Regulations framed there-under, Electricity Supply Code 2004 

and Standards of Performance laid down for the purpose and other applicable 

directions of the MPERC as amended from time to time. 

(v) To undertake necessary installations for new connections to ensure that supply of 

electricity is provided to the owner or occupier of any premises upon the receipt of 
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application requiring such supply in accordance with the Electricity Supply Code, 

2004 as in force from time to time; 

(vi) To incur mandatory capital expenditure as per the provisions of Article 14.1 and incur 

any additional capital expenditure as may be considered necessary to meet the 

requirements of load growth and reduction of AT&C Losses; 

(vii) To carry out Meter reading, bill generation, bill distribution, collection of payment, 

theft /irregularities detection and extend other services to the Consumers; as directed 

by MPERC and attain improvement in these services; 

(viii) To provide effective redressal to the Consumer grievances and Complaints in 

accordance with the Electricity Laws; 

(ix) To carry out operation and maintenance of the Distribution Assets and Distribution 

Franchisee Assets; 

(x) Making payments to the Distribution Licensee as per terms & conditions of this 

Distribution Franchisee Agreement; 

(xi) To ensure the safety and security of the Distribution Assets; 

(xii) Not to levy or collect any cost, expense charges or tariff from the Consumers in 

excess of or in deviation to those allowed to be collected by the Distribution Licensee 

as per the orders and regulations of MPERC; 

(xiii) To maintain rolling stock of transformers and other necessary materials to meet the 

necessary standards of performance as per the orders and regulations of MPERC; 

(xiv) To provide adequate men and machineries, vehicles, tools, etc. for performing all its 

activities within the time frame as prescribed by MPERC Regulations; 

(xv) Upgrading and renovating the existing Distribution Assets as per Prudent Utility 

Practices; 

(xvi) Submission of the management information system (MIS) reports periodically in the 

format to be prescribed by the Distribution Licensee; 

(xvii) To increase the overall efficiency of Distribution System in the Franchisee Area; 

(xviii) To reduce the AT&C Loss level in the Franchisee Area as per the provisions of this 

Agreement; 

(xix) To carry out demand / load forecast of the Franchisee Area periodically and submit 

the same to  the Distribution Licensee; 

(xx) To carry out Energy Audit with respect to each distribution transformer and its 

corresponding feeder on monthly basis; 
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(xxi) Preparation of the data base and documents of Consumer indexing and Distribution 

Asset codes for route sequencing purpose if not already available; 

(xxii) To comply with all the Laws, including all directives of MPERC as applicable to the 

Distribution Licensee; 

(xxiii) To prevent theft of electricity, unauthorized use or drawl of electricity, diversion of 

electricity, theft of lines and materials etc; 

(xxiv) Any other activity, which is necessary and incidental to the above; 

2.2. Right to use Distribution Assets and Distribution Franchisee Assets  

2.2.1. The Distribution Franchisee shall be entitled to use  Distribution Assets to perform its 

obligations under the DFA without paying any additional charge subject to the provision of 

Article 18;  the Distribution Licensee shall however, continue to be the owner of such 

Distribution Assets. Any improvement undertaken by the Distribution Franchisee on the 

Distribution Assets shall vest in the Distribution Licensee on the Expiry Date. The rights of 

the Distribution Franchisee in all such assets and improvements shall be limited to the use 

thereof for the purposes of this Agreement. In respect of Distribution Franchisee Assets, the 

Franchisee shall own and use such assets for the purposes of this Agreement only.   

2.2.2. The Distribution Franchisee shall use and maintain Distribution Assets and Distribution 

Franchisee Assets at its own cost and keep them in good working condition as per Prudent 

Utility Practices. 

2.2.3. On the Expiry Date, the Distribution Franchisee shall without demur hand over physical 

possession of Distribution Assets along with the improvements and Distribution Franchisee 

Assets in working condition, subject to normal wear and tear. 

2.3. Any shortfall in the quantity of Distribution Assets, verified and recorded in the Joint Inspection 

Team’s report at the time of taking over the Project from the Distribution Franchisee with reference to 

the quantity of Distribution Assets handed over to the Distribution Franchisee, shall be recovered 

from the Distribution Franchisee at the cost of replacement of such assets. The Distribution 

Franchisee shall have the option, upon prior approval from the Distribution Licensee to make good the 

shortfall in Distribution Assets in the manner required by the Distribution Licensee. 

2.4. Grant of Franchisee 

2.4.1. Subject to the terms and conditions of the DFA and the Act, the Distribution Licensee agrees 

to make available electricity to the Distribution Franchisee at Input Points for Distribution in 

the Franchisee Area and the Distribution Franchisee hereby agrees that it shall perform all the 

obligations and accept all the liabilities of Distribution for the Franchisee Area as stipulated in 

the Electricity Laws, as they apply to the Distribution Licensee and other activities as 

stipulated in the DFA. In consideration of the above, the Distribution Franchisee shall have 

right to use the Distribution Assets, Public Right of Way and all other rights, powers and 

authorities available to the Distribution Licensee to perform its obligation under the DFA. 

2.4.2. All directives, issued by MPERC to the Distribution Licensee and provisions of the Act and 

other Electricity Laws shall be binding on the Distribution Franchisee. 
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ARTICLE 3. TERM OF DISTRIBUTION FRANCHISEE AGREEMENT 

3.1. Term of Agreement: 

The Distribution Franchisee Agreement shall have a term of Fifteen (15) years commencing on the 

Effective Date, unless: 

 (i)  terminated earlier, pursuant to Article 3.2, or  

 (ii)  extended, pursuant to Article 3.3 

3.2. Early Termination 

The DFA shall terminate before the period specified in Article 3.1: 

(i) If either the Distribution Licensee or the Distribution Franchisee exercises their right to 

terminate, pursuant to Article 32. 

(ii) In such other circumstances as the Distribution Licensee or the Distribution Franchisee may 

subsequently agree, in writing 

3.3. Extension of Term of Agreement 

The Distribution Licensee may at its sole discretion offer to extend the Term of Agreement for not 

more than one (1) year and in case of such extension the terms and conditions as applicable 

immediately before extension shall be applicable for the extended period. The Distribution Licensee 

shall communicate such an offer to the Distribution Franchisee  to extend the Term of Agreement at 

least six (6) months prior to the Expiry Date. The Distribution Franchisee may accept such extension 

requested by the Distribution Licensee. 

ARTICLE 4. CONDITIONS PRECEDENT & CONDITIONS SUBSEQUENT 

4.1. Conditions precedent 

The Parties shall be responsible to provide the required documents and take all actions to satisfy the 

conditions precedent within stipulated time from the date of execution of the DFA or such extended 

period as may be mutually agreed between the Parties. 

4.2. Distribution Franchisee’s conditions precedent 

4.2.1. The Distribution Franchisee shall make available the following documents to the Distribution 

Licensee within thirty (30) days of execution of the DFA: 

4.2.1.1. A legal opinion from the legal counsel of the Distribution Franchisee with respect to 

the authority of the Distribution Franchisee to enter into the DFA; 

4.2.1.2. Certified true copies of its constitutional documents; 

4.2.1.3. A declaration that all of the representations and warranties of the Distribution 

Franchisee set forth in Article 27 are true and correct as on the date of execution of 

the Distribution Franchisee Agreement; and 
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4.2.1.4. Copies (certified as true copies by a Director or Company Secretary of the 

Distribution Franchisee) of all resolutions adopted by the Board of Directors of the 

Distribution Franchisee authorizing the execution, delivery and performance by the 

Distribution Franchisee of the DFA.  

4.2.2. Waiver of conditions precedent 

On the request of the Distribution Franchisee or otherwise, the conditions precedent set forth 

in Article 4.2.1, may be waived fully or partially by the Distribution Licensee any time at its 

sole discretion. 

4.2.3. Right to Terminate  

If the conditions precedent set forth in Article 4.2.1 have not been satisfied before the expiry 

of the period specified, or, where applicable, have not been waived, fully or partially, under 

Article 4.2.2, the Distribution Licensee shall have the option but not an obligation to 

Terminate the DFA, notwithstanding anything to the contrary contained in the DFA,.  

4.2.4. In the event that the DFA is terminated for the non-fulfillment of the Distribution 

Franchisee’s conditions precedent specified under Article 4.2.1 above, the Distribution 

Licensee shall be entitled to forfeit an amount equal to fifty percent (50%) of the Performance 

Security provided by the Distribution Franchisee. 

4.3. Conditions precedent to be satisfied by the Distribution Franchisee and  the Distribution 

Licensee jointly 

The following conditions precedents shall be satisfied prior to the Effective Date. 

4.3.1. Completion of Joint Inspection  

The Joint Inspection Team shall complete the preparation / verification of the data and 

information listed below as on an agreed date: 

4.3.1.1. Distribution Asset Inventory; 

4.3.1.2. Inventory of O&M spares with cost worked out as per Store Issue Rate; 

4.3.1.3. Ongoing contracts for capital investment and / or operation and maintenance which 

shall form part of the DFA;  

4.3.1.4. Demarcation of the geographical boundary of the Franchisee Areas and electrical 

boundary of the Distribution System including identification of the consumers which 

are eligible to get supply from the Distribution Franchisee; 

4.3.1.5. Details of all Input Points and interface point(s) in the Franchisee Area;  

4.3.1.6. Identifying and listing of all dedicated feeders meant for Franchisee Area and areas 

other than  the Franchisee Area, if any; 

4.3.1.7. Details of Disconnected Consumers in the Franchisee Area; 
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In case where the details of any of the above items cannot be ascertained, suitable mutually 

agreed procedures shall be applied to ascertain the same. Further, in case it is not possible to 

complete the Distribution Asset Inventory within the stipulated period, both the Parties may 

mutually decide to extend the time-line for completion of the Distribution Asset Inventory for 

the period not exceeding up to the Transition Period. 

4.3.2. The authorized representatives of the Licensee, MPPTCL and the Distribution Franchisee 

shall conduct joint audit and calibration of the Main Meter and Interface Meters at the Input 

Point(s). In case such Meters being found defective, it shall be replaced as per the provisions 

of Article 6.1.2 before the Effective Date by the Distribution Licensee. 

4.3.3. The Distribution Licensee shall facilitate the Distribution Franchisee in getting authorization 

from GoMP, if any required, including authorization under Section 126, Section 135 (2) and 

Section 152 of Electricity Act-2003 for taking necessary actions to prevent the unauthorized 

use, theft and pilferage of electricity in the Franchisee Area a as per the provisions of the 

Electricity Act 2003 or any other Regulations/guidelines issued by Government 

Instrumentality from time to time. 

4.3.4. Methodology to compute Distribution Losses and Collection Efficiency during the term of 

this Agreement shall be jointly finalized. 

4.4. Conditions subsequent to be satisfied by the Distribution Franchisee and the Distribution 

Licensee jointly during Transition Period 

The Joint Inspection Team shall complete the preparation / verification of the data and information 

and finalise as listed below: 

4.4.1. Determination of Arrears separately for Disconnected and connected Consumers for the 

period up to the Effective Date including the arrears accrued during  the last Consumer billing 

cycle immediately preceding the Effective Date . The Arrears under litigation, vigilance and 

audit recoveries shall be separately mentioned. The arrears so determined shall be provisional 

and shall be finalized after a period of three (3) months from the Effective Date subject to the 

provision under Article 12.5(ii) which shall remain fixed; 

4.4.2. Credit balance from Disconnected and connected Consumers including security deposit 

available with the Distribution Licensee as on the Effective Date; 

4.4.3. List of Consumers for which service connection charges (SCC) has been received by the 

Distribution Licensee but connections have not been provided as on the Effective Date; 

4.4.4. Create awareness amongst Consumers and local administration in the Franchisee Area about 

the appointment of the Distribution Franchisee for Distribution and supply of electricity in the 

area; 

4.4.5. Define the periodicity of carrying out joint inspection of metering status as per the provisions 

of Article 14.1; 

4.4.6. Installation of Check Meter by the Distribution Franchisee at Input Point(s); 

4.5. All the conditions subsequent stated above shall be satisfied within Transition Period. 
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ARTICLE 5. AVAILABILITY OF POWER SUPPLY 

5.1. Minimum Input Energy  

5.1.1. The Distribution Licensee shall make available minimum of 1,199.90 MUs Input Energy at 

Input Point(s) on an annualized basis.  If the first and last year of the Contract Period is a part 

of any financial year, the Minimum Input Energy for that period shall be determined on the 

basis of Input Energy during the corresponding period of the year which has been considered 

for determination of the Minimum Input Energy. 

5.1.2. The Minimum Input Energy shall be subject to reduction in the following cases, on a non-

discriminatory basis - 

a. Directives issued by the SLDC or MPERC on load shedding; 

b. Non availability of EHV transmission capacity at Input Points; 

c. Break down / Shut down of Transmission System and / or Distribution System; 

d. Shut-down period for complying with the direction of any Government Instrumentality 

for technical reasons; 

e. Directives issued by the Distribution Licensee / Load Dispatch Centre to comply with 

regulatory measures for grid discipline; 

f. Force Majeure events; and  

g. Non availability of power to the Distribution Licensee from the suppliers of power for 

any reason whatsoever. 

5.1.3. Subject to Article 5.1.1 above, the Distribution Licensee shall endeavour to provide additional 

Input Energy, commensurate with the actual annual growth rate in availability of energy 

supply for the entire Distribution Licensee area of the immediately preceding year. However 

for the first Contract Year the Input Energy shall be same as in Article 5.1.1.  

Furthermore, the Distribution Licensee shall also endeavour to provide the Input Energy for 

each month in any Contract Year apportioned on the basis of the proportion of actual Input 

Energy for the corresponding month of the immediately preceding Contract Year. In case of 

the first Contract Year, this apportionment shall be on the basis of monthly proportion of the 

corresponding month of the Base Year as per Annexure VIII. 

5.2. Without prejudice to the foregoing, the Distribution Licensee shall not discriminate in the supply of 

electricity between the Franchisee Area and other similar areas owned by the Distribution Licensee. 

Similar area shall mean the circles under the Distribution Licensee where the share of sanctioned 

agricultural load to the total load is closest to such share of agricultural load of the Franchisee Area. 

5.3. The electricity made available through the Input Points by the Distribution Licensee shall not be sold 

or supplied to any person other than the Distribution Licensee’s present and prospective Consumers in 

the Franchisee Area. 
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5.4. The Distribution Franchisee may, with the approval of the MPERC, procure electricity from sources 

other than the Distribution Licensee for expected shortfall in supply or during the period of load 

shedding implemented as per directive under Article 5.1.2. If reliability improvement is on account of 

electricity being procured by the Distribution Franchisee, then reliability charges, if any approved by 

MPERC and levied to the Consumer, may be retained by the Distribution Franchisee. The Distribution 

Licensee shall facilitate the Distribution Franchisee to approach the MPERC for approval of such 

procurement scheme. The Distribution Licensee shall not bear any cost or expenses towards any such 

procurement of electricity from other sources by the Distribution Franchisee. The Distribution 

Licensee will have no responsibility or liability if such procurement schemes are not approved or are 

rejected by MPERC or any condition is imposed for such scheme. However, for the purpose of 

calculation of tariff indexation ratio (TIRM), such reliability charges, if any approved by the MPERC, 

shall not be considered. 

5.5. In case of procurement of electricity from other sources as per Article 5.4 and its Distribution in the 

Franchisee Area, transmission charges as applicable for use of the inter-state and/or intra-state 

transmission system, shall be payable by the Distribution Franchisee as per the prevailing regulations 

of the Appropriate Commission. 

5.6. The Distribution Licensee shall also assist the Distribution Franchisee in obtaining information from 

MPPTCL about availability of transmission capacity for evacuation of electricity purchased from 

other sources. 

5.7. The Distribution Franchisee shall strictly adhere to the planned or unplanned load shedding directives 

issued by the Distribution Control Centre or state load despatch centre as the case may be for grid 

discipline. However the Distribution Franchisee shall have the flexibility to procure additional power 

from third party to supply the electricity in the Franchisee Area, as long as it meets the requirements 

of the grid discipline. 

5.8. The Distribution Licensee shall monitor power supply to the Distribution Franchisee up to the 

Minimum Input Energy as per Article 5.1 on regular basis. 

5.9. If the first and last year of the Contract Period is a part of any financial year, the Minimum Input 

Energy for the remaining period of the financial year shall be determined on the basis of proportionate 

Input Energy during the corresponding period of the previous year and the actual annual growth rate 

as per provisions in Article 5.1The Distribution Licensee shall also monitor the compliance of 

MPERC directives on minimum assured daily supply hours to rural areas coming under the 

Franchisee Area on monthly basis.  

In case of shortfall in daily average of supply hours, based on monthly data, maintained in the rural 

feeders is found to be more than ten percent (10%) in any month as compared to the MPERC 

directives, an amount computed as per the following formula shall be recovered from the Distribution 

Franchisee as penalty. 

Penalty to be recovered by the Distribution Licensee thorough the Supplementary Invoice (SI)  

= ((Hours of daily shortfall in supply)/ (Average of daily actual supply hours)) x (actual energy input 

on the feeder(s) during the month in the rural area) x (Input Rate) X Tariff Indexation Ratio (TIRM) 

Without prejudice to any penalty as calculated above, in case the Distribution Franchisee fails to 

maintain the daily average of supply hours in any rural feeder for three(3) consecutive months as 
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compared to directives of the MPERC directives on minimum assured daily supply hours in rural 

areas, it shall be treated a Franchisee’s  event of default. 

ARTICLE 6. METERING AT INPUT POINTS 

6.1. Installation of Meters at Input Points 

6.1.1. Installation of 33kV Main Meters at Input Points has been done by the Distribution Licensee. 

The Distribution Franchisee shall install and maintain Check Meters at each Input Point as per 

the provisions of the Article 4.4.6. The Distribution Franchisee shall comply with the Central 

Electricity Authority (installation and operation of Meters) Regulation 2006 as amended from 

time to time.  

6.1.2. In case of failure of any of the 33kV Main Meters or metering equipment, timely replacement 

and installation of Main Meters shall be the responsibility of the Distribution Licensee.  

6.1.3. Metering system of Main Meter and Check Meters shall be sealed in the presence of 

Franchisee Representative, Engineer-In-Charge and MPPTCL and shall not be opened, tested 

or calibrated except in their presence. 

