february 2011 DF-03/2009-10

DISTRIBUTION FRANCHISE AGREEMENT

clwﬂmﬁumm. AND GANDHIBAGH
DIVISIONS UNDER NAGPUR URBAN CIRCLE

BWN

MAHARASHTRA STATE ELECTRICITY
. DISTRIBUTION CO.] p.*




g

SMT T ? SAWANT

e

e

DISTRIBUTION FRANCHISE AGREEMENT FOR
NAGPUR DISTRIBUTION DIVISIONS COMPRISING CIVIL LINES,

GANDHIBAGH AND MAHAL DIVISIONS UNDER NAGPUR URBAN CIRCLE

This Agreement made at Mumbai on A£3% February 2011
betwsen  MAHARASHTRA STATE ELECTRICITY DISTRIBUTION
COMPANY LIMITED, a company registered under the Companies Act, 1956
having its registered office at Prakashgad, G-9, Prof. Anant Kanekar Marg,
Bandra (East), Mumbai-400 081, hereinafter referred to as “MSEDCL” (which
Sxpression unless repugnant to the context or meaning thereof shall include its
Successors and assigns) of the ONE PART

AND

M/S. SPANCO LIMITED, a company registered under the Companies Act,
1956 having its registered office at B-22, 2™ Floor, Krishna Bhavan, Deoshi
Marg, Deonar., Mumbai-400088, India, hereinafter referred to as “the
Distribution Franchisee” (which expression unless Trepugnant to the context or
meaning thereof shall include its successors and permitted assigns)
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A.  MSEDCL is a Distribution Licensee under the provisions of the Electricity
Act, 2003 (the “Act”) having license to supply electricity in certain areas of
the State of Maharashtra.

o

Under the provisions of the Act, MSEDCL is entitled to distribute electricity
10 a specified area within its area of supply through another person referred
to as Franchisee.

O

For the purpose of retail sale and supply of electricity in the Civil Lines,
Gandhi Bagh and Mahal Divisions under Nagpur Urban Circle as more
particularly described hereinafter, MSEDCL selected M/s. Spanco Limited
through the competitive bidding process.

D. MSEDCL issued a Letter of Intent No. Dir—(Fina.nce)/PCDF/986/334122
dated 9% November 2010 to the said M/s. Spanco Limited and the same had
been accepted by M/s. Spanco Limited.

The parties have agreed to record the terms and conditions for sale,
purchase and distribution of the electricity within the Franchise Area by
Szecuting this indivisible Distribution Franchise Agreement (DFA).

=

-
|

hie parties are fully aware that this Agreement is for retail sale and purchase
i electricity for distribution in Franchise Area through the Distribution
Tanchisee as contemplated under the Act.

10

NOW. THEREFORE. IN VIEW OF THE FOREGOING PREMISES AND IN
CONSIDERATION OF THE MUTUAL COVENANTS, PREMISES AND
AZGREEMENTS CONTAINED HEREIN, THE PARTIES AGREE AS FOLLOWS:
\

1. ARTICLE I: DEFINITION OF TERMS
==22an 1D DEFINITION OF TERMS

the purpose of this Distribution Franchise Agreement (including all its annexure),
ollowing terms, phrases and their derivations shall have the meanings given
ow unless the context clearly mandates a different interpretation. Where the
=1 50 indicates, the present tense shall imply the future tense, words in plural
the singular, and words in the singular include the plural. The word ‘shall’ is
mandatory and not merely directory. The definitions are applicable
less of whether the term is written in capital letters.

Agreement Representative




ATC Losses — {Total energy input (MUs)—Energy Realised (MUs)}
Total energy Input (MUs)

. Energy Realised is the sale of energy (MUs) multiplied by Collection

this purpose shall include all those components which are billed against
onsumed to consumers and on collection, it is retained as revenue of the
Franchisee/ or Licensee, €.g. Energy charges, Fixed/ or Demand
and Other Cost Adjustment Charges (FOCaA), Regulatory Liability
(RLC), Power F actor (PF) Penalty/

<ED + TOSE + Any other)}

:' (Total Demand + Subsidy )-
{ taxes payable to Govt.
Total Billed Units

- All components in numerator are to be measured in rupees

Average Revenue Realisation (ARR)

dividing the revenue collected, arrived by including all components that forms part
Tiue as per MERC tariff order for the period for all categories put together
the total input units for the division for all categories. Revenue for this purpose
Include all those components which are collected against the units consumed to
T and on collection, it is retained as revenue for the Distribution Franchisee/
icensee and shall exclude all components, which are remitted to the
/ other agencies. The unit of ARR will be Rs. /Kwh. The same shall be

(Total Revenue Collected - ED — TOSE
—Any other taxes payable to Govt. + Total Subsidy Amount
Total Energy Input

ARR =
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Base Year

period from April 1, 2008 to March 31, 2009.

Big Four, isa group of international accountancy and professional services firms that
handles the vast majority of audits for public

Collection Efficiency

mean the ratio of revenue actually realized from consumers (including the
7/ amount, if any) and energy billed to Consumers (including the subsidy
any), in Dercentage terms for a particular period and shall be calculated as

below:

Revenue realized from consumer in ruppes

Energy Billed to Consumers in Tupees e

written or electronic correspondence by a Consumer expressing
dissatisfaction with the products, services, or customer service of the Distribution

ach successive period of one year beginning from the Effective Date of

this Agreement,

System of wires and associated facilities between the delivery points on
transmission lines or the generating station connection and the point of

Tmecton to the installation of the Consumers.




S the supply and conveyance of electricity by means of distribution system.

Distribution Assets

Shall mean the assets employed by the Distribution Licensee/ Distribution Franchisee
In the Franchise Area for distribution of electricity.

Distribution Franchisee Assets

I

== mean the assets Created and employed by Distribution Franchisee in the
irea for distribution of electricity.

Distribution Losses

e difference between SNeIgy supplied at the Input Points and Energy
ge terms for a particular period ang shall be

Dist Loss (3%
Energy Intake at Input Points in Kwh Energy Billed to consumers in kwh) X 100
- Energy Intake at Input Points in Kwh

eds;
and accepted by MSEDCL which shall not be later than ninety calendar
days from the date of signing of this Agreement,

Eng'i.neer—in-Cha.rge

Shall mean any person, nominated by each of the Parties as set forth in Article-20.

Expiry Date
Shall mean the fifteenth anniversary of the Effective Date.

Expiry Payment

St he payment to be made on expiry of the Agreement by either Party to the
other Party as per Article-16.

Termination Payment

an the payment to be made on Termination of the Agreement by either Party
ther Party as per Article-16.
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Extra High Voltage or EHV

I mean any voltage above 33,000 Volts subject to permissible variations

Franchise

Means the rights granted by MSEDCL to the Distribution Franchisee to act as a
i hisee of MSEDCL to distribute the electricity in the Franchise Area and all the
» POWers and authorities available to MSEDCL as a distribution licensee
to fulfill the obligations and responsibilities as contemplated under this
ment and which can be conferred upon the Distribution Franchisee under the

agreement, franchisor does not render
to franchise except right to use the distribution assets.