6.1.4. In case the difference between the recorded monthly consumption of the Main Meter and the 

Check Meter for any calendar month is within ± 0.5%, the measurement of the Main Meter 

shall be taken as final. If however, the variation exceeds ± 0.5%, the measurement shall be 

governed as per the Central Electricity Authority (Installation and Operation of Meters) 

Regulations, 2006 as amended from time-to-time. 

6.1.5. The Distribution Licensee shall inspect and recalibrate the metering system on a regular basis, 

at least once in every three (3) months or at a shorter interval at the request of other Party. 

6.2. The Distribution Franchisee shall be responsible for replacement of defective Check Meters, including 

all required accessories at its own cost, at Input Point(s) within a period of one (1) month from the 

date of notice of such defective Meters. 

ARTICLE 7. JOINT METER READING AT INPUT POINTS 

7.1. First and last joint Meter reading at Input Points by both the Parties shall be carried out at 0.00 hours 

on the Effective Date and at 24:00 hrs. on the Expiry Date, respectively. 

7.2. The Distribution Licensee and the Distribution Franchisee shall carry out Main Meter and Check 

Meter readings jointly at the Input Points at 18.00 hours, every week, i.e., on 7th, 14th, 21st day and on 

the last day of every calendar month during the first year of the Contract Period. After completion of 

first anniversary of the Effective Date, the joint Meter readings at Input Points shall be carried out at 

18.00 hours on 15th and last day of every calendar month during the Contract Period. The Distribution 

Licensee shall raise Monthly Invoice based on the Input Energy supplied during the month based on 

joint Meter readings of Main Meter. Adjustments, if any, shall be carried out for weekly/ fortnightly 

reading based on aforesaid mentioned Meter reading.  

7.3. In the event of defect in the Main Meter, accounting of the Input Energy shall be considered on the 

basis of data recorded in the Check Meters. However, until 0.5 accuracy class or better Meters are 
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installed as Main Meters, the reading of Check Meter shall be used for billing provided the Check 

Meters are of 0.5 accuracy class. 

ARTICLE 8. PREPARATION AND DELIVERY OF MONTHLY INVOICE 

8.1. The Distribution Licensee will raise first Monthly Invoice for Input Energy supplied during the first 

month on the basis of joint Meter reading taken at 0.00 hours on the Effective date and at 18.00 hours 

on the last day of the first month. The Distribution Licensee will raise subsequent Monthly Invoice for 

Input Energy supplied during subsequent months on the basis of joint Meter reading taken on last day 

of every calendar month at 18.00 hours as per Article 7.2 above. The Distribution Licensee will raise 

last Monthly Invoice for Input Energy supplied during the last month on the basis of joint Meter 

reading taken at 18.00 hours on the last day of the previous month and at 24.00 hours on the Expiry 

Date. Distribution Licensee shall, through its Engineer-in-charge, deliver the Monthly Invoice to the 

Distribution Franchisee, not later than ten (10) days of the last day of the previous month. The Meter 

readings for raising the Monthly invoice shall be determined as per the provisions of Article 7 above. 

8.2. The Monthly Invoice for Minimum Input Energy shall be the aggregate units calculated on the basis 

of the difference of the Meter readings, at all the Input Points, between the two successive readings 

taken on the last day of every calendar month at 18.00 hours minus the Input Energy procured by the 

Distribution Franchisee from other sources as per the provisions of Article 5.5.  

8.3. Supplementary Invoice (SI) shall be prepared and delivered to the Distribution Franchisee for 

amounts payable on account of security deposit, adjustment in Input Rate due to tariff indexation and 

any other charges payable by the Distribution Franchisee in terms of the provisions of this Agreement. 

The Supplementary Invoice in respect of all the payments due from the Franchisee for the previous 

month shall be delivered to the Franchisee not later than twenty-five (25) days of the last day of the 

previous month. 

ARTICLE 9. BILLING 

9.1. The Monthly Invoice to be raised by the Distribution Licensee on the Distribution Franchisee shall 

consist of the following components and calculated as below: 

MI = EIM * AIRM 

Where, 

MI = Monthly Invoice 

EIM = Energy Input in kWh during the relevant month less energy sourced by the Distribution 

Franchisee from other sources. 

AIRM = Annual Input Rate applicable for the relevant month as per Annexure -II 

9.2. The Supplementary Invoice (SI) to be raised by the Distribution Licensee on the Distribution 

Franchisee every month shall consist of the following components and calculated as below: 

SI = (RTAM + NCM + SM + RTM + PELDFA + EMPM + RAVM + ADJN + MISCM) - (ADVM 

+ INRAVM + SDIM + SDPDC) 
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Where, 

RTAM = Revenue for Tariff Adjustment for the month 

RTAM = EIM * AIRM * (TIRM - 1) 

TIRM = ATM / AT Base Year as determined under Article 9.3 

ATM and AT Base Year is the Average Tariff in the Franchisee Area for the month and for the Base Year 

respectively calculated on the basis of methodology adopted for computation as per Annexure-III 

NCM is the amount collected for new connections from the Consumers provided during the relevant 

month as per information received under Article 12.6(vi). 

SM is the surcharge @ 1.25% (one point two five percent) per month on the outstanding amount 

payable for every day of delay in payment by the Distribution Franchisee as per Article 10.2 

RTM is the payment due from the Distribution Franchisee during the relevant month for use of Meter 

testing facilities as per Article 12.6(iv). 

PELDFA is the penalty leviable on the Distribution Franchisee as per the provision of Articles 5.9, 

12.9, 12.4. (v), 14.2 and 19.2.1, or any other provision in the DFA. 

EMPM is the amount against terminal benefits of the Distribution Licensee’s employees on 

deputation with the Distribution Franchisee calculated as per the provisions of the Article 24.5. 

RAVM is the amount collected against recoveries on account of audit and vigilance checking from the 

Consumers pertaining to the period before the Effective Date as per Article 11.4. 

ADJN is any adjustment arising out of Tariff Indexation Ratio certification by the Independent 

Auditor. 

MISCM is any other miscellaneous charges payable by the Distribution Franchisee as per the 

provisions of the Article 12.5(vii), Article 18 and any other provisions under this Distribution 

Franchisee Agreement. 

ADVM is the adjustment against advance amount collected by the Distribution Licensee as per the 

provisions of Article 12.5(x). 

INRAVM is the amount of incentive payable to the Distribution Franchisee on account of collection 

against recoveries through audit and vigilance checking from the Consumers pertaining to the period 

before the Effective Date as per Article 11.4. 

INRAVM = 0.25*RAVM 

SDIM is the Interest on Consumer security deposit for existing connections in the Franchisee Area 

during the relevant month as per the provisions of Article 12.5(viii). 

SDPDC is the adjustment against Consumer security deposit for permanently Disconnected Consumers 

in the Franchisee Area during the relevant month as per the provisions of Article 11.6 
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9.3. Tariff Indexation Ratio (TIRM) shall be the ratio of Average Tariff in the Franchisee Area (ATM) for 

the month and the Average Tariff Rs. 3.31 per unit for the Base Year (ATBase Year) in the Dewas 

District. The Tariff Indexation Ratio shall be computed for every month and the same shall be used 

for computation of the revenue for Input Energy for units supplied to the Distribution Franchisee in 

the respective calendar month as per Supplementary Invoice (SI). The Average Tariff for all 

Consumer categories used in the formula is net of Subsidy and subject to the provision of Article 5.4. 

The value of monthly Tariff Indexation Ratio shall be certified by an Independent Auditor at the end 

of each year. The Tariff Indexation Ratio shall be considered as provisional until it is certified by an 

Independent Auditor at the end of each year. Any adjustment (payable or recoverable) arising out of 

such certification by the Independent Auditor shall be adjusted through Supplementary Invoice in 

immediately following Supplementary Invoice (SI) after the date of certification. The fees and 

associated expenditure for such certification shall be equally shared by the Distribution Franchisee 

and the Distribution Licensee.  

ARTICLE 10. PAYMENT OF INVOICES 

10.1. The Distribution Franchisee shall make the payment in full of Monthly Invoice (MI) and 

Supplementary Invoice (SI) within the Due Date. The payment shall be made by credit to the 

designated account of the Distribution Licensee through ECS or by pay order drawn on any schedule 

bank and payable at Indore 

10.2. In case full payment towards Monthly Invoice (MI), Supplementary Invoice (SI) is not made by the 

Distribution Franchisee within the Due Date as per the provisions of the Agreement, a surcharge @ 

1.25% (one point two five percent) per month on the outstanding amount shall become payable for 

every day of delay by the Distribution Franchisee. 

10.3. In the event that the payment towards Monthly Invoice (MI) and Supplementary Invoice (SI) or any 

part thereof remains unpaid by the Distribution Franchisee for a period of Fifteen (15) days from the 

Due Date, the Distribution Licensee shall have the right to invoke the Performance Security furnished 

by the Distribution Franchisee. 

10.4. All payments made by the Distribution Franchisee shall be appropriated by the Distribution Licensee 

in the following order of priority: 

(i) towards late payment surcharge, payable to the Distribution Licensee as per the provisions of 

Article 10.2, if any; 

(ii) towards earlier unpaid Monthly Invoice (MI), if any;  

(iii) towards earlier unpaid Supplementary Invoice (SI), if any; 

(iv) towards the current Monthly Invoice (MI), if any; and 

(v) towards the current Supplementary Invoice (SI). 

10.5. Where  any Monthly Invoice (MI) and Supplementary Invoice (SI) raised by the Distribution Licensee 

is disputed by the Distribution Franchisee (“Disputed Invoice”), the Distribution Franchisee shall, 

notwithstanding such Dispute be bound to remit the payment against such Disputed Invoice to the 

Distribution Licensee within the Due Date. The Distribution Franchisee shall record its objection in 

writing, indicating nature of Dispute, cause of Dispute and documentary evidence in support of its 
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objection, within seven (7) days of receipt thereof, failing which such Monthly Invoice (MI) and/or 

Supplementary Invoice (SI) shall be deemed to have been accepted. Any matter relating to a Disputed 

Invoice shall be settled through the Dispute Resolution Mechanism as per Article 34. 

10.6. If service tax on the services provided by the Distribution Franchisee to the Distribution Licensee is 

applicable during the Contract period on the Distribution Franchisee, the same shall be paid by the 

Distribution Franchisee and reimbursed by the Distribution Licensee against submission of 

documentary evidence in support of the payment made. 

ARTICLE 11. COLLECTION OF ARREARS 

11.1. From the Effective Date, the Distribution Franchisee shall be authorized to collect and retain the 

Arrears determined under Article 4.4.1. The Arrears prior to the Effective Date have been classified in 

two categories: 

(i) “Connected Arrears” - Arrears prior to the Effective Date due from the Consumers who are 

legally connected to the Distribution System of the Franchisee Area. 

(ii) “Disconnected Arrears” - Arrears prior to the Effective Date due from any type of 

Disconnected Consumers who are no longer connected with the Distribution System. 

The Distribution Franchisee shall not have any obligation to collect any surcharge becoming due after 

the Effective Date on the Arrears determined under Article 4.4.1, however if such surcharge is 

collected by the Distribution Franchisee, the same shall be retained by the Distribution Franchisee. 

11.2. The Distribution Franchisee shall also maintain separate individual accounts of collection of Arrears 

from the Consumers under various heads such as energy charges, recoveries on account of audit and 

vigilance checking etc. On the Expiry Date, the Distribution Franchisee shall make available the list 

of Consumers with Arrears as on that date. 

11.3. Connected or Disconnected Arrears, to the extent of the amounts under litigation on the Effective 

Date as per provisions at Article 4.4.1, shall not be dealt with by the Distribution Franchisee. The 

responsibility to recover and retain the Arrears to the extent of amounts under litigation on the 

Effective Date shall rest only with the Distribution Licensee. 

11.4. The Distribution Franchisee shall be responsible for collection against amount recoverable on account 

of audit and vigilance checking from the Consumers pertaining to the period before the Effective 

Date. The Distribution Franchisee shall pay such amount to the Distribution Licensee and the 

Distribution Licensee shall pay an incentive to the Distribution Franchisee towards collection against 

such recoveries @ twenty-five percent (25%). Upon recovery, the Distribution Franchisee shall, 

provide the details of such collection from the Consumers to the Distribution Licensee on monthly 

basis within ten (10) days of the following month along with its claim for incentive, which shall be 

incorporated  in the Distribution Franchisee’s Supplementary Invoice (SI) as per the provisions of the 

Article 9.2. However, the Distribution Franchisee shall retain the collection against recovery on 

account of audit and vigilance checking from the Consumers pertaining to the period after the 

Effective Date. 

11.5. The amount collected by the Distribution Franchisee from the Connected and Disconnected 

Consumers, either in full or in part thereof, shall be adjusted in the Consumer account as per the 

Supply Code issued by MPERC from time-to-time.  
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11.6. In case of all permanently disconnected Consumers as on Effective Date, the Distribution Franchisee 

is free to collect and retain all arrears net of security deposit. In case of the Distribution Franchisee 

permanently disconnecting any Consumer after the Effective Date, the Distribution Franchisee shall 

collect and retain all arrears net of security deposit. In such cases, the security deposit shall be passed 

on to the Distribution Franchisee in the subsequent Supplementary Invoice (SI), after providing such 

necessary information of disconnection to the Distribution Licensee. 

ARTICLE 12. CONSUMER SERVICES 

12.1. The Distribution Franchisee shall undertake all aspects of Consumer services as provided in the 

applicable Electricity Laws in the same manner as the Distribution Licensee is obliged.  

12.2. Without prejudice to the generality of Article 12.1, the duties and responsibilities of the Distribution 

Franchisee in relation to Consumer services shall include the following: 

12.3. Metering and Meter Reading 

(i) The Distribution Franchisee shall be responsible for the Meter reading of all the Meters 

installed at the Consumers end (including temporary Consumers) in the Franchisee Area. The 

frequency of Meter reading shall be in accordance with the Supply Code. The Distribution 

Franchisee shall be responsible for correctness of reading. 

(ii) The Distribution Franchisee shall have option to continue the spot billing to the Consumers 

through agency as engaged by the Distribution Licensee. However the charges for such spot 

billing in the Franchisee Area shall be borne by the Distribution Franchisee. 

(iii) The Distribution Franchisee shall be responsible for timely replacement of Meters, including 

all accessories at its own cost, at the Consumer end, in the event of the existing Meter 

installed is found to be defective or reported burnt as per Electricity Laws. 

(iv) The Distribution Franchisee shall also be responsible for replacement of defective Meters, 

including all required accessories at its own cost, installed for metering at the level of 

distribution transformers and at all 11 kV feeders for ensuring complete energy audit within 

fifteen (15) days of notice of defect. 

12.4. Billing and Delivery: 

(i) The Distribution Franchisee may at its discretion use the existing billing software of the 

Distribution Licensee or use its own software for Consumer billing in the Franchisee Area. In 

case, the Distribution Franchisee opts to use the existing billing software, the Distribution 

Licensee shall provide all the necessary assistance to the Distribution Franchisee during the 

Transition Period including access to the database and network. If the Distribution Franchisee 

opts to use its own billing software, then it shall ensure to meet all the requirements of the 

MPERC and/or the Distribution Licensee as prescribed from time-to-time. The Distribution 

Franchisee shall demonstrate the compatibility of its billing software with the existing billing 

software of the Distribution Licensee and seek prior approval of the Distribution Licensee. 

(ii) The Distribution Franchisee shall be responsible for the timely delivery of bills to the 

Consumer as per the Electricity Laws. 
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(iii) All the stationery including receipt books required for billing and collection and any other 

related formats shall be arranged by the Distribution Franchisee at its own cost. All such 

formats shall comply with the Tariff Order and other relevant regulations of MPERC in force 

from time to time. 

(iv) In the event that any Consumer in the Franchisee Area avails open access under the extant 

regulations, the Distribution Franchisee shall raise the monthly Consumer bills to such 

Consumer for the cross-subsidy surcharge, wheeling charges and any other charges payable 

by such Consumers as per the directives of MPERC. The Distribution Franchisee shall retain 

the cross-subsidy surcharge & wheeling charges and other amounts collected from the 

Consumer shall be remitted to the Distribution Licensee within seven (7) days of such 

collection. 

(v) Bills to unmetered Consumers shall be issued strictly as per directives of MPERC. Bills to 

metered consumers shall be issued on the basis of actual meter reading subject to provisional 

billing and billing on the basis of average monthly consumption as per provision available in 

the Supply Code or any other directives of MPERC. Franchisee shall take immediate action 

for removal of cause of such assessment of consumption of metered Consumers before next 

billing cycle. Any Consumer bill on the basis of assessment of consumption shall be issued as 

per available directives of MPERC. The Franchisee shall make available Consumer-wise 

details of billing done on assessment basis along-with reasons thereof, to the Engineer-in-

Charge within ten (10) days of the following month. The Distribution Licensee shall have the 

right to review the cases of Consumers billed on the basis of assessment of consumption. If 

any Consumer is billed on the basis of assessed consumption and/or unreasonable assessment 

on a ground other than as provided in the Supply Code or any directives by MPERC, the 

Distribution Licensee shall have a right without prejudice to any other right as per this 

Agreement, to recover a penalty from the Franchisee equal to such amount billed to such 

Consumers. In case of any unmetered Consumer is billed on assessment of consumption basis 

for two consecutive billing cycles, it shall be treated a Franchisee’s Event of Default. 

12.5. Collection: 

(i) From the Effective Date to the Expiry date, the Distribution Franchisee shall be responsible to 

collect and retain payment of Consumer bills in the Franchisee Area subject to provisions of 

Article 12.5 (ii).  

(ii) The Distribution Franchisee shall collect the amounts due from the Consumers on day to day 

basis and remit to the Distribution Licensee on a weekly basis the amount collected against 

the Consumer bills for the last Consumer billing cycle immediately preceding the Effective 

Date up-to a period of three (3) months from the Effective Date. 

(iii) On the Expiry Date, the Distribution Licensee shall allow the Distribution Franchisee to 

collect amounts due from the Consumers as per the provisions of Article 32.11.2. 