Franchise Area

1 the area as mentioned in the Article- 4.4 in respect of which the
n Franchisee shall act as a franchisee of MSEDCL,

Force Majeure

the general limitations of liability in any way arising under this
T party is responsible for failure or delay in performance of
obligations hereby undertaken due to occurrence of any event of force

cannot be reasonably
thereby, hindering the performance by the parties of any of
therr obligations hereunder.

GoM

M the Government of Maharashtra and any Ministry, Department, or any other
¥ of the Government of Maharashtra

Input Energy

LA

ectricity purchased from and supplied by the MSEDCL at the Input
€rence to the calculation of Input Energy as specified in Article 7.

EHV/HV Substations as specified in Article- 4.4 and shall include such
HV substations or feeders, which may feed energy to the Franchise Areg-
date or during the term of the Agreement.
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Input Rate

€€s per unit of electricity supplied by the MSEDCL at the Input Points
accepted Financial Proposal of the bidder for Input Energy and
nexure-7.

or any

trumentality and also includes a]l
» Directions, Notifications by a Governmental
Pursuant to or under any of them and shall include all Rules,
Cisions, Directions and Orders of MERC.

Major Incident

Shall mean the Maharashtra Electricity Regulatory Commission, or its successors.

MSEDCL Distribution Assets

all mean the Maharashtra State Electricity Transmission Company Limited
Ssors and assigns.
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Open Access

a7 open access as defined in the Electricity Act 2003.

Prudent Utility Practices

Shall mean the practices, methods and standards that are generally accepted
y from time to time by electric utilities for the purpose of ensuring the safe
ient distribution of electricity, operation and maintenance of Distribution
billing and collection of distributed power etc.

Public Right of Way

1 mean the surface, the air space above the surface, and the area below the
of any public street, highway, lane, path, alley, sidewalk, bridge, tunnel,
» Waterway, easement, or similar Property within the Franchise Area, which,
with the purposes for which it was dedicated, may be used for the purpose
and maintaining the system. No reference herein to a “Public Right-of-
be deemed to be a Tepresentation or guarantee by MSEDCL that its
1 or other right to control the use of such Property is sufficient to permit its use
purposes, and the Distribution Franchisee shall be deemed to gain only
o use as are vested in MSEDCL and as the MSEDCL may have the right

! mean the commercial component, which is introduced by regulator as a
ary measure t{o recover any extra charges viz. extra recovery of RGPPL, Zero
iding (ZLS) charges etc. or any other component of such nature introduce in
f 1d shall not be the part of regular tariff component, Such component shall not

tion Franchisee and the same shall be remitted to MSEDCL on collection basis

Specified in Article 7 and Article 10.




NAGPUR DISTRIBUTT ON FRANCHISE A GREEMENT DF-3/2009-10

ERTICLE 2: CONDITIONS TO BE SATISFIED

2.1 CONDITIONS PRECEDENT TO BE SATISFIED BY THE DISTRIBUTION
FRANCHISEE & MSEDCL

2.1.1 Submission of Performance Guarantee
The Distribution Franchisee shal Secure the performance guarantee by
providing an unconditional and irrevocable Standby Letter of Credit (L/C) to
the satisfaction of MSEDCL from any nationalised bank or ICICI Bank, IDBI
Bank, Axis Bank or HDFC Bank for an amount equivalent to two months’
estimated amount payable to MS

This Standby Letter of Credit shall be governed as per conditions stipulated in

2.1.2 Infrastructure Roll-out Plan

T the Distribution Losses and improve the quality of supply.

2.1.3 Completion of Audit of Various Parameters
The Joint Audit Team of MSEDCEL and the Distribution Franchisee shall
complete an audit of the barameters listed below:

N
-

1.3.1 Opening level of Distribution Losses and Collection Efficiency;

-3.2 Opening Asset Register;

()

2.1.3.3 Opening level of Inventory;

1.3.4 Ongoing Contracts as on Effective Date; and

[}

smarcation of Geographical Boundary for designated Distribution
anchisee’s area.

I

(]

1.3.6 Confirmation regarding non existence of Crossover points.
I 7ing and listing of all those dedicated feeders meant for a.r/e/s

1.o. idently

T than designated DF area, if any. .
ctricity Distribution Co. Ltd. | M/s. Spanco Ltd."|

wumeal®)

8]
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€ cases where the opening levels cannot be ascertained, suitable
¥ agreed procedures should be laid out to compute the same.

1t Prices shall not be adjusted in the event of information Post-joint audit
In variance with the numbers provided in the tender document,

(8]
bt
(&}

Calibration of Meters

The authorized Tepresentatives of MSEDCL and the Distribution Franchisee
shall conduct a joint Calibration of the interface meters at the Input points.

2.16 Methodology for application of price Vvariation clause for Article 5.2.9 shall be
jointly finalised.

[E8}

1.2 Methodology to compute Distribution Losses and Collection Efficiency for
each year during the term of this Agreement shall be jointly finalised.

2.1.8 Sufficient number of officers of the Distribution Franchisee shall be authorised
under Section 126, Section 135 (2) and Section 152 of the Electricity Act 2003
for taking nNecessary action to pPrevent the unauthorised use, theft and

€a. The Franchisee must inform MSEDCL,

for which authorisation is needed. MSEDCL shall recommend the same
to the State Government.

Audit Team of MSEDCL and Distribution Franchisee shall demarcate
hical boundary of all the designated Distribution Franchise areas
pur Urban Distribution Divisions - Civil Lines, Mahal and
g and identify the consumers and establish their dwelling in the

2.1.10 MSEDCL and Distribution Franchisee shall carryout the operation jointly for
the period of maximum thirty calendar days within the designated Distribution

precedent. However, during the joint/ parallel operations period, the
responsibility of operations and the distribution assets shall lie with MSEDCIL.
The entire responsibility of operations shall be formally transferred from
MSEDCL to Distribution Franchisee on the Effective Date at 00:01 hrs.