(iv) The Distribution Franchisee will be free to collect the payment of Consumer bills in any 

manner as deemed fit to ensure better Consumer service and collection efficiency in addition 

to those provided in Article 18.2. 
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(v) The Distribution Licensee shall assist the Distribution Franchisee for collection of Consumer 

bills due from Government Instrumentalities.  

(vi) The Distribution Franchisee shall extend IT enabled systems in the Franchisee Area to 

provide better services to the Consumers relating to payments and introduce online payment 

facility in due course after the Effective Date but within the Transition Period. 

(vii) The Distribution Franchisee shall, from the Effective Date, be entitled to retain and 

appropriate all payments received against any Consumer bill. However, the Distribution 

Franchisee shall account for and remit to the Distribution Licensee the following: 

a) all amounts billed to the Consumer on account of the taxes, except electricity duty and 

cess for existing Consumers, if any, 

b) amount received against security deposit and additional security deposit from the 

Consumers. 

(viii) The amount of interest which is credited in the Consumer bill on account of security deposit 

as per the guidelines of MPERC shall be credited in Supplementary Invoice. 

(ix) In the event that the Distribution Franchisee fails to make the payment of electricity duty & 

cess and any other taxes payable on sale of energy in accordance with the Distribution 

Franchisee Agreement, the Distribution Licensee shall, without prejudice to any other right, 

have the right to recover such amounts by invoking the Performance Security. The amount by 

which the Performance Security is invoked shall be restored as per Article 23.6. 

(x) Advance amount against Consumers including the temporary connection collected by the 

Distribution Licensee prior to the Effective Date for which electricity is provided by the 

Distribution Franchisee shall be passed on to Distribution Franchisee through the 

Supplementary Invoice (SI) as per bills raised by the Distribution Franchisee on such 

Consumers. 

12.6. New Connection 

(i) The Distribution Franchisee shall be responsible to collect, process and sanction all 

applications for new connections, including those for temporary connections as per the rules 

and procedures as applicable to the Distribution Licensee. For new connections, all the 

accessories including the Meter shall be provided by the Distribution Franchisee. The 

Distribution Franchisee shall not release new permanent or temporary connections to 

Consumers without installing Meter except under prior permission from Engineer-in-charge. 

The Engineer-in-charge shall permit release of new un-metered connections to certain 

Consumers after recording specific circumstances and reasons. 

(ii) The Distribution Licensee after having received the details of all new connections provided 

by the Distribution Franchisee in a particular month would by itself do the Consumer 

verification as considered necessary. 

(iii) The Distribution Franchisee shall make arrangements for releasing new connections to the 

Consumers in the Franchisee Area as per the provisions contained in Electricity Supply Code, 

2004, as in force from time to time. 
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(iv) All the Meters provided by the Distribution Franchisee for new connections, replacement of 

burnt/damaged Meters shall be tested at the Meter Testing Laboratory of the Distribution 

Licensee. The cost of Meter testing shall be borne by the Distribution Franchisee as per the 

rate prescribed by the Distribution Licensee. However, the Distribution Franchisee may use 

any other approved and credible Meter testing laboratory or set up its own Meter testing 

laboratory subject to meeting the quality procedures and standards of National Accreditation 

Board for Testing and Calibration Laboratories (NABL). The certification of the laboratory 

setup by the Distribution Franchisee shall be made available to the Distribution Licensee. All 

Meter testing reports shall also be made available to the Distribution Licensee on a regular 

basis. 

(v) The Distribution Franchisee shall extend supply to the Disconnected Consumers as on the 

Effective Date with prior intimation in writing to the Engineer-in-Charge duly acknowledged. 

(vi) Apportionment of the amount received from the Consumer for new connections shall be done 

in the following manner: 

a) The Distribution Franchisee shall retain service connection charges (SCC); supervision 

charges from the Consumers for giving all types of new connections as prescribed by the 

MPERC; 

b) Where the Distribution Franchisee incurs any expenditure for providing a new connection, 

the Distribution Franchisee shall be entitled to retain the full costs of works recovered from 

the Consumer However, the book value of Distribution Franchisee Asset so created shall be 

reduced by an amount of the costs of works  recovered from the Consumers; 

c) Security deposit and any other charges recovered except those under the provision of the 

Article 12.6 (vi) (a) and (b) as per the regulations of MPERC/ Supply Code/ Standards of 

Performance on the Consumers for giving new connections shall be transferred to the 

Distribution Licensee in full without any adjustment or deduction whatsoever as applicable 

from time-to-time; 

(vii) Meter rent for the Meters installed by the Distribution Franchisee and those installed by the 

Distribution Licensee shall be retained by the Distribution Franchisee. The Distribution 

Licensee shall be responsible for providing connection to those Consumers who have 

deposited the Service Connection Charges to the Distribution Licensee as per Article 4.4.3. In 

all other cases, the Distribution Franchisee shall be responsible for providing new connection 

to the Consumers in the Franchisee Area as per the provisions of the DFA. 

12.7. Prevention of theft and malpractices 

(i) The Distribution Licensee shall extend any possible assistance for dealing with the matters 

specified under Chapter XII and lodging complaint in the court of law under Chapter XIV of 

the Act. The Distribution Franchisee is empowered to search and seizure vide GoMP Energy 

Department Notification no. 2495-XIII-2004 dated 17.04.2004 and amended notification no. 

F1-004/2007/XII dated 12.9.2007. The appellate authority under Section 127 of the Act shall 

be the officers appointed by GoMP. 
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(ii) Any review committee(s) formed before or after the Effective Date by the Distribution 

Licensee for review of cases in its area, under Section 135 and/or 138 of the Act shall 

continue to have jurisdiction in the Franchisee Area. The decisions of such committee shall be 

binding on the Distribution Franchisee. The Distribution Franchisee shall not prevent any 

Consumer from availing benefit of review by such review committee(s). 

12.8. Electricity Consumer Grievance Redressal Service 

(i) During the period of first six (6) months from the Effective Date, the Distribution Franchisee 

shall have option to use existing consumer service centres of the Distribution Licensee for 

complaint handling system. Electricity and other charges for such centre, if any shall be borne 

by the Distribution Franchisee. Within six (6) months from the Effective Date, the 

Distribution Franchisee shall establish its own consumer service centres. 

(ii) The consumer service centre shall provide for complaint handling system wherein the 

Consumer can lodge the complaint by phone or by approaching in person or through IT 

enabled system and receive acknowledgment thereof. 

(iii) The Distribution Franchisee shall maintain the roster of Complaints in his office and shall 

redress the Complaints on first come first serve basis. The procedure of addressing 

Complaints on first come first serve basis shall not be deviated without just and proper cause. 

(iv) The Electricity Consumers grievance redressal forum established under section 42 of the 

Electricity Act, 2003, having jurisdiction over the Distribution Licensee Area shall continue 

to have the jurisdiction over the Franchisee Area. 

(v) The Distribution Franchisee shall establish its own Consumer grievances redressal mechanism 

within a period of three (3) month from the Effective Date for speedy redressal of grievances 

of the Consumer. The Distribution Franchisee shall submit report of such forum as per the 

Electricity Laws to the Distribution Licensee in the formats as required by the MPERC from 

time-to-time.  

(vi) The Distribution Franchisee shall make available on demand, a copy of the complaint 

handling procedure revised from time to time, for inspection by the public at consumer 

service centre. 

12.9. The responsibility of the Distribution Franchisee as to the Consumer services mentioned under Article 

12 or elsewhere in this Distribution Franchisee Agreement is by no means exhaustive and is without 

in any way affecting the obligation and responsibility of the Distribution Franchisee to undertake and 

duly fulfill all responsibilities and obligations which the Distribution Licensee is required to fulfill in 

its capacity as the Distribution Licensee if the Distribution Franchisee Agreement has not been 

entered into. The Distribution Franchisee shall comply with Electricity Laws and other conditions of 

supply as laid down by MPERC from time to time and any penalty, compensation charges etc. 

imposed by any Government Instrumentality for non-compliance thereof shall be borne by the 

Distribution Franchisee. In such an event, without prejudice to any other right as per provisions of this 

Agreement, Distribution Licensee shall have a right to recover an equivalent amount as a penalty from 

the Distribution Franchisee, through Supplementary Invoice (SI).  

12.10. In case GoMP launches any scheme for the benefit of the Consumers, the Distribution Franchisee 

shall facilitate to extend such benefit to the Consumers. However, any compensation towards 
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implementation of such scheme(s) in the Franchisee Area shall be passed on to the Distribution 

Franchisee to the extent such compensation is provided by the GoMP. 

13. OPERATION AND MAINTENANCE OF DISTRIBUTION ASSETS & DISTRIBUTION SYSTEM 

13.1. The Distribution Franchisee shall be solely responsible for undertaking all operations and 

maintenance related activities in relation to the Distribution Assets, the Distribution Franchisee Assets 

and the Distribution System in the Franchisee Area. The maintenance of the Distribution Assets, the 

Distribution Franchisee Assets and the Distribution System shall be carried out as per the Performance 

Standards prescribed under the Electricity Supply Code, 2004 as in force from time to time, and as per 

the directions/ orders of MPERC and standards as prescribed by other statutory authorities as 

applicable to the Distribution Licensee. Any expenditure incurred by the Distribution Franchisee on 

repair and maintenance of such Assets shall be treated as operation and maintenance cost of 

Franchisee. The operation and maintenance related activities shall include: 

(i) Maintenance of the transformers and lines to ensure uninterrupted power supply to the 

Consumer; this would be done over and above the maintenance contracts of the Distribution 

Licensee if any that may be  running even after the Effective Date; 

(ii) Replacement of defective Meters within the prescribed time frame as stipulated in Electricity 

Supply Code, 2004 as in force from time to time; 

(iii) Replacement of any failed transformers within the prescribed time frame and maintenance of 

sufficient rolling stock of transformers and other necessary materials so as to comply with the 

norms prescribed by MPERC with respect to time and quality; 

(iv) Deployment of any standard systems and policies that are mandated by the Electricity Laws 

and the MPERC; 

(v) Providing information to the Engineer-in-charge about the failure or theft of any transformer, 

within twenty-four (24) hours of the detection of such failure or theft; 

(vi) Maintenance and replacement of the Distribution Assets and the Distribution Franchisee 

Assets in the Franchisee Area within the prescribed time frame as stipulated in Electricity 

Supply Code including those Distribution Assets for which warranty period is continuing 

even after the Effective Date. It shall be responsibility of the Distribution Franchisee to avail 

warranty on such Distribution Assets; 

(vii) Operation and maintenance of all 33/11 kV sub-stations, control rooms and transformer 

stations; 

(viii) Installation of metering devices and carrying out Meter reading, monitoring of all feeders and 

distribution transformers; 

(ix) Upgrade, renovate and maintain the existing IT assets and systems as per Prudent Utility 

Practices and the standards that may be prescribed by MPERC. 

13.2. If any shutdown is required on any feeder for carrying out maintenance work, the Distribution 

Franchisee shall apply for permit from the  officer(s) of the concerned EHV and/or HV substation, if 

necessary. Such permit shall be returned immediately after the work is completed. The Distribution 

Franchisee shall maintain day to day co-ordination with the concerned officer(s) at the substation for 
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smooth operation of the Distribution System. The Distribution Franchisee shall also ensure that there 

should not be any adverse effect on the EHV Consumers and power system equipments due to any 

mal-operation of the Distribution System in the Franchisee Area. 

13.3. On the occurrence of any Major Incident affecting the Distribution System, the Distribution 

Franchisee shall intimate the same to the Engineer-in-charge as soon as possible. The Distribution 

Franchisee shall also submit a detailed report to the Distribution Licensee giving full details of the 

facts within the knowledge of the Distribution Franchisee regarding the Major Incident and its causes. 

13.4. The Distribution Franchisee will provide all reasonable assistance in meeting the Distribution 

Licensee’s performance obligations under all the ongoing contracts of operation and maintenance 

works as per Article 4.3.1.3 awarded by the Distribution Licensee. However, the Distribution 

Licensee, with sufficient justification and with prior intimation to the Distribution Franchisee, on its 

own or at the request of the Distribution Franchisee may terminate / discontinue any of these 

contracts. Under such circumstances, the Distribution Franchisee will be obligated to undertake 

completion of all such maintenance works as envisaged in the original contacts as per the same terms 

and conditions. In such cases, all funds tied up for such contracts shall be passed on by the 

Distribution Licensee to the Distribution Franchisee. 

13.5. However, all the terminal payments arising on account of premature termination/cancellation of 

contracts as per Article 13.4, at the request of the Distribution Franchisee, will be borne by the 

Distribution Franchisee. The Distribution Franchisee will also be liable to honor the decisions / orders 

of the arbitrator / court in respect of such contracts.  

13.6. In any part of the Franchisee Area, if there is a disruption of electric supply services arising out of any 

Major Incident leading to severe public inconvenience, the Distribution Licensee shall have a right to 

enter upon and restore electric supply services at the cost and expenses of the Distribution Franchisee. 

ARTICLE 14. CAPITAL INVESTMENT 

14.1 The Distribution Franchisee shall mandatorily carryout the following capital works in the Franchisee 

Area: 

Metering: The Distribution Franchisee shall achieve 100% Metering in the Franchisee Area at the 

Consumer end, and complete metering of all distribution transformers and 11kV feeders within the 

first two (2) years of the Contract Period, for complete energy accounting as per the standard technical 

specifications prepared for R-APDRP projects (Annexure VI-B). However, the Distribution 

Franchisee shall mandatorily achieve 100% metering at all distribution transformers and 11kV feeders 

within the first nine (9) months of the Contract Period in the Franchisee Area. For installation of 

Meters, Meter testing, Meter calibration and Meter reading, the Distribution Franchisee shall follow 

the Central Electricity Authority (Installation and Operation of Meters) Regulations, 2006, as 

amended from time to time and as applicable to this Agreement. Further, there shall be a joint 

inspection of the Metering status in the Franchisee Area at periodical intervals. 

The expenditure incurred on completion of aforesaid works shall be borne by the Distribution 

Franchisee and factored into its capital expenditure plan. The Distribution Franchisee shall arrange 

necessary financing for these capital works. 

14.2 The Distribution Licensee shall monitor the mandatory capital investment to be undertaken by the 

Distribution Franchisee as per Article 14.1 through the Engineer-in-charge/ monitoring cell in the 

Franchisee Area. In case of non-compliance of the mandatory capital investment by the Distribution 
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Franchisee as per the intermediate and final completion schedules prescribed in Article 14.1 , a 

penalty as calculated below shall be charged from the Distribution Franchisee for each month of delay 

after the prescribed time limit for intermediate and final completion till such capital works are 

completed by the Distribution Franchisee. However, the penalty shall not be imposed on the 

Distribution Franchisee, if the reasons for such delay in the capital works are considered to be beyond 

the control of the Distribution Franchisee duly accepted and acknowledged by the Engineer-in-charge.  

The amount of penalty shall be calculated as: 

Amount of monthly penalty = 1.5% * (cost of balance mandatory capital works corresponding to the 

stage, which the Distribution Franchisee has failed to attain at the prescribed schedule of completion 

as per the Article 14.1). The aggregate amount of such penalty shall in no event exceed a maximum of 

fifty percent (50%) of the cost of mandatory capital works balance at the end of the prescribed 

schedule date as per the Article 14.1. 

Further, in case the Distribution Franchisee fails to attain the prescribed intermediate milestone of the 

mandatory capital works but achieve the final completion schedules as prescribed in Article 14.1, the 

amount of penalty already paid by the Distribution Franchisee shall be reimbursed by the Distribution 

Licensee in the subsequent Supplementary Invoice (SI) following the final completion schedule.  

Without prejudice to the above, if the Distribution Franchisee fails to complete the balance mandatory 

capital works within a further period of three (3) months from the prescribed schedule as per the 

Article 14.1, it shall be an event of default of the Distribution Franchisee as per the provision of the 

Clause 32.1.1(v) of this agreement. 

14.3 The Distribution Franchisee shall undertake  programme management of all the ongoing contracts and 

the contracts to be awarded (Annexure-IV) for the schemes such as R-APDRP Part-A, R-APDRP 

Part-B, ADB, RGGVY, Feeder Separation in rural area etc., as the case may be, in the Franchisee 

Area. For all such works in the Franchisee Area, the Distribution Franchisee shall be assigned the 

same functions and responsibilities as were with the Engineer-in-charge of the Franchisee Area for the 

relevant contracts immediately before the Effective Date. The Distribution Franchisee shall be 

responsible for timely implementation of all such projects. The Distribution Franchisee shall also 

intimate the Distribution Licensee about the progress of works as per the terms of ongoing works 

contracts on a monthly basis in the formats as per Article 17. However, the Distribution Licensee on 

its own or at the request of the Distribution Franchisee, with sufficient justification and prior 

intimation to the Distribution Franchisee, may terminate any of these contracts in case of 

unsatisfactory performance by the contractor. In such case, the Distribution Licensee shall take all 

reasonable steps to complete the residual works, if necessary. 

14.3.1 The Distribution Franchisee may exercise its option to undertake the balance capital works of 

such terminated contracts on its own on the same terms and conditions of the original contract. In 

such cases, the Distribution Licensee shall make available the balance funds for the residual 

works, as per the terms of the original contract to the Distribution Franchisee. However, in such 

cases, the provisions of any incentive / penalty as provided for in the original contract shall 

become applicable to the Distribution Franchisee. 

14.3.2 In case of RAPDRP contracts terminated under this Article, provisions of Article 19.2.1 shall be 

applicable to the Distribution Franchisee. 

14.4 The Distribution Franchisee shall submit its proposal within the Transition Period for the entire capital 

investment on the Distribution System inclusive of mandatory capital investment mentioned in Article 

14.1 and any capital investment as per Article 14.12, for meeting the future load growth, reduction in 
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the AT&C Losses, improvement in the quality of supply and Consumer services in the Franchisee 

Area and replacement of Distribution Assets. This plan shall be treated as a rolling capital investment 

plan and would be revised at the option of the Distribution Franchisee at the end of every three (3) 

years or part thereof after the Effective Date. Such investment plan of the Distribution Franchisee 

shall be submitted to the MPERC by the Distribution Licensee and shall be subject to MPERC’s 

approval. The Distribution Franchisee may revise the capital investment plan, subject to concurrence 

of the Distribution Licensee and subsequently approval of MPERC. The Distribution Licensee shall 

facilitate the Distribution Franchisee in obtaining  the approval of the MPERC for such capital 

investment plan or any revision thereof. However, the decision of MPERC in the matter shall be final 

and binding on the Distribution Franchisee. Any investment over the last five (5) years of the Contract 

Period by the Distribution Franchisee which is not approved by the MPERC shall not be compensated 

by the Distribution Licensee at the Expiry Date and shall be considered to be a business risk of the 

Distribution Franchisee. Such capital expenditure incurred by the Distribution Franchisee would 

include replacement of Distribution Assets. The Distribution Franchisee shall arrange the funds 

required for meeting its capital expenditure and the cost thereof shall be borne by the Distribution 

Franchisee.  

14.5 All the electrical plants and equipments, appliances, Distribution Franchisee Assets, as the case may 

be, used in the Franchisee Area under the capital expenditure plan under Article 14.4 should be as per 

the standards provided in the Energy Conservation Act, 2001 and the standards and labeling 

programme of Bureau of Energy Efficiency as may be made applicable from time-to-time. The 

specification of the equipments to be used by the Distribution Franchisee shall be at least at par or not 

inferior to the standards adopted by the Distribution Licensee. 

The Distribution Licensee shall have the right to conduct the inspection, at the Distribution 

Franchisee’s store in the Franchisee Area or at the location of asset installation in the Franchisee Area, 

as the case maybe, regarding specification of the electrical plants and equipments, appliances, 

Distribution Franchisee Assets used in the Franchisee Areas on quarterly basis. The Distribution 

Franchisee shall facilitate such inspection and provide all necessary facilities for carrying out such 

inspection. During inspection, if any electrical plants and equipments, appliances, Distribution 

Franchisee Assets is found to be of inferior quality in the absolute judgment of the Distribution 

Licensee, the Distribution Licensee shall not consider such assets as a part of Distribution Franchisee 

Assets. Without prejudice to the above, the Distribution Licensee may also direct the Distribution 

Franchisee to replace such assets within a period of thirty (30) days from the date of inspection. 

However, in case the Distribution Licensee fails to conduct the inspection, it will not amount to 

waiver of the inspection.  

The Distribution Franchisee shall make available all the documents to the Distribution Licensee 

related to the procurement including the specifications of the electrical plants and equipments, 

appliances, Distribution Franchisee Assets, as and when required by the Engineer-in-Charge. 

14.6 The Distribution Licensee shall make efforts to complete all ongoing and proposed capital works on 

the schedule dates on best effort basis as indicated in Annexure IV. However, in case of any delay or 

shortfall in execution of ongoing capital works by the Distribution Licensee, the Distribution Licensee 

assumes no responsibility for such delay and the Distribution Franchisee shall not be compensated by 

the Distribution Licensee for any related shortfalls or resultant non-achievement of AT&C Loss 

targets. 

14.7 The Distribution Franchisee shall maintain a separate record for the Distribution Franchisee Assets 

with all details and specifications as per the provisions of Article 16.3. 
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14.8 The Distribution Franchisee shall submit details of Distribution Franchisee Assets periodically  as per 

provision in Article 16.3 to the Distribution Licensee. The value of the Distribution Franchisee Assets 

shall be certified by Engineer-in-Charge within a period of ninety (90) days from the submission of 

details for the relevant quarter. 

14.9 On the Expiry Date, the Distribution Franchisee shall transfer forthwith the Distribution Franchisee 

Assets in working condition, free and clear of all encumbrance and execute such deeds, writing and 

documents as may be required by the Distribution Licensee for fully and effectively divesting the 

Distribution Franchisee of all of its rights, title and interest in the Distribution Franchisee Asset and 

conveying the said Assets to the Distribution Licensee. 

14.10 Subject to the Distribution Franchisee complying with the requirement of Articles 14.4 and 14.7 and 

as per the provisions of Article 32, on Expiry Date, the Distribution Franchisee shall be entitled to 

receive the depreciated value of the Distribution Franchisee Assets as determined based on the cost of 

such assets and the prescribed depreciation rate as per Article 14.11  and adjustments as per 

provisions of Article 32.4.2. Land acquired by the Distribution Franchisee shall be transferred to the 

Distribution Licensee at book value on the Expiry Date. All necessary registration charges on transfer 

of assets and property, as applicable, would be borne by the Distribution Licensee in this regard.  

14.11 The book value of the Distribution Franchisee Assets shall be lower of the following: 

(i) the value as per applicable schedule of rates of the Distribution Licensee as on the year in 

which Distribution Franchisee Assets were put to commercial use by the Distribution 

Franchisee; and 

(ii) the original cost of acquisition of the Distribution Franchisee Assets by the Distribution 

Franchisee; 

The depreciation for the Distribution Franchisee Assets shall be worked out on the basis of the 

depreciation rates approved by the MPERC in its “Determination of tariff for distribution and retail 

supply of electricity regulation, 2005”, as amended from time to time. 

In the event the depreciation rate for Distribution Franchisee Assets is not specified in the said 

MPERC regulations, it shall be taken as per the prevailing depreciation rates of the Distribution 

Licensee or as per the Companies Act, 1956 in that sequence. 

The depreciated value of the Distribution Franchisee Assets at any point of time during the Contract 

Period shall be determined according to the provisions specified above in this Article. 

14.12 The quantum of capital works, except those covered under Article 4.3.1.3, carried out by the 

Distribution Licensee from the date of issue of RFP till the Effective Date in the Franchisee Area shall 

be deemed as the capital investment of the Distribution Franchisee and assets so created shall become 

Distribution Franchisee Assets. The Distribution Franchisee shall pay for such assets at the actual cost 

to the Distribution Licensee within Transition Period. However, such payment shall be limited to a 

maximum value of five percent (5%) of the annual revenue billed to the Consumers net of subsidy for 

the Base Year in the Franchisee Area; 

14.13 If there is any requirement of  land (such as for 33/ 11 kV sub-station) for execution of the approved 

capital investment plan, the following provisions shall apply: 

14.13.1 If the proposed land is a government owned land, then the Distribution Licensee shall 

endeavour to provide necessary assistance in procuring such land; 
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14.13.2 If the proposed land is a privately owned land, then such land shall be purchased or taken on 

lease by the Distribution Franchisee at its own cost. 

14.14 The liability and the risk associated with all loans raised by the Distribution Franchisee, such as 

inability to repay interest and principal, default by the Distribution Franchisee and / or construction 

delays in works funded by loans taken by the Distribution Franchisee or on account of changes in the 

regulatory environment would not be passed on to the Distribution Licensee under any circumstance 

during the Contract Period or thereafter. 

ARTICLE 15. SAFETY NORMS AND ACCIDENTS 

15.1 The Distribution Franchisee shall strictly abide by all safety norms and safety measures as prescribed 

in the Electricity Laws and shall bear all liabilities for payment of compensation to any person on 

account of electrocution or accident for any reason whatsoever. However, third party claims on 

account of Distribution Assets as on Effective Date, upto the Transition Period shall be compensated 

by the Distribution Licensee. 

ARTICLE 16. ASSET SURVEY & INVENTORY 

16.1 In the course of preparation of Distribution Assets Inventory as per Article 4.3.1.1, all the Distribution 

Assets shall be provided unique numbers for identification; if not already provided, as per existing 

practice of the Distribution Licensee and direction of Engineer-in-charge. The hard and soft copy of 

all data regarding Distribution Assets including drawings shall be handed over to the Engineer-in-

charge. Both the Parties shall jointly sign the Distribution Asset Inventory. 

16.2 The Distribution Licensee shall provide to the Distribution Franchisee the data base and documents of 

Consumer indexing and Distribution Asset codes, if available for route sequencing purpose. In case, 

the Distribution Licensee does not have such database and documents for the Franchisee Area, the 

Distribution Franchisee in assistance with the Distribution Licensee shall create the same within in the 

Transition Period as prescribed in Article 4.3.1.1. The expenses incurred in this regard shall be borne 

by the Distribution Franchisee as per Article 2.3. 

16.3 The Distribution Franchisee shall maintain and update the Franchisee Asset Register and prepare a list 

of all new Distribution Franchisee Assets put to commercial use after the Effective Date and submit 

the same to Engineer-in-Charge on quarterly basis in the first year of Contract Period and thereafter 

on monthly basis during the Term of Agreement. The update shall reflect all additions and 

replacements made to the Distribution Assets and Distribution Franchisee Assets at the cost of the 

Distribution Franchisee. In the event that the Engineer-in-charge disagrees with any update submitted 

by the Distribution Franchisee, he may, within a period of thirty (30) days from the receipt of such 

update, appoint a representative and call upon the Distribution Franchisee to undertake a joint survey 

of the Distribution Assets / Distribution Franchisee Assets or any part thereof. 

16.4 The Distribution Franchisee shall also prepare a list of all new Distribution Assets capitalized after the 

Effective Date and submit the same to the Engineer-in-charge on a quarterly basis in the first year of 

the Contract Period and thereafter on monthly basis during the Term of the Agreement and the same 

shall be updated by the Distribution Licensee in the Licensee Asset Register. In the event that the 

Engineer-in-charge disagrees with any update submitted by the Distribution Franchisee, he may, 

within a period of thirty (30) days from the receipt of such update, appoint a representative and call 

upon the Distribution Franchisee to undertake a joint survey of such Distribution Assets or any part 

thereof.    
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16.5 A joint asset survey shall also be conducted sixty (60) days prior to the Expiry Date. 

16.6 The Distribution Franchisee shall execute an indemnity bond as attached in Annexure V before 

taking over such Distribution Assets from the Distribution Licensee and such bond shall be valid till 

scheduled Expiry Date.  

16.7 The Distribution Franchisee shall submit detailed inventory of O&M spares annually in the 

Franchisee Area. 

16.8 Any shortfall in the quantity of Distribution Assets verified and recorded in joint verification at the 

time of taking over from the Distribution Franchisee from the quantities as recorded in the Licensee 

Asset Register shall be recovered at the cost of replacement from the Distribution Franchisee. 

16.9 If any Distribution Asset and/or Distribution Franchisee Asset are scrapped during the Contract 

Period, the same shall be deposited in the Distribution Franchisee’s store in the Franchisee Area by 

the Distribution Franchisee at its own cost under intimation to the Engineer-in-Charge. After the joint 

verification by the Engineer-in-charge and the Franchisee Representative, if it is established that the 

scrap relates to Distribution Assets, the same shall be transferred to the Distribution Licensee’s store 

by the Distribution Franchisee at the cost of the Distribution Franchisee within a period of thirty (30) 

days from the date of joint verification. The Distribution Licensee shall duly update the Licensee 

Asset Register accordingly. 

16.10 The Distribution Franchisee shall not use the Distribution Assets for any other purpose except for 

Distribution of electricity in the Franchisee Area and activities related thereto.  

16.11 Theft and Loss of Distribution Assets and Distribution Franchisee Assets  

Notwithstanding anything to the contrary contained in the Distribution Franchisee Agreement, the 

Distribution Franchisee shall be solely liable for any theft or otherwise loss of any Distribution Assets 

and Distribution Franchisee Asset, and shall replace the same with a new asset of atleast the same 

standards and specification of the asset lost entirely at its own cost; the assets so created shall form a 

part of Distribution Assets and Distribution Franchisee Assets respectively. However for the 

calculation of depreciated value at the Expiry Date the value of original Distribution Franchisee 

Assets shall be considered. If any such lost Distribution Assets / Distribution Franchisee Assets are 

recovered after its replacement by the Distribution Franchisee, it shall be the property of the 

Distribution Franchisee. 

ARTICLE 17. MIS AND IT SUPPORT AND REPORTING 

17.1 The Distribution Franchisee shall maintain the following data and records and submit to Engineer-in-

Charge as per the time schedule specified herein. 

17.1.1 R-15 format (revenue return) and/or Consumer billing database with all revenue related 

formats before 20
th
 of every month; 

17.1.2 Data with respect to the Franchisee Area as per format provided by MPERC or the 

Distribution Licensee to enable the Distribution Licensee to obtain approval of Annual 

Revenue Requirement petition from MPERC. The requisite data shall be made available 

within fifteen (15) days of intimation forwarded to the Distribution Franchisee by the 

Engineer-in-Charge; 
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17.1.3 Separate individual details for each Consumer under each Consumer category and details of 

amount billed and collected inclusive of electricity duty and cess for electricity supplied from 

the Effective Date furnished every month in softcopy; 

17.1.4 List of Consumers as on Expiry Date in soft copy; 

17.1.5 Detailed records of new connections including temporary connections given in the Franchisee 

Area during the month furnished every month in both soft and hard copy; 

17.1.6 Information on status of Consumers who have been disconnected after the Effective Date in 

the Franchisee Area, furnished every month both in soft and hard copy. Further, there shall be 

a joint inspection of such Disconnected Consumers at such intervals as per the methodology 

to be decided jointly by both the Parties; 

17.1.7 Monthly MIS of Consumer Complaints and action taken thereon, which shall be prepared and 

submitted in accordance with the prevailing practice of the Distribution Licensee; 

17.1.8 Consumer-wise billing details in respect of metered and unmetered Consumers billed on 

assessment basis during the month; 

17.1.9 Feeder-wise daily supply hours maintained in the Franchisee Area on monthly basis; 

17.1.10 Information on the monthly progress of contracts being monitored by the Distribution 

Franchisee. 

17.2 Report on Energy Audit with respect to each feeder on a monthly basis and  each distribution 

transformer on quarterly basis; 

17.3 In addition to the specific records and data required to be maintained in terms of Article 17.1, the 

Distribution Franchisee shall continue to maintain and update all other records and databases in 

respect of the Franchisee Area in the same format as maintained by the Distribution Licensee or in 

any other format developed with the mutual consent of both the Parties. 

17.4 The Distribution Franchisee shall provide sufficient number of computers and employ adequate 

number of persons who can operate computers to provide data in compatible format to meet MIS 

reporting requirements of the Distribution Licensee or any Government Instrumentality or for any 

other purposes as per the prescribed formats. 

17.5 The Distribution Licensee and the Distribution Franchisee shall undertake monthly review and 

reconciliation of accounts and statistics of the Franchisee Area. The reconciliation figures shall be 

acknowledged and signed by both Parties and shall make efforts to get un-reconciled figures duly 

reconciled or settled in an agreed period, in any case within the next three (3) months. 

17.6 All correspondence, records, reports, presentations and other forms of information developed by the 

Distribution Franchisee whether electronic or physical, hardware and software, as required by the 

Distribution Licensee shall become the property of the Distribution Licensee on Expiry Date. The 

Distribution Licensee reserves, without limitation, the right to use procedures, forms and productivity 

enhancement methods developed by the Distribution Franchisee pursuant to the provisions under the 

DFA. Notwithstanding the above, the Distribution Franchisee shall have the right to retain copies of 

information, reports, correspondence, presentations mentioned above. 

17.7 The Distribution Franchisee shall provide to the Distribution Licensee within reasonable time such 

further particulars and information as may be required by the Distribution Licensee from time to time 
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relating to implementation of the DFA or for providing the same to GoMP or any other statutory 

authorities under the provisions of the Law. 

ARTICLE 18. USE OF DISTRIBUTION LICENSEE FACILITIES 

18.1 Buildings: 

18.1.1 The Distribution Franchisee may request for use of the buildings belonging to the Distribution 

Licensee in the Franchisee Area during the Term of Agreement. The Distribution Licensee 

may permit the use of this facility, but the Distribution Franchisee shall be responsible for 

paying municipal taxes and all other taxes applicable and shall incur expenditure on regular 

maintenance of these buildings. If any of the office premises and land has been taken over by 

the Distribution Franchisee for its use and if such office premises or land was taken by the 

Distribution Licensee on rent; in such cases the Distribution Franchisee shall get the lease 

agreement transferred in its own name with effect from the Effective Date and bear all costs 

in connection therewith. Subsequent rent payment shall accordingly be made by the 

Distribution Franchisee. The Distribution Licensee shall terminate all such lease agreements 

from the Effective Date. The Distribution Licensee shall facilitate to the extent possible in 

transferring such lease agreements to Distribution Franchisee from the Effective Date. 

18.1.2 All charges for telephone, water, electricity etc. will be borne by the Distribution Franchisee, 

in respect of premises taken over by the Distribution Franchisee under Article 18.1. The 

buildings and such other assets shall be provided to the Distribution Franchisee exclusively 

for the purpose of the implementation of the Distribution Franchisee Agreement and shall not 

be used for any other purpose. All buildings made available to the Distribution Franchisee 

shall be vacated within three (3) months of Expiry Date or such additional period agreed by 

the Distribution Licensee. Fulfillment of this condition shall be a condition precedent for the 

release of Performance Security. 

18.1.3 The Distribution Franchisee shall be held responsible for the safety and security of the 

premises under its possession and any material kept within such premises. On occurrence of 

any damage or theft to such premises or materials, the Distribution Franchisee shall replace 

the same at its own cost within reasonable period as intimated by the Distribution Licensee.. 

18.2 The collection counters of the Distribution Licensee shall be continued up to a period mutually agreed 

by the Parties during the Transition Period. The electricity and other charges of such collection 

counters shall be borne by the Distribution Franchisee. In case the collection counter is running in a 

rented building, the Distribution Franchisee shall also pay rent from the Effective Date. 

18.3 If the Distribution Franchisee uses the Distribution Licensee’s billing software for billing the 

Consumers, the user license fee and the annual maintenance charges for maintenance of the billing 

software, if any, shall continue to be borne by the Distribution Licensee. 

ARTICLE 19. LOSS REDUCTION 

19.1 AT&C Loss reduction targets 

19.1.1 For the areas other than R-APDRP Towns, the following AT&C Loss reduction targets shall 

be applicable to the Distribution Franchisee: 

(i) AT&C Losses above 40%: Reduction by 4% per year. 
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(ii) AT&C Losses between 30% and 40%: Reduction by 3% per year. 

(iii) AT&C Losses between 20% and 30%: Reduction by 2% per year. 

(iv) AT&C Losses between 10% and 20%: Reduction by 1% per year. 