2.1.11 Al the conditions precedent stated herein above shall be satisfied within 90
(ninety) days of signing of this Agreement or such further period as may be
extended by the parties mutually. The timeline for satisfying the conditions
stated in Article 2.1.1 shall be governed by Article 11 of this Agreement. If, the
Distribution Franchisee fails to satisfy Article 2.1.1 above, within the stipulated
duration, MSEDCL shall be entitled to terminate this Agreement and encash

he bank guarantee of the Distribution Franchisee at its discretion.

ectricity Distribution Co. Lid. 1M/s. Spanco Ltd. |
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2.2 CONDITIONS SUBSEQUENT TO BE SATISFIED By THE DISTRIBUTION
FRANCHISEE AND MSEDCL

2.2.1 ZArrears Determination:

The Joint Andit Team of MSEDCL, and the Distribution Franchisee shal]
complete an audit of:

22.1.1 Opening level of arrears;

2212 Segregation into Permanently disconnected and current live
arrears;

2.2.13 Ageing analysis of current live arrears upto a period of three
months;

2.2.1.4 Credit Balance from Consumers; and

2.2.1.5 Joint verification of Permanently disconnected Consumers.

hodology to compute Average Billing Rate (ABR) for each billing period
for the purpose of Article-7 during the term of this Agreement shall be as per
Procedure and format given at Annexure-15,

58]
o
(&3]

MSEDCL shall identify the Consumers for which Service Connection Charges
(SCC) have been received by it, but connections have not been provided. The
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ARTICLE 3: TERM OF AGREEMENT

3.1

3.2

3.3

3.4

Term of Agreement

<82 term of this Agreement shall be for a period of fifteen (18) years from the
Effective Date.

Renewal of Agreement

In writing for renewal one year prior to the expiry of the Franchise. MSEDCL
shall communicate its decision in this Tespect within a period of six months of
such application by the Distribution Franchisee.

The terms and conditions of such Renewal shall be decided with mutual
consent.

Early Termination

Ihis agreement can be terminated before the expiration of the Franchisee
Period as per the Provisions of Article-16 and Article-3.4 of this Agreement,

Event Of Abandonment

entitled to immediately enter any and/or all of the site(s) and operate the
Distribution System, provided that

An event of abandonment shall not have been set to occur, if the cessation of
operation has resulted from -

® an event of Force Majeure or
@) a scheduled outage or

(i) Non-supply of power by MSEDCL

It is however expressly agreed that if the Distribution Franchisee is
proceeding with diligence and good faith to overcome or remedy such event
and such event is overcome or remedied within a further period of forty-eight

(48) hours, then such an event shall not be treated as an event of

abandonment.




NAGPUR DISTRIBUTT ON FRANCHISE AGREEMENT DF-3/2009-10
shall compensate MSEDCL for the losses suffered by MSEDCL, if any, as
brovided in Article 14.1.3.

3.5 Survival
The expiry or termination of this Agreement shall not affect accrued rights and
obligations of the parties under this Agreement, nor shall it affect any
continuing obligations for which this Agreement provides, either expressly or
by fecessary implication, the survival of, post its ©Xpiry or termination.

|Mzaharashira State Electricity Distribution Co. Led, |M/s. Spanco Lid: 1
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ARTICLE4: GRANT OF DISTRIBUTION FRANCHISE

4.1 Grant of Franchise

Franchisee shall have “Right to

Assets and all other rights, powers and

authorities available to MSEDCL as a Distribution Licensee to perform its

obligation under this Agreement. Distribution Franchisee however shall not
be the owner of MSEDCL Distribution Assets.

4.2  Legal Status of Distribution Franchisee
The Distribution Franchisee shall be a franchisee of the MSEDCL as defined
under the Act and it shall not be a licensee under Section 14 of the Act.

4.3 Exclusivity

e Distribution Franchisee will be the exclusive franchisee of MSEDCL in the

ranchise Area. The Distribution Franchisee shall not be entitled to assign or
in any manner its rights an

It is however clarified that the Distribution Franchisee alone shall be liable
and responsible to MSEDCL for the due Pperformance of this Agreement and
7 default / breach of any of the terms and conditions of this Agreement by
any such sub-contractor shall be deemed to be a default / breach by the
Distribution Franchisee,

4.4 Franchise Area

'
[

Franchise ZArea shall be the Distribution areas of MSEDCL at Nagpur
ban Distribution Divisions — Civil Lines, Mahal and Gandhibag spread over
ometres approxemetly as defined in Article-

-2 The F ise Area at present contains the following feeders from HV/ EHV
substations as given below:

It
I8
I
[~
10}
b
y
i
¢
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4.5

4.6

As on 31st Mar. 09 ! Civil Lines

The power sources mentioned above currently form the Input Points for
Injection of electricity in the Franchise Area.

Effect of HAcceptance

By accepting the Franchise and executing this Distribution Franchise
Agreement, the Distribution Franchisee accepts and agrees to comply with the
DProvisions of this Distribution Franchise Agreement and the Act.

Directions

Distribution Franchisee shall comply with MSEDCL directives issued for
compliance of the Laws, Regulations, Orders and Directives of MERC.
However, the Distribution Franchisee shall have option of following alternative

the Agreement and to t

ST iis expiration.
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ARTICLE 5: ACTIVITIES OF DISTRIBUTION FRANCHISEE

5.1.3

9.1.0

[&1]
[
[&5]

(S]]
©

‘Right of Use’ to MSEDCL Distribution Assets

The Distribution Franchisee shall be entitled to use the MSEDCL Distribution
Assets to perform its obligation under this Agreement. MSEDCL shall
however, continue to be the owner of such assets.

Distribution Franchisee shall use and maintain such assets at its own cost to
keep them in good working condition as per Prudent Utility Practices.

= 20y such asset becomes unserviceable and beyond economical repair
(BER), then the same shall be deposited at the major store of the MSEDCL at
Nagpur in as it is form, by the Distribution Franchisee at its cost. MSEDCL shall
duly identify the asset against its Asset register.

MSEDCL shall brepare an Asset Register of the Franchise Area, which shall be

On termination/ expiry of this agreement, the Distribution Franchisee shall
demur hand over physical possession/ custody of MSEDCIL

Any shortfall in the quantity of MSEDCL Distribution Assets verified and
recorded in the joint audit report shall be recovered from the Distribution
Franchisee at the cost of Teplacement of such asset. The Distribution
Franchisee has the option to replace such missing or lost equipment (shortfall)
with comparable equipment. Replacement cost shall be equal to the market
value of new assets at the time of Expiry/ Termination of the Agreement.

I the Distribution Franchisee uses MSEDCL’s IT systems for billing the

I the Distribution Franchisee intends to utilise other services of MSEDCL such
as Testing faciliies for HT/LT metering, switching/ substations and
istribution transformers or any other technical assistance, the charges for the
e shall be payable to MSEDCL, The charges for transformer repair and
maintenance workshops shall be mutually agreed by MSEDCL and the
anchisee as and when required.

dedicated feeders meant for other than designated DistributiGh

ICHisse s area and passing over (as flyover) DF’s area, shall not be PP
: -IRctricity Distribution Co. Ltd. |M/s. Spanco Tid. | i
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Franchisee. Any on-going schemes in the Franchise Area, the capital
SXpenditure incurred for such schemes will be accounted for as MSEDCL

3.2.2 The Distribution Franchisee shall also maintain a separate record of the
Distribution Assets purchased by it with al] details and particulars. It shall also
make entries of these assets in the asset register. The Distribution Franchisee
shall take only permanent nature asset in the asset register.