The targets will change from one slab to another on shifting of the AT&C Losses from one level to 

another level. The starting reference for AT&C Losses for the first Contract Year for the purpose of 

reduction of AT&C Losses under this Article shall be the AT&C Losses of the Base Year.In case the 

Effective Date is not the starting date of a financial year, the first assessment of AT&C Loss 

reduction target w.r.t. the AT&C Loss level of Base Year shall be done at the end of the 

financial year immediately following the financial year in which the Effective Date falls. For 

the period starting from the Effective Date till the end of the immediate following financial 

year the AT&C Loss reduction target shall be computed on pro rata basis. This pro-rated 

target shall be added with the target for the next financial year to determine the target to be 

achieved by the Distribution Franchisee at the first assessment date. A sample illustration for 

the computation of AT&C Loss level is attached as Annexure-IX. 

19.1.2 For Town areas under R-APDRP: 

(i) For town(s) areas under R-APDRP scheme (namely Dewas Town), the Distribution 

Franchisee shall be responsible to achieve a target of fifteen percent (15%) AT&C Loss 

level on sustainable basis as per the provisions of the “Guidelines of R-APDRP” 

(Annexure VI-A) issued by Ministry of Power, Government of India at the end of 

December 2013.  

(ii) The Distribution Franchisee shall also maintain the annual AT&C Loss level of R-

APDRP town(s) within fifteen percent (15%) limit after the conclusion of R-APDRP 

scheme. 

19.2 The measurement and calculation of the AT&C Losses shall be carried out on annual basis in the 

following manner: 

(i) Starting from the Effective Date  at the end of every year, on the basis of the Input Energy, the 

Engineer-in-charge shall calculate the AT&C Loss level in the Distribution System of the 

Franchisee Area (“Annual AT&C Loss Level”) and intimate the same to the Franchisee in 

writing; 

(ii) In case the Distribution Franchisee disagrees the annual AT&C Loss Level intimated by the 

Engineer-in-charge for any year, it shall, within ten (10) days of the receipt of such 

information, seek a joint review. Further, if the Parties are unable to agree on the annual 

AT&C Loss Level on the basis of the joint review, the Distribution Franchisee may seek a 

review by the Engineer-in-Charge followed by Head of Commercial Department of the 

Distribution Licensee whose decision shall be final and binding on both the Parties. If 

however, the Distribution Franchisee does not contest within stipulated time the annual AT&C 

Loss intimated to it by the Engineer-in-charge, it shall be presumed to have been accepted by 

the Distribution Franchisee. 

19.2.1 Incentive and penalty on AT&C Loss reduction targets for Town areas under R-APDRP:If the 

Distribution Franchisee undertakes the obligation to execute the works under RAPDRP, 

prematurely terminated / cancelled as per provisions of Article 14.3 by the Distribution 

Licensee and 
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(i) achieves the AT&C Loss reduction targets for R-APDRP town(s) as specified in Article 

19.1.2(i), ten percent (10%) of the quantum of loan converted into grant as per the 

provisions of R-APDRP guidelines, shall be passed on to the Distribution Franchisee as 

an incentive.  

(ii) fails to achieve the AT&C Loss reduction targets for R-APDRP town(s) as specified in 

Article 19.1.2(i) on sustainable basis, the incentive/ penalty for the Distribution 

Franchisee shall be calculated as below: 

•••• An amount equal to ten percent (10%) of the quantum of loan converted into grant as 

per the provisions of R-APDRP guidelines;  

•••• LESS an amount equal to twenty percent (20%) of the loan not converted into grant 

for the same year as per the provisions of R-APDRP guidelines;  

(iii) fails to maintain the annual AT&C Loss level of fifteen percent (15%) for R-APDRP 

town(s) as specified in Article 19.1.2(ii), a penalty equivalent to ten percent (10%) of the 

revenue lost due to not maintaining the AT&C Loss at fifteen percent (15%) shall be 

recoverable from the distribution franchisee.  

Such incentive/ penalty shall be adjusted as per Article 9.2 through Supplementary Invoice 

(SI) in the year following the financial year for which the performance is being evaluated for 

R-APDRP town(s). 

19.2.2 For the purpose of calculation of AT&C Loss level, if the value of collection efficiency for 

any financial year or part thereof during the Contract Period is more than one hundred percent 

(100%), in such cases, collection efficiency shall be restricted to 100% (one hundred percent). 

ARTICLE 20. PROVISION FOR SUBSIDY AND FREE ELECTRICITY 

20.1 GoMP may, at its sole discretion decide on, Subsidy in electricity tariff payable by Consumers of 

certain categories. The billed demand by the Distribution Franchisee to the Consumers shall be the 

amount payable by the Consumers net of applicable government Subsidy and compensation against 

free electricity supply. However, any Subsidy including any compensation for free supply offered by 

GoMP or any Government Instrumentality from time-to-time to any category of Consumers shall 

continue to be retained by the Distribution Licensee.  

20.2 The Distribution Franchisee shall facilitate the Distribution Licensee in raising the claim on account 

of Subsidy and free electricity receivable from GoMP for the Franchisee Area. The notification from 

Govt. of Madhya Pradesh on Subsidy for the Base Year is attached as Annexure VII. 

20.3 The Distribution Franchisee shall submit the statement of Subsidy and free electricity claims with 

detailed records of the Consumers eligible for Subsidy on electricity tariff or free electricity after 

verifying the accuracy and admissibility of each Consumer included in the same.  

20.4 An Independent Auditor shall audit the claim for Subsidy and free electricity on a quarterly basis as 

submitted under Article 20.3 above. The fees and associated expenditure for such audit shall be 

equally shared by both the Parties. Notwithstanding the above, the Distribution Franchisee shall allow 

the government auditors or any other authority from GoMP to verify the particulars or details 

provided for determining the Distribution Licensee’s claim for Subsidy and free electricity. 

ARTICLE 21. ELECTRICITY DUTY 
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21.1 Electricity duty and cess shall be payable by the Distribution Franchisee as per the amount reflected in 

the R-15 format for relevant month directly to the GoMP. Any change in the rates or its applicability 

notified by GoMP after the Effective Date shall be applicable for the purpose of making payments 

towards electricity duty and cess. Further, the Distribution Franchisee shall submit the documentary 

evidence in support of the payment made towards electricity duty and cess to the Distribution 

Licensee. In the event the electricity duty and cess or part thereof remains unpaid by the Distribution 

Franchisee to the GoMP within stipulated time period, the Distribution Licensee shall invoke the 

Performance Security furnished by the Distribution Franchisee. 

21.2 The Distribution Franchisee shall maintain separate accounting records for electricity duty as per the 

Madhya Pradesh Electricity Duty Act 1995 and amendments thereof from time to time. An 

Independent Auditor shall audit the electricity duty and cess collection from the Consumers every 

year. The fees and associated expenditure for such audit shall be equally shared by the Distribution 

Franchisee and the Distribution Licensee. 

21.3 Notwithstanding the above, the Distribution Franchisee shall allow the government auditors and any 

other authority from GoMP to verify the records maintained by the Distribution Franchisee for 

collection and payment of electricity duty and cess. The amount of electricity duty and cess 

determined by the government auditor or any Government Instrumentality shall be final and binding 

on both the Parties. 

ARTICLE 22. INVENTORY OF O&M SPARES 

22.1 The Distribution Franchisee shall have the option to take-over, either in full or in part, the inventory of O&M 

spares available in the Franchisee Area as on the Effective Date as prepared in terms of the Article 4.3.1.2. 

Based on the option exercised, the Distribution Franchisee shall be liable to make the payment for the cost of the 

inventory of the O&M spares actually taken over. The cost of such inventory shall be determined based on the 

Store Issue Rate of the Distribution Licensee. In the event, the Distribution Franchisee takes-over only part of 

the inventory of O&M spares, the part not taken over by the Distribution Franchisee shall remain with the 

Distribution Licensee and it may deal with such inventory in the manner deemed fit. However, from the 

Effective Date, the Distribution Franchisee can, on a day to day basis, can exercise its option to buy 

any item of O&M spares from the Distribution Licensee at the Store Issue Rate, subject to the 

availability of the same with the Distribution Licensee. 

22.2 On the Expiry Date, the Distribution Licensee shall have the option to take-over either in full or in 

part, the inventory of O&M spares available in the Franchisee Area as on the Expiry Date. Based on 

the option exercised, the Distribution Licensee shall be liable to make payment for the cost of the 

inventory of the O&M spares actually taken over. The cost of such inventory shall be determined 

based on the cost appearing in the books of account of the Distribution Franchisee. In the event, the 

Distribution Licensee takes-over only part of the inventory of O&M spares, the part not taken over by 

the Distribution Licensee shall be removed by the Distribution Franchisee from the Franchisee Area at 

its own cost within a period of thirty (30) days after the Expiry Date. 

ARTICLE 23. PERFORMANCE SECURITY 

23.1 The Distribution Franchisee shall, in order to secure the performance of its obligations under the 

Distribution Franchisee Agreement, submit and maintain  validity of the Performance Security during  

the Term of Agreement, to the satisfaction of the Distribution Licensee in the form of revolving, 
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irrevocable and un-conditional Letter of Credit (IRLC) from any nationalized bank for an amount 

equal to the sum of the followings: 

23.1.1 Two and half (2.5) months’ estimated amount payable to the Distribution Licensee by the 

Distribution Franchisee based on the Minimum Input Energy committed by the Distribution 

Licensee calculated at Input Rate for the first year of Contract Period as per the provisions of 

the DFA, and 

23.1.2 Two and half (2.5) times the amount of average monthly electricity duty and cess billed by 

the Distribution Licensee in the Base Year for the Franchisee Area; 

All charges related to the Letter of Credit shall be borne by the Distribution Franchisee.  

23.2 The Letter of Credit shall be initially valid for twelve (12) months from the date of its issue. The 

Distribution Franchisee shall renew and submit the Letter of Credit for a further period of twelve (12) 

months at least sixty (60) days before its expiry, failing which the Distribution Licensee shall have the 

right to invoke the Letter of Credit. 

23.3 The amount of the Performance Security shall be revised to an amount equal to sum of the followings: 

23.3.1 Two and half (2.5) months’ billed amount based on the average of the immediately preceding 

eleven (11) months’ billing consisting of Monthly Invoice and Supplementary Invoice raised 

by the Distribution Licensee, and 

23.3.2 Two and half (2.5) times the amount of average monthly electricity duty and cess billed by 

the Distribution Franchisee in the immediately preceding eleven (11) months in the 

Franchisee Area; 

However, under no circumstances the amount of Letter of Credit shall be revised downwards from the 

earlier amount of the Letter of Credit.   

23.4 In case of any breach of the terms and conditions of the Distribution Franchisee Agreement, the 

Distribution Licensee shall be entitled, at any time to forfeit or draw from the amount of Performance 

Security in full or in part thereof, at its sole discretion. 

23.5 The Distribution Licensee shall have the right to recover the outstanding payment, if any, after 

payment Due Date, as per the provision of Article 10.3, by invoking the Performance Security. 

23.6 The Distribution Franchisee shall within ten (10) days of drawl from the Letter of Credit by the 

Distribution Licensee restore the value of Letter of Credit to the amount existing as on the date prior 

to such drawl failing which, the Distribution Licensee shall have the right to draw from the amount of 

Performance Security in full notwithstanding to any other right as per the Agreement.. 

23.7 The Performance Security shall be kept valid for a period of one hundred and eighty (180) days 

beyond the Expiry Date. 

ARTICLE 24.  DISTRIBUTION LICENSEE EMPLOYEES 

24.1 During the period of first three (3) months from the Effective Date, the Distribution Licensee shall 

have the option to permit all existing employees of the Distribution Licensee working in the 
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Franchisee Area to continue to work in the Franchisee Area. During this period the Distribution 

Licensee shall bear the liability for the payment of all salaries and other employee related expenses, 

for such employees. Thereafter, on the request of the Distribution Franchisee, the Distribution 

Licensee shall make available such number of its employees from the Franchisee Area, who are 

willing to work with the Distribution Franchisee, for such further period as considered appropriate, on 

deemed deputation basis not inferior to the terms and conditions of deputation applicable to the 

employees of the Distribution Licensee. However the Distribution Franchisee shall make available 

such terms and conditions of deputation, upfront to the willing employees. During deputation period 

the entire cost of employees shall be paid directly by the Distribution Franchisee to the Distribution 

Licensee’s employees on the last Business Day of every month, failing which, the Distribution 

Licensee shall have the right to recover such amount from the Performance Security.  

24.2 Employees on deemed deputation with the Distribution Franchisee will have an option to revert back 

to the Distribution Licensee at any time on giving three (3) month notice to the Distribution 

Franchisee with copy to Engineer-in-charge. In case the services of employees working with the 

Distribution Franchisee are required by the Distribution Licensee it shall also have the right to recall 

the employees prior to the completion of deputation period, by serving notice of three (3) month to the 

Distribution Franchisee. Also, the Distribution Franchisee shall have the right to send any Distribution 

Licensee employee on deputation with the Franchisee back to the Distribution Licensee at any time 

giving a three (3) month notice to the Distribution Licensee in exceptional cases and with due 

justification. 

24.3 The Distribution Franchisee shall have the right to directly employ any number of personnel on its 

terms and conditions (Franchisee’s Employees) to discharge day-to-day functions relating to 

Distribution of electricity in the Franchisee Area. The list of employees employed by the Distribution 

Franchisee shall be submitted to the Engineer-in-charge.  

24.4 Any person or agency directly or indirectly employed or engaged by the Distribution Franchisee shall 

not be an employee of the Distribution Licensee at any point of time during the Term of Agreement or 

after Expiry Date. 

24.5 The Distribution Franchisee shall contribute towards the terminal liabilities of the Distribution 

Licensee’s employees on deputation with the Distribution Franchisee, corresponding to the period of 

service rendered during deputation with the Distribution Franchisee for an amount equivalent to 

Twenty Seven point Four Five percent (27.45%) of the sum of Basic pay, Grade Pay and Dearness 

Allowance of such employees. At the end of the deputation period or the Term of the Agreement 

whichever is earlier, the Distribution Licensee employees on deputation will return to the Distribution 

Licensee. Such employees will not lose their seniority in the Distribution Licensee due to such 

deputation with the Distribution Franchisee. 

24.6 The Distribution Franchisee shall be bound to comply with the provisions of the Minimum Wages Act 

1948, Employees Provident Fund and Misc. Provision Act 1952, Workmen’s Compensation Act 1923, 

Madhya Pradesh Industrial Relation (MPIR) Act, Industrial Disputes Act 1947, Payment of Wages 

Act 1935 or any other statutory provisions applicable to an employer from time to time. 

24.7 In case of any accident or legal proceedings between the Distribution Franchisee and any person or 

agency employed by the Distribution Franchisee, directly or indirectly, it shall not become the liability 

of the Distribution Licensee during the Term of Agreement or after Expiry Date. 
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ARTICLE 25. ACKNOWLEDGMENT OF DISTRIBUTION FRANCHISEE 

25.1 The Distribution Franchisee acknowledges and accepts that  

25.1.1 it has found the Franchisee Area suitable for carrying on the activities under the DFA and 

has carried out its due diligence. 

25.1.2 prior to execution of the DFA, it has made a careful and complete examination as well as 

independent evaluation of responsibilities and obligations under the DFA and has 

determined to its satisfaction the nature and extent of difficulties, risks and hazards as are 

likely to arise or may be faced by it, in the course of performance of its obligations 

hereunder. 

25.1.3  in relation to the risk of inadequacy, mistake or error in or relating to any of the matters set 

forth in Article 27 the Distribution Franchisee hereby confirms that the Distribution 

Licensee shall not be liable for the same in any manner whatsoever to the Distribution 

Franchisee. 

25.1.4 by its very nature of the Project it is not possible for the Distribution Licensee to know or 

otherwise make available to the Distribution Franchisee all the details and information and 

there may be facts, figures, circumstances which the Distribution Franchisee may come to 

know in future. The Distribution Franchisee has agreed to accept the same as a part of the 

ongoing business taken over by him under the DFA and shall not have any claim against the 

Distribution Licensee in regard to the same.  

25.1.5 the Distribution and supply of electricity in the Franchisee Area have to be undertaken as 

per the norms, regulations, codes, standards, orders, directives and other performance 

parameters laid down by the MPERC from time to time or otherwise applicable including 

those forming part of licensing conditions as per Section 16 of the Electricity Act, 2003 and 

that the MPERC is the statutory authority to decide on the above aspects and the decision of 

the MPERC shall be final and binding. Accordingly the Distribution Franchisee 

acknowledges that it  shall duly fulfill and comply with all such norms, regulations, codes, 

standards, orders, directives and other performance parameters in discharging its obligations 

as the Distribution Franchisee is required to. 

ARTICLE 26. AUDIT AND INSPECTION 

26.1 The Independent Auditor shall audit and inspect all records and statements relating to Distribution 

Assets and Distribution Franchisee Assets as per terms of reference. The Independent Auditor shall 

prepare its report (“Inspection Report”) and send a copy of its Inspection Report to the Distribution 

Licensee’s Head quarter, Engineer-in-charge and the Distribution Franchisee.  

26.2 The Distribution Franchisee shall, within twenty one (21) days of the receipt of the Inspection Report, 

remedy the defects and deficiencies, if any, set forth in such Inspection Report and submit its 

compliance in respect thereof to the relevant Independent Auditor, the Engineer-in-Charge and Head 

of Commercial Department of the Distribution Licensee. 

26.3 The terms of reference for the Independent Auditor shall be as decided by the Distribution Licensee 

from time to time under advice of the Distribution Franchisee.  
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26.4 The Distribution Franchisee shall furnish all records and extend full cooperation to the Independent 

Auditor to complete the assignment as per the terms of reference. The Distribution Franchisee shall 

comply with all reporting formats and data requirements prescribed by the Independent Auditor. 

26.5 The fees and associated expenditure of the Independent Auditor shall be equally shared by the 

Distribution Franchisee and the Distribution Licensee. 

26.6 Notwithstanding the audit and inspection by the Independent Auditor, the Distribution Licensee may 

at any time during the Term of the Agreement authorize an officer or a team of officers to inspect, 

verify and audit the required data and records for the purpose of verifying information received from 

the Franchisee under the provisions of this Agreement. The Distribution Franchisee shall be obliged to 

extend full cooperation, assistance and facilities as may be required by such officer or team of 

officers.  

26.7 The Distribution Licensee reserves the right to conduct physical verification of the Distribution Assets 

at any time during the Contract Period by persons duly authorized for this purpose.  