The existing MSEDCL’s assets having long life (i.e. shelf life 10 Years and
above), high monitory value (Purchase value of Rs. 80,000/- and above) and
residual value, if such asset is no longer required by Distribution Franchisee,
shall be returned back (surveyed back) to MSEDCL stores, in as it is condition
by the Distribution Franchisee.

528 Any quasi permanent and consumables items used/or consumed during the
period of Sngagement by the Distribution Franchisee, shall not be
Compensated on the €xpiry of the Agreement period, by the MSEDCIL,.

527 Upon Sxpiry/ termination of thig Agreement, Distribution Franchisee shall

hand over all the MSEDCL and Franchisee Distribution Assets of Franchise

5.28 On the Ezpiry/ Termination of this Agreement, MSEDCL shall compensate
Distribution Franchisee for those Distribution Assets, which are permanent in
nature (as described in article 5.2.5) and added by Distribution Franchisee,
to the extent funded by the Distribution Franchisee, at the depreciated value
of such assets. Compensation shall be subjected to MERC’s approval.

ectricity Distribution Co, Ltd. [M/s. Spanco Ltd. |
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be transferred to MSEDCL at
costs and depreciation rates

schedule of costs shall be adjusted for the Pprice variation clause as per
MSEDCL procurement contracts for the relevant period.

81
[AS]
(-
[ss]

If any new asset added by the Distribution Franchisee is not featuring in
f£nnexure- 2, the cost of the same shall be ascertained quarterly by an
independent agency mutually appointed for the purpose, If the new assets
which are not being used in MSEDCL but Procured for the use by the DF,
then the evaluation of the Tates of these assets will be done as follows ° If the
material unit rate is more than Tupees One lakh or total purchases during the
arter is more than rupees Twenty Five lakhs, then such item would be
covered under scope of independent valuer (agency)’. The cost of such an
agency shall be shared equally by both the parties. The depreciation rate for
such asset, if not appearing in Annexure-3, shall be taken as per the
brevailing MSEDCL norms or MERC regulations or as per the Companies
Act, 1956 in that sequence.

(811
(58]

The Distribution Franchisee shall submit details of the assets added by it on a
tly basis, and the value of such assets shall be certified by MSEDCL as
epiable in terms of Article 5.2.9 and Article 5.2.10

pproval shall be sought for the extent of capital expenditure
hie Selected Bidder’s roll out plan submitted as a part of the bid,
€ execution of the DFA. The Franchisee shall bear the variations in
d capital expenditure as its business risk and no adjustment shall be
for the same. Capital expenditure incurred by the Franchisee shall be
ject to MERC approval. MSEDCL shall facilitate the Distribution
Franchisee in approaching the MERC for approval of the Infrastructure Roll
Out Plan. Notf.ithstanding anything contrary contained in the agreement, any
€siment by the Distribution Franchisee which is not approved by the
MERC shall not be compensated by MSEDCL at the Expiry / Termination of -
the Franchise.

The Distribution Franchisee has the right to mortgage only those distribution

(81}
[}
bt
e

2l those assets added by the Distribution Franchisee under capital
expenditure post taking over shall be audited by a reputed independent
1ors on yearly basis and Auditors’ fee shall be equally shared by
MSEDCL and Distribution Franchisee Tespectively. MSEDCL shall coordinate
appointment of independent auditors’ with consultation of Distribution
Franchisee.

apitalisation value of assets created under capital expenditure shall be-
ed as per existing MSEDCL's infra circular and the format is a I
lWectricity Distribution Co, Ltd. [M/5s. Spanco Ld. |
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[8}]
[}
bt
m

Distribution Franchisee as per Article 3.2,

5.3 Inventory of O&M Spares

83.1 EDCL will hand over the inventory of O&M spares in the Franchise Area to
Distribution Franchisee on the Effective Date of this Agreement for one

[81)
(4]
i8]

Upon Termination/ Expiration of this Agreement, Distribution Franchisee shall
X inventory of O&M Spares to MSEDCL in the same form and quantity

e Agreement.

3 F

ranchisee shall compensate MSEDCL for the difference between
€ Imventory levels in quantity terms on Effective Date and that on date of
Termination/ Expiration, to eliminate any risk with respect to inflation.

o
»
s

MSEDCL shall compensate the Distribution Franchisee for the inventory of
O&M spares at Termination/ Expiry of Agreement at latest acquisition price as
may be applicable provided that, the maximum inventory that shall be taken

ver by MSEDCL shall not be more than the minimum inventory norms
specified in Annexure 5.

5.4 Supply of Energy

MSEDCL shall supply at Input Points the energy corresponding to input units
of the Base Year ie. 1100 MUs. However, thi supply may vary subject to
MERC Directives on load shedding. Without prejudice to the foregoing,
MSEDCL shall not discriminate in the supply of power between the Franchise
Z its other Distribution Divisions. Supply of power to the Franchise
EDCEL shall be as per MERC directives on load shedding.

(81}
[
v

7

r

b




NAGPUR DISTRIBU TION FRANCHISE AGREEMENT

o
[

(&3]

81
s

S

e

“w

DF-3/2009-10

OWn sources would Tequire prior written approval of MSEDCL. Procurement of

MSEDCL will facilitate the Distribution Franchisee to approach MERC for
approval of such Procurement scheme. MSEDCL shall also assist the
Franchisee to the extent possible in obtaining information from MSETCL about
the transmission Capacity for power purchase.

directives of the Commission. DF hag o maintain separate account for such
brocurement and it shall not be linked with transactions of energy supply by

The Distribution Franchisee shall make commercial arrangement and its
executions at his own capacity with the generator/ Supplier/ Trader with the
prior consent and approval of MERC. However, MSEDCL may assist DF to
brocess such request to MERC.

The Distribution Franchisee shall not sell the Input Energy to anyone outside
the Franchise Area.

The Distribution Franchisee shall strictly adhere to the planned load shedding
schedule of MSEDCL based on directives issued by MERC. The Distribution
Franchisee shall also follow the instructions of MSETCL / State Load Dispatch

Centre for grid discipline

) At no circumstances MSEDCL shall draw energy from any point/

feeder/transformer of designated distribution franchise area or its e
Snnetwork.

= NS
EaSER el




MSEDCL for compliance of laws, Tregulations, orders ang directives of MERC.
The broad Scope of work would be ag follows:

3.5.1

-1 Undertake distribution & supply of power to the existing Consumers ang new
consumers of MSEDCL in the Franchise Area,

5.8.1 Load Forecast
The Distribution Franchisee shal] carry out demand estimation/ load forecast
of the Franchise Area periodically and apprise the same to MSEDCL.

.6.2 Energy Audit
The Distribution Franchisee shall Carry out energy audit on a monthly basis
and submit a report of the same to MSEDCL. The methodology for the same
has been enclosed at Annexure -4,

[&1]

tion and maintenance of sub-stations and transformer stations,
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allation of metering devices and carry out meter Teading, monitoring all
€Ts and distribution transformers.

5.6.3.4 Repair, maintain and replace faileq distribution transformers ag Pper MERC
Supply Code and Standards of Performance.

" 5.6.3.5 Maintain a minimum leve] of rolling stock of transformers and other
niecessary material as Per Annexure-5 enclosed.

5.6.3.6 Ubgrade, Ienovate and maintain the existing distribution network/

- Systems/ IT assets and systems as per Prudent Utility Practices and the
standards that may be prescribed by MERC.

5.6.3.7 For carrying out day—to-day maintenance work, if shutdown ig Trequired
~ from EHV station on any feeder, the Distribution Franchisee shal] apply for
PIOper permit from the concerneq MSETCL’s EHV substation. Such permit
shall be Treturned to concerned EHV substation immediately after the work
is completed. The Distribution Franchisee shan also intimate schedule of

consumer in advance.

564 Compliance with standards

81

ount of failure of the Distribution Franchisee in

compliance shall be borne by the Distribution Franchisee.,

[&}]
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5 () Eleclxicify Supply Code
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b) Bring to the notice of the Consumers the existence of the Supply Code (and
N conditions of supply as approved and modified by MERC from time to time)
Including its substantive revision and their right to inspect or obtain a copy in

~ its latest form;

ply with the complaint handling brocedure
The Distribution Franchisee shall:

MERC
MERC.

I

within a period of three months from the Effective Date, a Consumer
L Service centre as Per minimum Specifications placed at Annexure-6 for
Consumer Complaints ang redressal system.

b) Redressal commercial complaints such ag those relating to security deposit,
change of load category, interest, arrears, penalty, etc, and  billing
Complaints.

Make available, on demand, a ©opy of the complaint handling Procedure,
revised from time to time, for inspection by the public at each of the relevant
bremises during normal working hours; and

f]/

Provide free of charge a copy of the procedure Tevised from time to time to
each new Consumer, and to any other person who Tequests for it at a price not
€xzceeding the cost of duplicating it.

€) To comply with the Orders and Directions, if given by High Court, any other
Court or Consumer courts, etc.

[*h

i) The distribution franchisee has to setup the IGRC (Internal Grievace Redressal
Cell) as per MERC ( Consumer Grievance Redressal Forum and Electricity
Ombudsman) regulations 2006 and Subsection 5 of Section 42 of Electricity Act

2003
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(0) Consumer Services

Distribution Franchisee, on request of the Consumer, to the extent that is
ably available to the Distribution Franchisee, shall provide:

ion on all services provided by the Distribution Franchisee including

5.6.3 Obligation to Connect Consumers

¢ to the provisions of this Agreement, the Distribution Franchisee shall have the
owing obligations:

a) Subject to the pProvisions of the Electricity Act 2003, the Distribution
Franchisee shall, on the application of the OWNer or occupier of any premises
within the Franchise Area, give supply of electricity to such Premises within

uiring such supply subject to brovisions of

icity Act 2003 and applicable Regulations.

ion Franchisee shall be Tresponsible for incurring capital expenditure
provide new connections in the Franchise Area. The expenditure

contributions / charges received from the Consumer towards capital
oviding new connection as per applicable Regulations, shall form a
Franchisee Distribution Assets.

c) Subject to the provisions of the Electricity Act 2003, the Distribution
nchisee may refuse to supply, or may disconnect the supply of electricity to

istribution Franchisee shall collect the Security Deposit from the
for giving new connections, which shall be transferred to

(

Q
9
g
’(D
o

plicable interest on these security deposits shall be borne by MSEDCL
I be transferred to the Distribution Franchisee to meet its obligations

Per applicable regulations.

iment against arrears on account of Consumers who are Permanently
disconnected by the Distribution Franchisee after the Effective Date shall b
ective Consumer after followix

Q
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o —_ :

nnected (PD) Consumers as on Effective Date and thereafter without the
written consent of MSEDCL unless all arrears have been recovered from them
and remitted to MSEDCL. MSEDCL shall take Tesponsibility for such cases and
defend the legal cases, at jts OWn cost, arising out of such an action by the
Distribution Franchisee,

5.7 Commercial Duties and Responsibiliﬁes of the Distribution Franchisee

1e Distribution Franchisee shall perform in the Franchise Area:

..... Meter reading and billing to the Consumers as per the retail tariffs approved
by MERC from time to time.

-1.2  Collections rom the Consumers as per the billing.

5.7.3 Collection of arrears on behalf of MSEDCL.

lace defective meters with new meters,

1 Consumer database and billing records,

alone.

[47]
~
w

Undertake any other activity as may be notified from time to time by MERC to
the distribution licensee.

5.8 Dautiesand Responsibilities of MSEDCL

broad duties and responsibilities of MSEDCL would include, but not limited to,

the following activities:

5.8.1 MSEDCL shall ensure the supply of bower to Distribution Franchisee of
accepiable quality standards as per Article 5.4
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5.8.3 MSEDCL shall carry out meter reading jointly with Distribution Franchisee on
a weekly / monthly basis at Input Points of the Franchise Area.

5.8.4 MSEDCL shall support the Distribution Franchisee initiatives to adopt
Innovative practices to bring about effectiveness and efficiency in electricity
distribution business.

wm
(&3]
(81}

With the objective of achieving sustained loss reduction, MSEDCL shall invest
Rs. 12 (twelve) Crs. per year for next five years with effect from first year of
operation (ie. applicable from effective date onwards) within designated
Distribution Franchisee area towards up gradation, revamping and expansion
of distribution network to bring down loss level and cope up with growing
future requirement.

1Maharashtra State Electricity Distribution Co. Lid. |M/s. Spanco Ltd. | m
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ARTICLE 6: METERING AND MEASUREMENT
6.1 Metering System:

2.1.1 The Distribution Franchisee shall install ang operate the Check Metering
System in accordance with this Article 6 and Central Electricity Authority
(Installation and Operations of Meters) Regulations, 2006. In addition to the
existing Main Meters at each of the Input Points, the Distribution Franchisee
shall also provide a check meter at each of them.

reimburse the cost of such meters to MSEDCL/ STU/ CTU.
6.2 Inspection and Testing of Meters

8.2.1 MSEDCL/MSETCL shall inspect and if necessary, recalibrate the metering
System on a regular basis but in any event, at least once in every three (3)

months or at a shorter interval at the Tequest of either party.