ARTICLE 27. REPRESENTATION AND WARRANTIES 

27.1 Representations and Warranties of the Distribution Franchisee  

The Distribution Franchisee acknowledges and accepts that it has the obligation to undertake activities 

of the Distribution and retail supply of electricity in the Franchisee Area in the same manner as the 

Distribution Licensee is required under the provisions of the Electricity Laws and the Distribution 

Franchisee agrees to indemnify and hold harmless the Distribution Licensee in respect of such 

obligation to be discharged by the Distribution Franchisee. 

The Franchisee represents and warrants to the Distribution Licensee that: 

(i) It is duly organized, validly existing under the Laws of the jurisdiction of its incorporation; 

(ii) It has full power and authority to execute, deliver and perform its obligations under the DFA 

and to carry out the transactions contemplated hereby;  

(iii) It has taken all necessary corporate and other actions under the Law and its constitutional 

documents to authorize the execution, delivery and performance of the DFA; 

(iv) The DFA constitutes its legal, valid and binding obligation enforceable against it in 

accordance with the terms hereof; 

(v) It is subject to civil and commercial Laws of India with respect to the DFA and it hereby 

expressly and irrevocably waives any immunity in any jurisdiction in respect thereof; 

(vi) All the information furnished in the Bid (annexed as Annexure - I to this Agreement), is true 

and correct as on the date of execution of DFA. 

(vii) The execution, delivery and performance of the DFA will not conflict with, result in the 

breach of, constitute a default under any of the terms of the Memorandum and Articles of 

Association of the Distribution Franchisee or any Law or any covenant, agreement, 

understanding, decree or order to which, it is a Party or by which it or any of its properties or 

assets are bound or affected; 

(viii) There are no actions, suits, proceedings, or investigations pending or, to the Distribution 

Franchisee’s knowledge, threatened against it at  Law or in equity before any court or before 

any other judicial, quasi-judicial or other authority, the outcome of which may result in the 

breach of or constitute a default of the Distribution Franchisee under the DFA or which 
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individually or in the aggregate may result in any Material Adverse Effect on its business, 

properties or assets or its condition, financial or otherwise, or in any impairment of its ability 

to perform its obligations and duties under the DFA; 

(ix) It has no knowledge of any violation or default with respect to any order, writ, injunction or 

any decree of any court or any legally binding order of any Governmental Instrumentality 

which may result in any Material Adverse Effect or impairment of the Franchisee’s ability to 

perform its obligations and duties under this Agreement; 

(x) It has complied with all Laws and has not been subject to any fines, penalties, injunctive relief 

or any other civil or criminal liabilities which in the aggregate have or may have Material 

Adverse Effect on its financial condition or its ability to perform its obligations and duties 

under the DFA; 

(xi) The Distribution Franchisee is duly authorised under the Laws of the jurisdiction of its 

incorporation and has full power and authority to consent and has validly consented to and 

requested the Distribution Licensee to enter into this Agreement  pursuant to its Memorandum 

and Articles of Association and has agreed to and unconditionally accepted the terms and 

conditions set forth in the DFA; 

(xii) No representation or warranty contained herein or in any other document furnished by it to 

the Distribution Licensee, contains or will contain any untrue statement of material fact or 

omits or will omit to state a material fact necessary to make such representation or warranty 

not misleading; and 

(xiii) The Distribution Franchisee warrants that no sums, in cash or kind, have been paid or will be 

paid by or on behalf of it, to any person by way of commission or otherwise for securing the 

DFA or entering into the DFA or for influencing or attempting to influence any officer or 

employee of the Distribution Licensee and GoMP in connection therewith. 

27.2 Representations and Warranties of the Distribution Licensee  

The Distribution Licensee represents and warrants to the Distribution Franchisee that: 

(i) It is duly organized, validly existing under the Laws of the jurisdiction of its incorporation; 

(ii) It has full power and authority to execute, deliver and perform its obligations under the DFA 

and to carry out the transactions contemplated hereby;  

(iii) It has taken all necessary corporate and other actions under the Law and its constitutional 

documents to authorize the execution, delivery and performance of the DFA; 

(iv) The DFA constitutes its legal, valid and binding obligation enforceable against it in 

accordance with the terms hereof; 

(v) It is subject to civil and commercial Laws of India with respect to the DFA and it hereby 

expressly and irrevocably waives any immunity in any jurisdiction in respect thereof; 

(vi) The execution, delivery and performance of the DFA will not conflict with, result in the 

breach of, constitute a default under any of the terms of the Memorandum and Articles of 

Association of the Distribution Licensee or any Law or any covenant, agreement, 

understanding, decree or order to which, it is a Party or by which it or any of its properties or 

assets are bound or affected; 

(vii) There are no actions, suits, proceedings, or investigations pending or, to the Distribution 

Licensee’s knowledge, threatened against it at Law or in equity before any court or before any 

other judicial, quasi-judicial or other authority, the outcome of which may result in the breach 

of or constitute a default of the Distribution Licensee under the DFA or which individually or 

in the aggregate may result in any Material Adverse Effect on its business, properties or assets 
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or its condition, financial or otherwise, or in any impairment of its ability to perform its 

obligations and duties under the DFA; 

(viii) It has no knowledge of any violation or default with respect to any order, writ, injunction or 

any decree of any court or any legally binding order of any Governmental Instrumentality 

which may result in any Material Adverse Effect or impairment of the Distribution Licensee’s 

ability to perform its obligations and duties under this Agreement; 

(ix) It has complied with all Laws and has not been subject to any fines, penalties, injunctive relief 

or any other civil or criminal liabilities which in the aggregate have or may have Material 

Adverse Effect on its financial condition or its ability to perform its obligations and duties 

under the DFA; 

(x) The Distribution Licensee is duly authorised under the Laws of the jurisdiction of its 

incorporation and has full power and authority to consent and has validly consented to and 

requested the Distribution Franchisee to enter into this Agreement pursuant to its 

Memorandum and Articles of Association and has agreed to and unconditionally accepted the 

terms and conditions set forth in the DFA; 

(xi) No representation or warranty contained herein, contains or will contain any untrue statement 

of material fact or omits or will omit to state a material fact necessary to make such 

representation or warranty not misleading; and 

27.3 The failure of either Party to comply with the Representations and Warranties herein contained shall 

constitute breach of the DFA. 

ARTICLE 28. FORCE MAJEURE 

28.1 No Party shall be liable to the other Party if, and to the extent, that the performance or delay in 

performance of any of its obligations under this Agreement is prevented, restricted, delayed or 

interfered with due to occurrence of any event of Force Majeure.  

28.2 Without limiting to the generality of the definition of Force Majeure, the following shall be treated as 

Force Majeure: acts of God, war, riots, embargoes, industry-wide strikes, the reduction in supply due 

to outage of generation facilities / transmission lines or any other causes, circumstances, or 

contingencies, whether of a similar or dissimilar nature to the foregoing, beyond the Parties’ control, 

which cannot be reasonably forecast or prevented, thereby, hindering the performance by the Parties 

of any of their obligations hereunder.  

28.3 The Party claiming an event of Force Majeure shall promptly notify the other Party in writing, and 

provide full particulars of the cause or event and the date of first occurrence thereof as soon as 

possible after the event and also keep the other Party informed of any further developments. The Party 

so affected shall use its best efforts to remove the cause of non-performance, and the Parties shall 

resume performance hereunder with the utmost dispatch when such cause is removed. For the purpose 

of clarity, the Parties agree that the failure of a Party to adhere to any statutory or regulatory 

requirement or to obtain necessary approvals shall not be deemed to be a Force Majeure event. A 

condition of Force Majeure shall not relieve any Party of any obligation due under this Agreement 

prior to the event of Force Majeure. 

In the event of a prolonged event of Force Majeure (continuing for a period of more than 180 days) a 

final notice of Termination may be issued by either Party leading to the Termination of the 

Agreement. 
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ARTICLE 29. INSURANCE 

29.1 The Distribution Franchisee at its own discretion shall keep the Distribution Assets and the 

Distribution Franchisee Assets fully insured against any loss or damage at its own cost. However, 

insurances required under the Laws of India shall be obtained by the Distribution Franchisee and kept 

in effect till Expiry Date. 

29.2 All insurances obtained or caused to be obtained by the Distribution Franchisee in accordance with 

Article 29.1 shall be maintained with insurers / re-insurers and on terms consistent with industry best 

practices and the Distribution Franchisee shall furnish to the Distribution Licensee, within one(1) of 

its availability, copies of certificates of insurance, copies of the insurance policies signed by an 

authorized representative of the insurer and copies of all premium payment receipts. Insurances will 

not be cancelled, changed until the expiration of at least forty five (45) days after written notice of 

such cancellation; change has been received by the Distribution Licensee. 

29.3 The Distribution Franchisee shall apply the proceeds from all insurance claims, for any necessary 

repair, reconstruction, reinstatement, replacement, improvement, or installation of the relevant 

Distribution Franchisee Assets. 

ARTICLE 30. ASSIGNMENTS, CHARGES AND SUB-CONTRACTING 

30.1 The Distribution Franchisee shall not assign or sub-let any of its rights or obligations under the 

Distribution Franchisee Agreement. 

30.2 The Distribution Franchisee shall neither create nor permit to subsist any encumbrance over or 

otherwise transfer or dispose of all or any of the Distribution Assets. 

30.3 The Distribution Franchisee shall not in any way transfer, sell, dispose off, mortgage or sub- let any 

Distribution Assets transferred to it after the Effective Date.  

30.4 Notwithstanding anything to the contrary contained in the DFA, the Distribution Licensee may assign 

any of its rights, benefits and obligations under the DFA pursuant to any direction of MPERC or by 

operation of Law or in the course of its business in the Project or otherwise as the Distribution 

Licensee may deem fit. 

30.5 The Distribution Franchisee may, however with prior intimation to the Distribution Licensee engage  

sub-contractor(s) to carry out any of its activities such as metering, billing and collection, provided the 

Distribution Franchisee shall continue to remain liable to the Distribution Licensee for the discharge 

of all its obligations under the DFA including the performance by such sub contractors for the services 

outsourced and any default / breach of any of the terms and conditions of the DFA by any such sub-

contractors shall be deemed to be a default / breach of the Distribution Franchisee. 

30.6 The Distribution Franchisee may create charge on Distribution Franchisee Assets and its gross margin 

i.e., the revenue realizations less the amount payable to the Distribution Licensee for the Input Energy 

and dues of electricity duty and cess. Notwithstanding the foregoing, the repayment obligations in all 

cases shall lie with the Distribution Franchisee.  

ARTICLE 31. EQUITY LOCK-IN 
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31.1 The aggregate equity share holding of M/s ………[Insert the name of Selected Bidder] in the 

Distribution Franchisee shall not be less than the following ………….[insert either (a) or (b) as 

applicable] 

a) Fifty one percent (51%) up to a period of five (5) years from the Effective Date in case of 

Lead Member of a consortium; or 

b) Seventy six percent (76%) up to the period of three (3) years from the Effective Date and 

Fifty One percent (51%) up to the period of two (2) years thereafter if the Selected Bidder is 

Bidding Company. 

The equity holding can further be diluted up to twenty six percent (26%) after the fifth anniversary of 

the Effective Date. 

Provided that the M/s ………[Insert the name of Lead Member, in case the Selected Bidder is a 

Bidding Consortium or Bidding Company], as the case may be, if  investing in the equity of the 

Distribution Franchisee through Affiliate(s), such restriction as specified above shall apply to such 

Affiliates. 

31.2 Any Member of the Consortium other than the Lead Member shall hold equity in the Distribution 

Franchisee not less than twenty percent (20%) of the equity capital of the Distribution Franchisee up 

to a period of five (5) years from the Effective Date and not less than ten percent (10%) of the equity 

capital of the Distribution Franchisee thereafter till the Expiry Date. The Distribution Franchisee after 

a period of five (5) years from the Effective Date may however induct any new equity holder or 

replace an existing Member (except Lead Member) with a new equity holder with the condition that 

the newly inducted equity holder holds a minimum of ten percent (10%) of the total equity of the 

Distribution Franchisee during the remaining Contract Period and the total number of the equity 

holders in the Distribution Franchisee does not exceed three (3) at any time during the Contract 

Period. The induction or replacement of equity holder other than the Lead Member shall be permitted 

only twice during the Contract Period.  

31.3 The provisions contained in Article 31.2 regarding equity holding in the Distribution Franchisee shall 

also be applicable in case the Selected Bidder is a Bidding Company in so far as the provisions relate 

to number of equity holders, the minimum equity holding by each Member, the period of equity 

holding and induction or replacement of new equity investors. 

31.4 Equity contributions by all the Members of the Bidding Consortium including the Lead Member in 

the Distribution Franchisee should add up to one hundred percent (100%) of the equity capital of the 

Distribution Franchisee. 

31.5 Subject to Articles 31.1, 31.2 and 31.3, all transfer(s) of shareholding of the Distribution Franchisee 

by any of the entities referred to in this Article, shall be after prior written permission from the 

Distribution Licensee. 

31.6 The provisions as contained in this Article shall override the terms of the Consortium Agreement 

submitted as part of the Bid. 

ARTICLE 32. EVENTS OF DEFAULT AND TERMINATION 

32.1 Event of default 
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32.1.1 Distribution Franchisee’s events of default: 

The occurrence and continuation of any of the following events, unless any such event occurs 

as a result of a Force Majeure event or a breach by the Distribution Licensee of its obligations 

under this Agreement, shall constitute a the Distribution Franchisee event of default. Further, 

in the case of the Distribution Franchisee event of default as mentioned in this Article, the 

Distribution Licensee shall have the option and not an obligation to terminate the Agreement 

as per the provisions of this Agreement. Any of the following events shall constitute the 

Distribution Franchisee’s event of default, if the Distribution Franchisee,  

(i) fails to pay any amount(s) exceeding Rs. Fifty lakh (50,00,000) as and when the same 

become due to the Distribution Licensee in accordance with the DFA; 

(ii) abandons the Project any time during the Term of Agreement; 

(iii) fails to provide, renew or replenish the Performance Security as provided in Article 

23 of the DFA;  

(iv) doesn’t comply with the provisions of Article 14.2; 

(v) fails to fulfill any of the directions or orders of the MPERC or comply with the 

requirements of the Electricity  Laws or other Laws in relation to the Franchisee 

Area; 

(vi) commits any other breach of the terms and conditions of the DFA; 

(vii) has made any false and misleading representations or warranty; 

(viii) unlawfully repudiates the DFA or has otherwise expressed an intention not to be 

bound by the DFA;  

(ix) transfers,  otherwise than pursuant to Law of either: 

(a) the rights and/or obligations of the Distribution Franchisee under the DFA, or 

(b)  all or material part of the assets or undertaking of the Distribution Franchisee 

except where such transfer, in the opinion of the Distribution Licensee does not 

affect the financial and technical capability of the Distribution Franchisee to 

perform its obligations under the DFA; 

(x) is adjudged bankrupt or insolvent; or if a trustee or receiver is appointed for the 

Distribution Franchisee or for any of its property that in the opinion of the 

Distribution Licensee has a Material Adverse Effect on the financial and technical 

capability of the Distribution Franchisee to perform its obligations under the DFA;  

(xi) is affected by any petition for winding up of the Distribution Franchisee is admitted 

by a court of competent jurisdiction or the Distribution Franchisee is ordered to be 

wound up by court,  
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(xii) suffers an execution being levied on any of its assets causing a Material Adverse 

Effect on the performance of the Distribution Franchisee’s obligations under the DFA 

and allows it to be continued for a period of (15) fifteen days; 

(xiii) sells Input Energy to any party outside the Franchisee Area; 

(xiv) indulges in any malpractice or corrupt practice; 

(xv) fails to maintain the supply hours on feeder(s) as per  provisions in Article 5.9 

(xvi) issues bills to metered Consumers on assessment basis as per provisions of Article 

12.4.(v) 

32.1.2 Distribution Licensee’s event of default 

The occurrence and continuation of the following event, unless such event occurs as a result 

of a Force Majeure Event or a breach by the Distribution Franchisee of its obligations under 

this Agreement, shall constitute a the Distribution Licensee’s event of default. 

(i) The Distribution Licensee does not supply power to the Distribution Franchisee as per 

Article 5.1 to the extent of Minimum Input Energy otherwise than on the directions of 

SLDC or MPERC. 

32.2 Termination procedure for event of default by the Distribution Franchisee 

32.2.1 On the occurrence of a “Distribution Franchisee’s event of default”, under any of the 

provisions of Article 32.1.1 herein, the Distribution Licensee shall issue an event of default 

notice to the Distribution Franchisee. 

32.2.2 The Distribution Franchisee shall mitigate consequences of such event of default within a 

period of forty-five (45) days from the date of such notice.  

32.2.3 In case the Distribution Franchisee is unable to mitigate the consequences of event of default 

within the period stipulated at Article 32.2.2, the Distribution Licensee shall issue a 

Termination Notice to the Distribution Franchisee, indicating the event of default, and the 

Agreement shall stand terminated from the fifteenth (15
th
) day from the date of the  issue of 

Termination Notice. 

32.2.4 It is expressly agreed that both the Parties shall continue to perform their respective 

obligations until the serving of Termination Notice, whereupon this Agreement shall 

terminate on date as stipulated in Article 32.2.3. 

32.2.5 The Distribution Licensee shall exercise its step-in-rights after serving the Termination 

Notice. The Distribution Franchisee shall be obliged to extend assistance for a period of 

ninety (90) days from the serving of such Termination Notice, failing which an amount 

equivalent to ten percent (10%) of the Performance Security, as applicable on the date of 

serving of Termination Notice, may be recovered from the Performance Guarantee by the 

Distribution Licensee on account of non-provision of such assistance by the Distribution 

Franchisee. 

32.3 Termination procedure for the Distribution Licensee event of default 
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32.3.1 On the occurrence of an event of default by the Distribution Licensee under the provisions of 

Article 32.1.2, the Distribution Franchisee shall issue an event of default notice to the 

Distribution Licensee. 

32.3.2 The Distribution Licensee shall eliminate / mitigate consequences of such Event of Default 

within a period of forty-five (45) days from the date of such notice. 