Meter comprising the metering system shall be sealed by MSEDCL,
tion Franchisee and MSETCL, and shall not be opened, tested or
ed except in the bresence of all the pariies.

m
(]

Inaccuracy of Meters

the difference between the readings of the main meter and the check
Or any calendar month is within 0.8%, the reading of the main meter
1 be taken as final. If however, the variation exceeds * 0.5 %, the final
7alue shall be arrived at as per the procedure, laid down as below.

ver difference between the readings of the Main meter and the Check
0T any month is more than 0.5%, the following steps shall be taken
king of CT and PT connections

alibration of interface meters at site with reference standard meter of
accuracy class higher than the meter under test.

w
9]

g out the re-calibration of the main meter, if it is discovered that
the percentage of Inaccuracy exceeds + 0.5 % or that the main meter is
working, the following procedure in order of priority, whichever is
ible, for arriving at the computation of quantity of energy during the
od between the last calibration and the bresent, shall be followed:

on the basis of the readings of the check meter if installed and
functioned accurately; or

by correcting the error if the percentage of error is ascertainable gf-
tion, tests or mathematical calculation; or
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the transformer.

c) 1he correction to the quantity of energy injected shall apply to the following
periods (hereinafter referred to as the “Correction Period”):

i) to any period of time during which the main meter was known to be
raalfunctioning or to which the parties mutually agree;

i) if the period during which the main meter was malfunctioning is not
known or is not agreed to between the parties, the correction shall
be applicable for a period equal to half the time elapsed since the
date of the preceding calibration test, provided that under no
circumstance shall the Correction Period exceed one month.

d) 4 the difference exists even after such checking or testing, then the defective
hall be replaced with a correct meter.

()

1 case of conspicuous failures like burning of meter and erratic display of
ered parameters and when the error found in testing of meter is beyond

shall be immediately replaced with a correct meter.
i) In case where both the Main meter and Check meter fail, at least one of the

meters shall be immediately replaced by a correct meter.
5.4 Measurement
8.4.1 Distribution Franchisee shall carry out weekly meter readings at Input Points

at 18.00 hours on 7th, 14th, and 21 day of each calendar month and intimate
the same to MSEDCI, by 10.00 Hrs on the next business day.

[85)
s
[88]

A joint meter reading by both the parties shall be carried out on the 00.00 Hrs
on the Effective Date.

A joint meter reading by both the parties shall be carried out on the last day of
every calendar month at 1800 Hrs w.e.f the Effective Date. Adjustments, if any,
shall be carried out in the successive month payments mentioned in Article 7
based on the aforementioned meter reading.

(S5
i
w

MSEDCIL shall raise invoices as mentioned in Article 7 based on input units
asured by Distribution Franchisee as specified in previous Article.

53]
-
(N

The Metering and Measurement System stated in this Article shall also be
applicable to payments on account of Wheeled Electricity.

6.45

ers feeding to Distribution Franchisee area shall have main_a#fd,
¢S installed at the point of origin (i.e. at EHV/ HV substation lef
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ARTICLE 7: BILLING AND PAYMENT

7.11 Monthly Invoice

Irst Invoice raised by MSEDCL on the Distributi

Monthly Invoice = (RIEy + WCy; + EDgyy + TOSEy + SDNy + P + TTCw) - [(Sy +
CARPDgy + CARCLgy,)

RIEy=EIyX AIRy X TIRy

gy input in the Franchise Area during the month, which shall be the
rom MSEDCL.

5= Annualized Input Rate applicable for the year as per Annexure-7,

TIRy= ABRy/ ABRpace vear

Indexing Ratio applicable to the billing period, calculated as ratio of Prevailing
Billing Rate (&BR) for that billing period as applicable to all Consumers in
use Area (ABRy ) and Average Billing Rate (ABRpase Year) as applicable to all
in the Franchise Area in Base Year. Average Billing Rate shall be
per Article 1 and format annexed at Annexure 18, The Tariff Indexing
omputed for every month and the same shall be used for computation
for Input Energy for units supplied to the Distribution Franchisee in the
endar month. Approved Tariff for this burpose shall mean the HT/ LT
the applicable FOCA approved by MERC
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om the consumers of the franchisee area shall be remitted separately to
MSEDCL on collection basis till its existence.

The indexation shall be based on the change of tariff as applicable to all the HT/LT
MSEDCL consumers in the Distribution Franchisee Area.

For the purpose of computation of indexation ratio, Average Billing Rate (ABR) as
applicable to all MSEDCL Consumers in Distribution Franchisee area for the base
year shall be Rs. 4.27 per unit. This figure is fixed for fifteen (18) year. The ABR of
€ months (i.e. during DF’s operation’s period) after Effective date shall be
by a reputed Independent Auditor once in a year, for the entire period of
- The auditor’s fee for such audit shall be shared equally by the DF and
Independent Auditor’s report shall be binding on both MSEDCL and

WCy = Wheeling Charges applicable to energy procured over and above the
Tuantity purchased from MSEDCL for the Month computed as per MERC regulations (
Regulation Pertaining to open access applicable )

Electricity Duty recovered (collected) from the consumers as per
w (Bombay Electricity Duty Act, 1988) during the billing period

Tax on Sale of Electricity recovered (collected) from the consumers as

Is the Security Deposit collected for new connections issued during the period
or which information has been received as per Article-13.1

penalty leviable on the Distribution Franchisee for delay on account of
Payments and shall be computed @18% per annum quarterly compounded
outstanding amount.

the Temporary Tariff Component, which is introduced by regulator as a
7Y measure to recover any extra charges viz. extra recovery of RGPPL, Zero
hedding (ZLS) charges etc. or any other component of such nature introduce in
nd shall not be the part of regular tariff component. However, TTC shall be
d separately & amount so collected by the Distribution Franchisee from the:
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of arrears from the current live Consumers collected and remitted during this
g cycle and shall be computed as below:

CARCLpy=0.1X ARCLgy,

= 1s the amount of arrears on account of current live Consumers,

months prior to the Effective Date collected and remitted by the
Distribution Franchisee to MSEDCL during this billing cycle. This incentives shall be
applicable for first two years from the effective date.

- Treatment for Subsidy:- Distribution Franchisee shall submit a consolidated subsidy
claim to MSEDCL on completion of a month. The same shall be audited by MSEDCL
provisional credit shall be allowed in the successive month’s invoices
accordingly. However, this shall be subject to final audit by the Independent Auditors
In due course of time and the Audited figure shall be the binding on both the parties.

.

the Distribution Franchisee shall
and 45" day from the Effective Date
¢ Effective Date and shall be computed as below: /
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Fortnightly Invoice = (RIE;, + WCr + EDgr + TOSE; + SDNF + P + TTCr) - (5p +
CARPDgr + CARCLyy )

RIE: = Revenue for Input Energy for the fortnight

It shall be computed as below:

RIEF=EI. X AIRN X TIRy

T

F= ZNergy input in the Franchise Area during the fortnight, which shall be
9Y purchased from MSEDCL.

Annualized Input Rate applicable for the year as per Annexure-7

TIRy= ABRy / ABRp.se oo,

g Ratio applicable to the billing period, calculated ag ratio of Prevailing
illing Rate (&BR) for that billing period as applicable to all Consumers in
use Area (ABRy) and Average Billing Rate (ABRpase Year) as applicable to all
Consumers in the Franchise Area in Base Year. Average Billing Rate shall be

of the revenue for Input Energy for units supplied to the Distribution Franchisee in the
Tespective calendar month, Approved Tariff for this purpose shall mean the HT/ LT
fariff and the applicable FOCA approved by MERC
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shall be based on the change of tariff as applicable to all the L
IS In the Distribution Franchisee Area.
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Wheeling Charges applicable to energy procured over and above the
burchased from MSEDCL for the fortnight computed as per MERC
ns (Regulation Pertaining to open access applicable )

the Electricity Duty recovered (collected) from the consumers as per
Law (Bombay Electricity Duty Act, 1958) during the billing period.

Tax on Sale of Electricity recovered (collected) from the consumers as
e Law during the billing period

ity Deposit collected for new connections issued during the period
1ation has been received as per Article-13.]1

Ity leviable on the Distribution Franchisee for delay on account of
yments and shall be computed @18% per annum quarterly compounded
anding amount.

=d separately & amount so collected by the Distribution Franchisee from the
SIS of the franchisee area shall be remitted Separately to MSEDCL on
Zon basis till its existence

CARPDy: is the Credit available to the Distribution Franchisee for incentive on
it of arrears from the Permanently disconnected Consumers collected and

ted to MSEDCL during this billing cycle and shall be computed as below:

accox

CARPDgr=0.25X ARPDgy
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S on account of bPermanently disconnected
collected and remitted by the Distribution
€e to MSEDCL, during this billing cycle. This incentives sha] be applicable

“ISLtwo years from the effective date.

S is the subsidy provided to subsidised Consumers in the Franchise Area for which
SRergy bills have been Taised to Consumers during this period.

claim to MSEDCL on completion of a month. The same shall be audited by MSEDCL,
and provisional credit shall be allowed in the Successive month’s invoices
accordingly. However, this shall be subject to final audit by the Independent Auditors

7.1.3 Weekly Invoice

Subsequent to the third invoice, MSEDCL shall raise weekly invoices commencing
from the first of every calendar month and for the remaining period in the calendar
month for which the third invoice has been issued. However, the invoice for the fourth

| No.of daysinthe ° Duration o.f the last No. of days billed
| month Invoice
R
{ 31 227¢ Day-31%t Da 10
30 22" Day-30% Day 9

29 2

2" Day- 29% Day

227 Day-28" Day




NAGPUR DISTRIBUTION FRANCHISE AGREEMENT DF-3/2009-10

Weekly Invoice to be raised by MSEDCL on the Distribution Franchisee shall be
calculated as below:

Weekly Invoice= (RIEw + WCy + EDgy, + TOSEy + SDNyw + P + TTCy)) - (Sy +
CARPDgy + CARCLyy)

be computed as below:

RIEwy=EIy X AIRy X TIRy

%= Energy input in the Franchise Area during the week, which shall be the
urchased from MSEDCL.

Annualized Input Rate applicable for the year as per Annexure-7

TIRx= ABRy / ABRzace vear

Indexing Ratio applicable to the billing period, calculated as ratio of prevailing
Billing Rate (ABR) for that billing period as applicable to all Consumers in
hise Area (ABRy ) and Average Billing Rate (ABRBase year) as applicable to all

Temporary Tariff Component (TTC), which is introduced by regulator as a temporary
10 recover any extra charges viz. extra Tecovery of RGPPL, Zero Load
edding (ZLS) charges etc. or any other component of such nature introduce in
ure and shall not be the part of regular tariff component, Such component shall not
n info account in calculation of ABR. However, temporary tariff component.
&S SXlIa recovery on account of RGPPL and ZLS etc. or any other charges ]

2B o\ Sated separately. The amount so collected by the Distrij
: SN lectricity Distribution Co. Led, [M/s. Spanco Ltd. |
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! om the consumers of the franchisee area shall be remitted separately to
MSEDCEL on collection basis till its existence.

Indexation shall be based on the change of tariff as applicable to all the HT/LT
MSEDCL consumers in the Distribution Franchisee Area.
For the purpose of computation of indexation ratio, Average Billing Rate (ABR) as
L to all MSEDCL Consumers in Distribution Franchisee area for the base
year shall be Rs. 4.27 Per unit. This figure is fixed for fifteen (15) year. The ABR of
sive months (i.e. during DF’s operation’s period) after Effective date shall be
i by a reputed Independent Auditor once in a year, for the entire period of
- The auditor’s fee for such audit shall be shared equally by the DF and
dependent Auditor's report shall be binding on both MSEDCL and
istribution Franchisee,

WCys = Wheeling Charges applicable to energy procured over and above the
quantity purchased from MSEDCEL for the Month computed as per MERC regulations
(Regulation Pertaining to open access applicable )

Electricity Duty recovered (collected) from the consumers as per
cable Law (Bombay Electricity Duty Act, 1988) during the billing period

TOSEy is the Tax on Sale of Electricity recovered (collected) from the consumers as

€T applicable Law during the billing period

uring the pericd

penalty leviable on the Distribution Franchisee for delay on account of
Payments and shall be computed @18% per annum quarterly compounded
utstanding amount.

the Temporary Tariff Component, which is introduced by regulator as a
measure to recover any extra charges viz. extra recovery of RGPPL, Zero
edding (ZLS) charges etc. or any other component of such nature introduce in
and shall not be the part of regular tariff component. However, TTC shall be
& amount so collected by the Distribution Franchisee ﬁorgf‘fﬁ
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consumers of the franchisee area shall be remitted separately to MSEDCL on
collection basis till its existence.

CEARPDgy; is the Credit available to the Distribution Franchisee for incentive on
account of arrears from the Permanently disconnected Consumers collected and
remitted to MSEDCL during this billing cycle and shall be computed as below:

CARPDgw=0.25X ARPDgry

Where ARPD.y is the amount of arrears on account of permanently disconnected
prior to the Effective Date collected and remitted by the Distribution
to MSEDCL during this billing cycle. This incentives shall be applicable
Two years from the effective date. Applicability of such credits governed by

Article 8.

CERCLzyw is the Credit Available to the Distribution Franchisee for incentive on
account of arrears from the current live Consumers collected and remitted during this
b g cycle and shall be computed as below:

CARCLgy=0.1X ARCLgy

= Is the amount of arrears on account of current live Consumers,
1ed three months prior to the Effective Date collected and remitted by the
stribution Franchisee to MSEDCL during this billing cycle. This incentives shall be
applicable for first two years from the effective date. Applicability of such credits

Sw is the subsidy provided to subsidised Consumers in the Franchise Area for which
Snergy bills have been raised to Consumers during this period.

Treatment for Subsidy:- Distribution Franchisee shall submit a consolidated subsidy
claim to MSEDCL on completion of a week. The same shall be audited by MSEDCL
provisional credit shall be allowed in the successive month’s invoices
rdingly. However, this shall be subject to final audit by the Independent Auditors
In due course of time and the Audited figure shall be the binding on both the parties.

]

~
N

-1.4 The consumer bill proposed to be distributed by the Distribution Franchisee

frlumBAl® )
4 J
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1.2

indicate “M/s. Spanco Limited” is authorised Distribution Franchisee of
“Maharashtra State Electricity Distribution Company Ltd.”