32.3.3 In case the Distribution Licensee is unable to eliminate / mitigate the consequences of event 

of default within the period stipulated at Article 32.3.2, the Distribution Franchisee shall issue 

a Termination Notice to the Distribution Licensee indicating the event of default by the 

Distribution Licensee, and the Agreement shall stand terminated from the fifteenth (15
th
) day 

from the date of the Termination Notice. 

32.3.4 It is expressly agreed that both the Parties shall continue to perform their respective 

obligations until the serving of Termination Notice, whereupon this Agreement shall 

terminate on date as stipulated in Article 32.2.3. 

32.3.5 The Distribution Licensee shall exercise its step-in-rights after receiving the Termination 

Notice. The Distribution Franchisee shall be obliged to extend transition assistance for a 

period of ninety (90) days from the serving of such Termination Notice, failing which an 

amount equivalent to ten percent (10%) of the Performance Security, as applicable on the date 

of serving of Termination Notice, may be recovered from the Performance Guarantee by the 

Distribution Licensee on account of non-provision of such assistance by the Distribution 

Franchisee. 

32.4 Consequences due to the Distribution Franchisee event of default 

32.4.1 The Distribution Licensee shall have right to invoke the Performance Security furnished by 

the Distribution Franchisee and to recover all dues and outstanding amount in case of event of 

default as per Article 32.1.1, if any. In addition, in case of abandonment of the Project, the 

Distribution Licensee shall take possession of all the Distribution Assets and Distribution 

Franchisee Assets even without serving any Termination Notice to the Distribution 

Franchisee and the Agreement shall stand Terminated on the date of such abandonment of the 

Project.  

32.4.2 The liability of meeting the repayment obligations, in respect of financing arrangements for 

Distribution Franchisee Assets shall be assumed by the Distribution Licensee to a limited 

extent and the Distribution Licensee shall pay the lender’s claim only up to the depreciated 

value of Distribution Franchisee Assets calculated as per the provision of Article 14.11. 

Balance liability if any shall be settled by the Distribution Franchisee. 

32.4.3 Upon Termination of the DFA, the Distribution Franchisee shall forthwith cease to exercise 

any of its rights under the DFA and shall not have any right to collect any payment from the 

Consumers in the Franchisee Area. The Distribution Licensee shall be immediately entitled to 

enter into and take control and possession of the entire Distribution System, including the 

Distribution Franchisee Assets.  

32.4.4 The Distribution Franchisee shall be liable to account for and make all payments due to the 

Distribution Licensee under the DFA; 

32.4.5 The above shall be without prejudice to the right of the Distribution Licensee for any other 

reliefs including but not limited to compensation for damages, injunction and specific 

performance. 
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32.4.6 The Distribution Licensee unconditionally reserves the right to claim from the Distribution 

Franchisee any cost, expenses or loss that may be incurred by reasons of breach of terms and 

conditions of the DFA.  

32.4.7 The Distribution Franchisee shall account for and hand over to the Distribution Licensee all 

Distribution Assets, including Distribution Franchisee Assets as updated from time to time. 

The ownership of all such assets shall vest in the Distribution Licensee. The Distribution 

Franchisee shall, without any excuse, execute such documents as may be necessary to perfect 

the title of the Distribution Licensee over such Distribution Franchisee Assets.   

32.4.8 Subject to the provisions of Articles 32.4.1 and 32.4.2, in case of termination of Agreement 

on occurrence of an event of default by the Distribution Franchisee, the Distribution Licensee 

shall have the right to take over the Distribution Franchisee Assets and the compensation 

payable by the Distribution Licensee to the Distribution Franchisee towards such assets shall 

be calculated as below: 

(a) In case the Agreement terminates within the first five (5) years from the Effective Date, 

the Distribution Licensee shall not pay any compensation to the Distribution Franchisee 

at all.  

(b) In case the Agreement terminates within the sixth (6th) and the tenth (10th) year of the 

Contract Period, the net amount payable to the Distribution Franchisee shall be fifty 

percent (50%) of the amount calculated as below: 

o the depreciated value of Distribution Franchisee Assets as on at the end of financial 

year immediately preceding the date of Termination  calculated as per the provision 

of Article 14.11; 

o LESS the amount of debt obligation assumed by the Distribution Licensee as per the 

provisions of Article 32.4.2; 

(c) In case the Agreement terminates during eleventh (11th) to fourteenth (14th) year of 

Contract Period, the net amount payable to the Distribution Franchisee shall be seventy-

five percent (75%) of the amount calculated as below: 

o the depreciated value of Distribution Franchisee Assets as on at the end of financial 

year immediately preceding the date of Termination  calculated as per the provision 

of Article 14.11; 

o LESS the amount of debt obligation assumed by the Distribution Licensee as per the 

provisions of Article 32.4.2. 

32.4.9 Within Thirty (30) days of the Termination Notice, the Parties shall carry out a Joint Asset 

Survey of the Distribution Assets and Distribution Franchisee Assets. 

32.4.10 Any defects and deficiencies in the Distribution Assets and Distribution Franchisee Assets 

pointed out by the Distribution Licensee during the course of Joint Asset Survey shall be 

removed and rectified by the Distribution Franchisee at its own cost within fifteen (15) days, 

failing which the Distribution Licensee shall have the right to recover all costs and expenses 

towards removal or  rectification of such defects and deficiencies from the Distribution 

Franchisee, including recourse to the Performance Security; 

32.5 The Distribution Franchisee shall forthwith deliver to the Distribution Licensee all documents 

including the forms used, partially used and unused receipt books, all promotional materials, and other 
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materials if any which may have come into its possession or custody of the Franchisee  under the 

terms of the DFA or otherwise; 

32.6 The Distribution Franchisee shall submit a statement to the Engineer-in-Charge, indicating the amount 

receivable from the Distribution Licensee under the DFA, including reimbursement on account of 

Distribution Franchisee Asset under Article 14.11 and Article 32.4.8, (hereinafter called “Distribution 

Franchisee’s Final Bill”), within sixty (60) days from serving of the Termination Notice. Similarly, 

the Engineer-in charge shall work out the dues payable by the Distribution Franchisee, if any 

(“Discom Final Bill”) within sixty (60) days from serving of the Termination Notice. 

32.7 Upon receipt of the Distribution Franchisee’s Final Bill, the Engineer-in charge shall arrange the 

verification of the same and intimate the Distribution Franchisee the additional information required 

by him, if any, within fifteen (15) days or such other time as may be agreed mutually. Similarly, upon 

receipt of the Distribution Licensee’s Final Bill, the Distribution Franchisee shall arrange the 

verification of the Distribution Licensee’s Final Bill and intimate the Engineer-in-Charge additional 

information required by him, if any, within fifteen (15) days or such other time as may be agreed 

mutually. 

32.8 Subject to submission of additional information or reply to queries by the Distribution Franchisee 

within the time stipulated, the Engineer-in-Charge shall prepare the statement of net amount payable 

to the Distribution Franchisee, within thirty (30) days from receipt of the Distribution Franchisee’s 

Final Bill, and intimate to the Distribution Franchisee the net amount, if any, payable to/receivable 

from the Distribution Franchisee, which shall be called “Certificate of Engineer-in-Charge on closure 

of contract”. 

32.9 The Engineer-in-Charge / the Distribution Franchisee, as the case may be, shall release the net 

amount, if any, as per Article 32.8 after receipt of “Certificate of Engineer-in-charge on closure of 

contract” within a period of thirty (30) days from the date of receipt of such certificate. 

32.10 Consequences due to the Distribution Licensee event of default 

Upon Termination due to Distribution Licensee’s event of default the provisions of Articles 32.11 

shall apply. 

32.11 Expiry Payment- Payment at the Expiry Date including Termination on account of the Distribution 

Licensee’s event of default but excluding event of default by the Distribution Franchisee 

32.11.1 The Expiry payment to the Distribution Franchisee shall consist of and limited to the 

following:  

I. Depreciated value of Distribution Franchisee Assets worked out as per Article 14.11 as 

at the end of the financial year immediately preceding the Expiry Date; 

II. Amount payable by the Distribution Licensee against the cost of inventory of O&M 

spares taken over in terms of the provision of Article 22.2, 

III. LESS any outstanding amount towards the Distribution Licensee and advance payment 

collected by the Distribution Franchisee from the Consumers during the Contract Period, 

if any. 

32.11.2 Amounts due from the Consumer from the billing cycle ending on any date prior to the Expiry 

shall be permitted to be collected by the Distribution Franchisee up to a maximum period of 

three (3) months after the Expiry Date. Thereafter, any such amount collected from the 

Consumer by the Distribution Licensee shall be retained by the Distribution Licensee and the 

Distribution Franchisee shall not be entitled for any claim on such amount. 
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32.11.3 An amount equal to seventy percent (70%) of the amount as determined under Article 32.11.1 

shall be released to the Distribution Franchisee not later than forty-five (45) days from the 

Expiry Date subject to  furnishing of a certificate of non-Encumbrance in respect of 

Distribution Franchisee Assets issued both by the Distribution Franchisee and its lenders 

wherever applicable. The balance payment shall be released within ninety (90) days from 

Expiry Date, subject to fulfillment of the following conditions 

(i) Distribution Franchisee Assets and Inventory of O&M spares have been physically 

verified by the Joint Inspection Team of the Distribution Licensee and the Distribution 

Franchisee and have been found to be in working order. In case of any shortfalls, the 

amount due shall be reduced by the depreciated value of such Assets. Depreciated value 

of Distribution Franchisee Assets and Inventory of O&M spares shall be worked out as 

per Article 14.11 and 22.2 respectively. 

(ii) The title and possession of such assets has been transferred to the Distribution Licensee. 

32.11.4 The Distribution Licensee shall furnish to the Distribution Franchisee a bank guarantee for an 

amount equivalent to the depreciated value of Distribution Franchisee Assets as at the end of 

the financial year immediately preceding the Expiry Date as per Article 14.11. The Bank 

Guarantee shall be furnished within thirty (30) days from the Expiry Date, valid for a period 

upto six (6) months after the Expiry Date. Failure to make the payment as per the provisions of 

Article 32.11.3 shall make the Distribution Franchisee eligible to claim such payment by 

invoking the Bank Guarantee to the extent payment is not released by the Distribution 

Licensee. 

32.11.5 In case the payments due to the Distribution Franchisee under Article 32.11.1 are released 

within the time limit specified under Article 32.11.3, the Distribution Franchisee shall return 

the bank guarantee immediately on receipt of the payment. 

32.12 The Distribution Franchisee shall be obliged to extend transition assistance for a period of ninety (90) 

days from the Expiry Date the date of serving of Termination Notice as the case may be.. The 

transition assistance by the Distribution Franchisee shall also include the hand-holding and training of 

the Distribution Licensee employees on the new IT initiatives taken by the Distribution Franchisee in 

the Franchisee Area. The Distribution Franchisee shall also hand over all the source code of the IT 

software along with the hardware in working condition and master database in platform independent/ 

open file format used in the Franchisee Area to the Distribution Licensee. In case the Distribution 

Franchisee fails to extend such transition assistance, the Distribution Licensee shall have a right to 

recover an amount equivalent to ten percent (10%) of the Performance Security available as on Expiry 

Date or the date of serving of Termination Notice as the case may be, from the Performance 

Guarantee. 

ARTICLE 33. LIABILITY AND INDEMNITY 

33.1 General Indemnity 

The Distribution Franchisee will indemnify, defend and hold the Distribution Licensee harmless 

against any and all proceedings, actions, suits and third party claims for loss, damage and expense of 

whatever kind and nature arising out of any breach by the Distribution Franchisee of any of its 

obligations under the Distribution Franchisee Agreement. 

33.2 Without limiting the generality of Article 33.1, the Distribution Franchisee shall fully indemnify and 

defend the Distribution Licensee including its officers, servants and agents (the “Distribution 
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Licensee’s Indemnified Persons”) from and against any and all loss and damages, fines, penalties, 

including payment of interest thereon, arising out of or with respect to  

33.2.1 failure of the Distribution Franchisee to comply with the Electricity Laws or any other Law, 

33.2.2 failure in payments of income or other taxes, required to be paid by the Distribution 

Franchisee without reimbursement hereunder, or  

33.2.3 non-payment of amounts due as a result of materials or services supplied to the Distribution 

Franchisee or which are payable by the Distribution Franchisee.  

33.3 Without limitation to the provisions of the Article 33.1 and 33.2 the Distribution Franchisee shall fully 

indemnify, and defend the Distribution Licensee’s Indemnified Persons from and against any and all 

damages which the Distribution Licensee, Indemnified Persons may hereafter suffer, or pay by reason 

of any demands, claims, suits or proceedings arising out of any loss or damage to any Consumer in the 

Franchisee Area or outside the Franchisee Area accrued on account of any operations of Distribution 

Franchisee during the Term of Agreement.  

33.4 In respect of the contracts terminated under Article 13.4, all the liabilities and third party claims 

accrued up to the Effective Date in respect of such contracts shall be borne by the Distribution 

Licensee. 

33.5 Procedure for claiming indemnity 

33.5.1 Third party claims 

(a) Where the Distribution Licensee is entitled to indemnification (Indemnified Party) from 

the other Party (Indemnifying Party) pursuant to Article 33.1 or Article 33.2 or Article 

33.3, it shall promptly notify the other Party of such claim, proceeding, action or suit 

referred to in such Articles in respect of which it is entitled to be indemnified. Such notice 

shall be given as soon as reasonably practicable after the Indemnified Party becomes 

aware of such claim, proceeding, action or suit. The Indemnifying Party shall be liable to 

settle the indemnification claim within thirty (30) days of receipt of the above notice. 

Provided however that, if: 

i. the Parties choose to contest, defend or litigate such claim, action, suit or proceedings 

in accordance with Article 33.5.1 (b) below, the action as indicated therein shall be 

taken; and 

ii. the claim amount is not required to be paid or deposited to such third party pending the 

resolution of the Dispute, the Indemnifying Party shall become liable to pay the claim 

amount to Indemnified Party or to the third party, as the case may be, promptly 

following the resolution of the Dispute, if such Dispute is not settled in favour of the 

Indemnifying Party. 

(b) The Indemnified Party may in consultation with the Indemnifying Party, contest, defend 

and litigate a claim, action, suit or proceeding for which it is entitled to be indemnified  

under Article 33.1 or Article 33.2 or Article 33.3 as the case maybe and the Indemnifying 

Party shall reimburse to the Indemnified Party all reasonable costs and expenses incurred 

in this respect.  However, the Indemnified Party shall not settle or compromise such 

claim, action, suit or proceedings without first getting the consent of the Indemnifying 

Party, which consent shall not be unreasonably withheld or delayed. The Indemnifying 

Party may, at its own expense, assume control of the defence of any proceedings brought 

against the Indemnified Party, if it acknowledges its obligation to indemnify, gives 
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prompt notice of its intention to assume control of the defence, and employs an 

independent legal counsel at its own cost. 

33.6 Indemnifiable Losses: 

Where the Distribution Licensee is entitled to indemnifiable losses from the Indemnifying Party 

pursuant to Article 33.1 or Article 33.2 or Article 33.3, it shall promptly notify the Indemnifying Party 

of the indemnifiable losses. The Indemnifying Party shall pay the indemnifiable losses within [30] 

thirty days of receipt of the notice from Indemnified Party seeking indemnifiable losses. It is expressly 

agreed herein that the indemnifiable losses of either Party shall be restricted to costs and expenses for 

all claims except for the indemnifiable losses for third party claims, wherein consequential damages 

shall also be included, if applicable. 

ARTICLE 34. DISPUTE RESOLUTION 

34.1 Amicable Resolution 

34.1.1 Save where expressly excluded in this Agreement, any Dispute, difference or controversy of 

whatever nature howsoever arising under, out of or in relation to the DFA and so notified in 

writing by either Party to the other (the “Dispute”) in the first instance shall be resolved 

amicably in accordance with the conciliation procedure set forth in Article 34.1.2. Provided 

further that the Party requiring conciliation of a Dispute shall issue a notice in writing of at 

least thirty (30) days to the other Party informing the nature of Dispute, cause of Dispute and 

documentary evidence and its intention of initiating conciliation procedure. 

34.1.2 In the event of any Dispute between the Parties, such Dispute shall be first referred to the 

Engineer-in-Charge of the Franchisee Area and the Franchisee Representative, for amicable 

settlement. Upon such reference, the said two individuals shall meet not later than fifteen (15) 

days of the date of such request to discuss and attempt to amicably resolve the Dispute. 

34.1.3 If the Dispute is not resolved amicably as evidenced by the signing of the written terms of 

settlement within thirty (30) days of the aforesaid request in writing or such longer period as 

may be mutually agreed by the Parties, then the provisions of Article 34.1.4 shall apply. 

34.1.4 In the event of the Dispute still existing unresolved between the Parties, such Dispute shall be 

referred by either Party to the committee consisting of following members for amicable 

settlement: 

(a) Any two Franchisee Representatives or any other officers duly authorized by the 

Distribution Franchisee; 

(b) Director (Finance), Distribution Licensee; 

(c) Head of the Commercial Department, Distribution Licensee; 

Upon such reference, the said committee shall meet not later than fifteen (15) days from the 

date of such request to discuss and attempt to amicably resolve the Dispute.   

34.1.5 If the Dispute is still not resolved as evidenced by the signing of the written terms of 

settlement within thirty (30) days of the aforesaid notice in writing under Article 34.1.4 or 

such longer period as may be mutually agreed by the Parties, then the provisions of Article 

34.1.6 shall apply. 
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34.1.6 In the event of any Dispute arising between the Parties as regards the interpretation of the 

DFA or any matter arising out of or in connection with the DFA or non performance of any 

obligation hereunder, which cannot be resolved under Article 34.1.4, the proceedings shall be 

conducted subject to the provisions of the “Madhya Pradesh Madhyastham Adhikaran 

Adhiniyam, 1983”.  

ARTICLE 35. DISPUTED PAYMENTS 

35.1 An Invoice raised by the Distribution Licensee in terms of Article 9 can be disputed by the 

Distribution Franchisee; however, the Distribution Franchisee shall remit the payment against the 

same to the Distribution Licensee within Due Date. 

35.2 In case the Dispute is resolved in the favour of the Distribution Franchisee, the Distribution Licensee 

shall within seven (7) days of settlement of such Dispute refund the excess amount along with an 

interest @ twelve percent (12%) per annum on the refund amount, for a period from the date of 

remission of payment by the Distribution Franchisee and the date of refund of the excess amount by 

the Distribution Licensee. 

35.3 The information submitted by the Distribution Franchisee forming the basis for the Invoice raised by 

the Distribution Licensee can also be disputed by the Distribution Licensee. 

ARTICLE 36. MISCELLANEOUS PROVISIONS 

36.1 Additional provisions  

(i) The approvals and consents required by any of the Parties under the DFA shall not be 

withheld or delayed unnecessarily by respective Parties. However, any approval and/or 

consent shall be conveyed by either Party within a period not exceeding fifteen (15) days from 

receipt of letter of request. Any approval or consent shall be valid only if it is given in writing. 

(ii) Engineer-in-Charge shall make reasonable efforts to ensure that the staff of the Distribution 

Licensee which is not assigned to the Franchisee Area does not obstruct the Distribution 

Franchisee in exercising its rights in performing its obligations under the DFA. 

(iii) The Distribution Licensee at the request of the Distribution Franchisee shall endeavor to 

depute vigilance team of the Distribution Licensee to the Franchisee Area for vigilance 

checking and all the associated cost of such vigilance checking shall be borne by the 

Distribution Franchisee on per day basis. 

(iv) The Distribution Licensee shall refrain from unreasonably interfering with the Distribution 

Franchisee in exercising of its rights or the performance of or compliance with its obligations 

under the DFA.  

(v) The Distribution Franchisee shall deploy at least five (5) senior executives on full time basis, 

each having minimum educational qualification of B.E. or B.Tech. or equivalent degree in 

engineering and each of them having experience of not less than ten (10) years in power 

sector. 

36.2 Both the Parties shall duly appoint their respective representatives for the purposes of implementation 

of the DFA and to settle amicably Disputes or differences among them arising out of the 
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implementation of the DFA. The respective representatives shall be Engineer-In-charge and 

Franchisee Representative. 

36.3 The Distribution Franchisee may consider the use of innovative operating systems and technical 

solutions for AT&C Loss reduction, theft prevention, credit control, etc. If such a system is proposed 

to be implemented then the Distribution Franchisee will submit information about plans, processes 

and procedures of any such system to the Distribution Licensee for its approval. All these systems 

must be in compliance with statutory provisions.  The Distribution Licensee in consultation with the 

Distribution Franchisee may depute a reasonable number of its employees to be trained on such new 

systems and processes. 

36.4 In the event the Distribution Franchisee undergoes merger/ acquisition/ amalgamation/consolidation, 

such arrangement will be subject to prior approval of the Distribution Licensee at their discretion. The 

decision of the Distribution Licensee shall be final and binding upon the Distribution Franchisee. 

36.5 The Distribution Licensee at the request of the Distribution Franchisee shall pursue with the relevant 

agencies for the augmentation of EHV line and transformer capacity for the Franchisee Area. 

36.6 Severability 

If for any reason whatsoever any provision of the DFA is or becomes invalid, illegal or unenforceable 

or is declared by any court of competent jurisdiction or any other instrumentality to be invalid, illegal 

or unenforceable, the validity, legality or enforceability of the remaining provisions of the DFA shall 

not be affected in any manner. The Parties will negotiate in good faith with a view to agreeing to one 

or more provisions which may be substituted for such invalid, unenforceable or illegal provisions, as 

nearly as is practicable to such invalid, illegal or unenforceable provision. 

ARTICLE 37. GOVERNING LAW AND JURISDICTION 

37.1 The DFA shall be construed and interpreted in accordance with and governed by the Laws of India 

and the courts at Indore, M.P shall have exclusive jurisdiction over all matters arising out of or 

relating to the DFA. 

37.2 The Distribution Franchisee shall be bound by all the directions issued by the MPERC from time to 

time and acknowledges and accepts that MPERC can exercise its powers and functions qua the 

Distribution Franchisee notwithstanding that the Distribution Franchisee is not a licensee of MPERC.  

Further, any direction issued by MPERC to the Distribution Licensee shall mutatis mutandis apply to 

the Distribution Franchisee upon being intimated by the Distribution Licensee to the Distribution 

Franchisee. 

ARTICLE 38. WAIVER 

38.1 Waiver by either Party of any default of other Party in the observance and performance of any 

provision of or obligations of or under this Agreement: - 

(i) shall not operate or be construed as a waiver of any other or subsequent default hereof or of 

other provisions of or obligations under the DFA; 

(ii) shall not be effective unless it is in writing and issued by the Engineer-In-Charge and 

Franchisee Representative; and  

(iii) shall not affect the validity or enforceability of the DFA in any manner. 
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38.2 Neither the failure by either Party to insist on any occasion upon the performance of the terms, 

conditions and provisions of the DFA nor any obligation thereunder nor time or other indulgence 

granted by a Party to the other Party shall be treated or deemed as waiver of such breach or 

acceptance of any variation or the relinquishment of any such right hereunder. 

ARTICLE 39. SURVIVAL 

39.1 Termination of the Distribution Franchisee Agreement: 

i. shall not relieve the Distribution Franchisee or the Distribution Licensee of any obligations 

hereunder which expressly or by implication survives Termination hereof, and  

ii. except as otherwise provided in any provision of the Distribution Franchisee Agreement 

expressly limiting the liability of either Party, shall not relieve either Party of any obligations or 

liabilities for loss or damage to the other Party arising out of or caused by acts or omissions of 

such Party prior to the effectiveness of such Termination or arising out of such Termination. 

39.2 All obligations surviving the cancellation, expiration or Termination of the Distribution Franchisee 

Agreement shall only survive such Termination or Expiry of the Distribution Franchisee Agreement. 

39.3 Notwithstanding anything to the contrary contained in the Distribution Franchisee Agreement, any 

Termination pursuant to the provisions of the Distribution Franchisee Agreement shall be without 

prejudice to the accrued rights of either Party including its right to claim and recover money, 

damages, insurance proceeds, security deposits, and other rights and remedies, which it may have in 

Law or contract. All rights and obligations of either Party under the Distribution Franchisee 

Agreement, shall survive the Termination to the extent such survival is necessary for giving effect to 

such rights and obligations. 

39.4 The Expiry or Termination of the Distribution Franchisee Agreement shall not affect accrued rights 

and obligations of the Parties under the Distribution Franchisee Agreement, nor shall it affect any 

continuing obligations for which the DFA provides, either expressly or by necessary implication, the 

survival of, post its expiry or Termination. 

ARTICLE 40. NOTICES 

40.1 Any notice or other communication to be given by one Party to the other, under or in connection with 

the matters contemplated by the Distribution Franchisee Agreement shall be in writing and shall: 

i.  In the case of the Distribution Franchisee, be given by letter delivered by hand to the following 

address 

____________________ 

____________________ 

_____________________. 

 

ii.  In the case of the Distribution Licensee, be given by letter delivered by hand to the following 

address  

  ____________________ 

____________________ 

____________________. 

40.2 Copies of all notices shall also be sent by facsimile and by registered acknowledgement through pre-

paid post or courier. 
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ARTICLE 41. INDEPENDENT CONTRACTOR 

41.1 Each Party hereto is an independent contractor and nothing contained in the DFA shall be construed to 

be inconsistent with this relationship or status. Neither Party owes a fiduciary duty to the other. 

Nothing in the Distribution Franchisee Agreement shall be in any way construed to constitute either 

Party as the agent, employee or representative of the other Party. As an independent contractor, each 

Party has relied on its own expertise or the expertise of its legal, financial, technical or other advisors. 

ARTICLE 42. RELIANCE 

42.1 Each Party has consulted legal, financial, technical or other experts it deems necessary or desirable 

before entering into the Distribution Franchisee Agreement. Each Party represents and warrants that it 

has read, knows, understands and agrees with the terms and conditions of the Distribution Franchisee 

Agreement. Each Party agrees and acknowledges that in entering into the Distribution Franchisee 

Agreement it is not relying on any representation, warranty or statement made by or on behalf of the 

other Party, whether orally or in writing, unless the same is expressly set out herein.  

ARTICLE 43. LANGUAGE OF THE DFA AND COUNTERPARTS 

43.1 All notices required to be given by one Party to the other Party and all other communications, 

documentation and proceedings which are in any way relevant to the DFA shall be in writing and in 

English language. 

43.2 Binding effect and counterparts 

a) The DFA and the covenants, terms and conditions set forth herein shall be binding upon and shall 

inure to the benefit of the Parties hereto and their respective successors and permitted assigns. The 

DFA may be executed in two counterparts, each of which when executed and delivered shall 

constitute an original of the DFA. 

IN WITNESS WHEREOF the Parties have caused the Agreement to be executed through their duly 

authorized representatives as of the date and place set forth above. 

For and on behalf of 

[Distribution Franchisee] 

 

Name, Designation and Address  

 

Name, Designation and Address  

 

 

 

 

_________________________ 

Signature with seal 

_________________________ 

Signature with seal 

  

Witness: Signature , name and address  Witness: Signature , name and address  
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1. 

2. 

1. 

2. 
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Annexure I 

Bid submitted by Selected Bidder 
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Annexure II 

Schedule of annual Input Rates 

Year 

Input Rate (Rs/ kWh) 

(up to three decimal places) 

(Rs. in figures) (Rs.in words) 

1   

2   

3   

4   

5   

6   

7   

8   

9   

10   

11   

12   

13   

14   

15   
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Annexure-III 

Details and methodology for calculation of Average Tariff for Base Year for the Dewas District 

determined by the Distribution Licensee and certified by a firm of Chartered Accountant 

A. Total Billed Units        8,697.09 Lakh Units 

B. Total Billed Amount (including Subsidy, ED and Cess)   Rs. 38,905.75 Lakh 

C. Total Subsidy        Rs. 7,468.94 Lakh 

D. Electricity Duty(ED) and Cess      Rs. 2,686.21 Lakh 

E. Total Billed Amount (Excluding Subsidy, ED and Cess) (E=B-(C+D)) Rs. 28,750.60 Lakh 

F.  Average Tariff for the Base Year (F=E/A)     Rs. 3.31 per Unit 
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Annexure – V 

Format of indemnity bond 

    Proforma Indemnity Bond to be executed by the Distribution Franchisee before taking over 

Distribution Assets from the Distribution Licensee and shall be valid till the Expiry Date. 

 (On non-judicial stamp paper of appropriate value) 

 

INDEMNITY BOND 

 

THIS INDEMNITY BOND is made this on this ………………..day of …………. 20 …..................... 

by....................................…………………………………….. [Insert the name of the SPV signing the DFA], a 

Company registered under the ………………………….......................................…………….., having its 

Registered Office at ………………………………………………..(hereinafter called as “Distribution Franchisee”, 

which expression shall include its successors and permitted assigns) in favour of  Madhya Paschim Kshetra Vidyut 

Vitaran Co. Ltd., a company incorporated under the Companies Act, 1956 having its registered office at GPH, Polo 

ground, Indore (hereinafter called “Distribution Licensee” which expression shall include its successors and 

assigns): 
 

WHEREAS: 

A. The Distribution Licensee has awarded the Distribution Franchisee a contract for Distribution and supply 

of electricity on behalf of the Distribution Licensee in Dewas District vide its Letter of Award (LOA) / 

Contract No. …………………….dated…………………. along with Amendment 

No……………………………. (applicable in case of issue of any amendments) (hereinafter called the 

“Contract”) in terms of which Distribution Licensee has appointed the Distribution Franchisee for 

execution of the Contract; 

B. By virtue of Article 16.6 of the said Contract, the Distribution Franchisee is required to execute an 

Indemnity Bond in favour of the Distribution Licensee before taking over the Distribution Assets from the 

Distribution Licensee. 

 

NOW THEREFORE, this Indemnity Bond witnesseth as follows:  

 

1. That, in consideration of various Distribution Assets determined in the Joint Inspection as per Article 

4.3 of the Contract, the Distribution Franchisee hereby undertakes to indemnify and shall keep 

Distribution Licensee indemnified against all proceedings, actions, suits and third party claims for loss, 

damage and expense of any kind and nature arising out of any breach by the Distribution Franchisee of 

any of its obligations under the Contract; 

2. That, the Distribution Franchisee is obliged and shall remain absolutely responsible for the safe 

transit/protection and custody of the Distribution Assets at Franchisee Area against all risks 

whatsoever till the Distribution Assets are duly used/erected in accordance with the terms of the 

Contract.  The Distribution Franchisee undertakes to keep the Distribution Licensee harmless against 

any loss or damage that may be caused to such Distribution Assets. 
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3. That, the Distribution Franchisee undertakes that the Distribution Assets shall be used exclusively for 

the performance/execution of the Contract strictly in accordance with its terms and conditions and no 

part of the Distribution Assets shall be utilized for any other work or purpose whatsoever, without the 

prior written permission from the Distribution Licensee. It is clearly understood by the Distribution 

Franchisee that non-observance of the obligations under this Indemnity Bond by him shall interalia 

constitute a criminal breach of trust on the part of the Distribution Franchisee for all intents and 

purpose, including legal/penal consequences.    

4. That, the Distribution Licensee is and shall remain the exclusive purchaser of the Distribution Assets 

free from all encumbrances, charges or liens of any kind, whatsoever. The Distribution Assets shall at 

all times be open to inspection and checking by the Distribution Licensee’s Engineer-In-Charge or any 

other employee(s) / Agent(s) authorized in this regard. Further, the Distribution Licensee shall always 

be free at all times to take possession of the Distribution Assets in whatever form the Distribution 

Assets may be, if in its opinion, the said Distribution Assets are likely to be endangered, misutilized or 

converted to uses other than those specified in the contract by any acts of omission or commission on 

the part of the Distribution Franchisee or any other person or on account of any reason whatsoever and 

the Distribution Franchisee binds himself and undertakes to comply with the directions of demand of 

Distribution Licensee to return the equipment without any demur or reservation.   

5. That this Indemnity Bond is irrevocable.  If, at any time, any loss or damage occurs to the Distribution 

Assets, or the same or any part thereof is misutilized in any manner whatsoever, then the Distribution 

Franchisee hereby agrees that the decision of the Distribution Licensee’s Representative as to 

assessment of loss or damage to the Distribution Asset(s) shall be final and binding on the Distribution 

Franchisee.  The Distribution Franchisee binds itself and undertakes to replace the lost and/or damaged 

Distribution Assets at its own cost and/or shall pay the amount of loss to the Distribution Licensee 

without any demur, reservation or protest.  This is without prejudice to any other right or remedy that 

may be available to the Distribution Licensee against the Distribution Franchisee under the Contract 

and under this Indemnity Bond. 

6. THE CONDITION of this Bond is that if the Distribution Franchisee duly and punctually complies 

with the terms and conditions of this Bond to the satisfaction of the Distribution Licensee, then, the 

above Bond shall be void, but otherwise, it shall remain in full force and virtue till the 

expiry/termination of the Contract. 

            IN WITNESS WHEREOF, the Distribution Franchisee has hereunto set its hand through its 

authorized representative under the common seal of the Company, the day, month and year mentioned 

above. 

For and on behalf of  

 

M/s............................... [Insert name of the SPV] 

 

……………….………………….  

(Signature) 

Name:  ………………….. 

Designation: ……………………..….. 

 (Common Seal) 

WITNESS: 
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…………………………….. 

(Signature) 

Name:                 ……………………………….. 

Designation: ……………………………….. 

Address:                ………………………………. 

 

 

…………………………….. 

(Signature) 

Name:                 ……………………………….. 

Designation: ……………………………….. 

Address:                ………………………………. 

 

 

Note: 

* Indemnity Bonds are to be executed by the authorized person and (i) in case of contracting Company, under common seal of the 

Company, (ii) having the Power of Attorney issued under common seal of the company with authority to execute Indemnity Bonds, 

(iii) In case of (ii), the Original Power of Attorney, if it is specifically for this Contract or a Photostat copy of the Power of Attorney, if 

it is General Power of Attorney and such documents should be attached to the Indemnity Bond. 
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Annexure VI-A 

R-APDRP Guidelines issued by Ministry of Power, Govt. of India 
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Annexure VI-B 

Standard technical specification for 3-phase 4 wire CT/PT operated fully static AMR compatible tri-

vector energy Meters for area ring fencing, substation feeders, distribution transformers & HT 

consumers prepared for R-APDRP projects  
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Annexure VII 

Govt. of Madhya Pradesh notification on Subsidy for Base Year 
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Annexure VIII 

 

Input Energy committed by the Distribution Licensee for the first year of the Contract Period 

S. No.  Month 
Input Energy-Base Year 2010-

11 (MU) 

Minimum Input Energy for 

1st year of the Contract 

Period (MU) 

1 April 97.99 97.99 

2 May 86.76 86.76 

3 June 79.12 79.12 

4 July 67.24 67.24 

5 August 64.20 64.20 

6 September 60.86 60.86 

7 October 71.91 71.91 

8 November 110.16 110.16 

9 December 127.4 127.40 

10 January 154.75 154.75 

11 February 155.36 155.36 

12 March 124.15 124.15 

TOTAL 1199.90 1199.90 
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Annexure IX 

[Illustration: Performance Improvement Targets (Ref. Article 19.1) 

If the Effective Date is 12
th
 Dec’10, then the first assessment of AT&C Loss reduction shall be done on 31

st
 

Mar’12. In such a case the total AT&C Loss reduction target shall be the sum of AT&C Loss target for the 

period of 12th Dec’10 till 31st Mar’11 plus the AT&C Loss target for financial year 2011-12. 

The AT&C Loss reduction target for the period from 12
th
 Dec’10 till 31

st
 Mar’11 shall be computed on pro 

rata basis as below: 

���. �� ��	
 ���� 12�� ��� 2010 ���� 31
� ��� 2011
��. �� ��	
 �� ��� ��������� 	��� 2010 � 11 � � 4% 

� �110
365� � 4% � 1.21% 

Therefore, the total AT&C Loss reduction target till first assessment date (31st Mar’12) shall be (1.21% + 4%) 

= 5.21% 

Note:  

(i) It is assumed that the AT&C Loss level for the Base Year is more than 40%. 

(ii) The above table is for purpose of illustration only and shall not be considered in any manner as to actual 

past performance or estimated future performance.] 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