Payment

Distribution Franchisee shall make the payment to MSEDCL in the following
manner:

(3]

58}
(%)

(8]
K

)
&}

[N
00

Distribution Franchisee shall maintain a record of total amount collected from
Consumers against HT/ LT energy billed, security deposit, Temporary Tariff
Component, other component as indicated in Annexure 15, taxes & duties
levied as applicable and intimate the same to MSEDCL as per Article 13.

Distribution Franchisee shall make the first payment within a week of first
invoice raised on 3lst day from the Effective Date corresponding to the
Snergy input between first day and thirtieth day from Effective Date.

Distribution Franchisee shall make the second Payment within a week of
second invoice raised on 46th day of operation from the Effective Date
corresponding to the €nergy input between 31st day and 45th day from
Effective Date.

Distribution Franchisee shall make the third payment within a week of third
ice raised on 61st day of operation from the Effective Date corresponding

to the energy input between 46th day and 60th day from Effective Date.

. MSEDCL shall raise weekly invoices as above and Distribution
lisee shall make the Payments within a week of receipt of such invoice.

I any of the due dates is a public holiday, the Payment shall be remitted on
the next working day of MSEDCL.

The Distribution Franchisee may be required to provide credit to some HT/ LT
Consumers under relevant Directives/ Orders/ Policies of MERC, if any.

be apportioned between MSEDCL and the Distribution Franchisee on the
basis of a mutually agreed formula. However additional surcharges, if any,
shall be remitted to MSEDCL along with the regular payments. The contractual
provisions for open access apply to those customers that come up after the
effective date.

Distribution Franchisee shall collect and remit to MSEDCL, the arrears
(receivable) from current live Consumers accrued in last one month prior t
Effective Date within three months of Effective Date in accordance w
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0 Distribution Franchisee shall collect and remit to MSEDCL, the arrears
~ (receivable) from current live Consumers accrued for the duration between

three months ang one month prior to Effective Date within six months of
Eiective Date in accordance with Article-8.5.

7.2.11 Upon Tecovery of the arrears, Distribution Franchisee shall, within 7 (seven)
b days, provide the details of collection and make such Payment to MSEDCL,
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account of reconciliation as per Article-9 and 10.
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MSEDCL shall give credit to the Distribution Franchisee for the outstanding
- credit balance of Consumers as determined in the joint audit Process, upon
he Distribution Franchisee providing such credit to Consumers. The credit
1l be provided in the subsequent invoice raised by MSEDCL and shall be
- subject to appropriate documentation.

~ 71.2.16 Any delay in payment to MSEDCL after due date shall attract a Ppenal interest
of 18% per annum quarterly compounded.

7217 mecase ofa shortfall or default in Payment by Distribution Franchisee against
& the payment obligation as per earlier Article, MSEDCI, may recover such
amount by invocation of standby L/C given by the Distribution Franchisee to

Secure performance guarantee.

Distribution Franchisee shall be responsible for bayment of all taxes, duties,
and statutory /local levies arising as a result of commercial transaction under
this contract. MSEDCL shall not be responsible for any tax related liability.
i However, any change in taxes/ duties/ statutory levies can be collected from

"
8]
-
w

7.2.13 The money collected by the Distribution Franchisee shall be adjusted against
- the current billing of Distribution Franchisee, Distribution Franchisee arrears
(which refers to arrears that arose during the term of the Franchi
i £greement) and MSEDCL arrears (which refers to arrears that arose pri
Qe Electricity Distribution Co. Ltd, 1M/s. Spanco Ltd, |
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the Effective date) in that order. However, the Distribution Franchisee shall
niot be permitted to keep any advance amount without adjusting against al]

by the consumer against a bill is more than his current bill amount and the
arrears of the Distribution Franchisee, then the balance amount, after
adjusting the current dues and DF arrears, shall be adjusted against the
arrears of MSEDCL.

7.2.20 DF shall be the sole party responsible for ensuring supply of energy to and
collection of bills from all consumers, MSEDCL does not intend to exempt
any category of consumers including state and central government from such
Tesponsibility of the DF.

Spanco Ltd. |

[Maharashira State Electricity Distribution Co. Lid.
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ARTICLE 8: ARREARS

8.1

8.2

8.3

8.4

8.6

Arrears have been classified in two categories:
a) Arrears from connected live Consumers and

b) Arrears from Permanently Disconnected (PD) Consumers

The comnected live Consumers are those, which are currently legally
connected to the distribution network of the Franchise Area. Whereas
permanently disconnected Consumers are no longer comnected with the
distribution network.

Distribution Franchisee should maintain separate accounts for collection from
arrears and collection on account of demand to Consumers for electricity
supplied from the Effective Date. MSEDCL shall transfer the right to collect the
arrears to Distribution Franchisee on the Effective Date and the Distribution
Franchisee and MSEDCL shall unfailingly follow the procedure attached at
Annexure 8 for collection of arrears.

Distribution Franchisee shall be liable to collect the arrears from current live
consumers accrued in last one month on account of charges for usage of
slectricity prior to Effective Date. These arrears shall be collected and
remitted to MSEDCL by Distribution Franchisee within three months of
ctive Date. The Distribution Franchisee shall collect and remit amount at
ivalent to 100% Collection Efficiency including the amount already

Distribution Franchisee shall also be liable to collect the arrears from current
live Consumers accrued for the duration between three months and one
month prior to Effective Date on account of charges for usage of electricity
prior to Effective Date. These arrears shall be collected and remitted to
MSEDCL by Distribution Franchisee within six months of Effective Date. The
Distribution Franchisee shall collect and remit amount at least equivalent to
100% Collection Efficiency including the amount already recovered.

Distribution Franchisee shall make best endeavour to collect the arrears from
current live Consumers accrued before three months on account of charges
for usage of electricity prior to Effective Date. MSEDCL shall offer an incentive
to Distribution Franchisee towards collection of such arrears @ 10% of total
amount net of taxes and duties recovered from Consumers. However, the
collection from current live Consumers may first be appropriated towards
cwrrent bill and then towards the arrears. MSEDCL shall not share any
SIpenses, costs incurred by the Distribution Franchisee for such recovery.
Such incentive shall be offered only for arrears collected within the first two
contract years after the Effective Date.
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Tansferred to Distribution Franchisee for recovery. The responsibility to

Tecover such arrear shall rest with MSEDCIL,

8.10 Upon Tecovery of the arrears, Distribution Franchisee shall, within 7 (seven)
days, provide the detail of collection and make such bayment to MSEDCL.

8.11 Upon expiry / termination, Distribution Franchisee shall not transfer to
MSEDCL any arrears accrued during the term Sxcept the arrears accrued in
last one month prior to the €Xpiry / termination date of this agreement

months prior to the Expiry Date from current live Consumers and @ 25% of
arrears recovered net of taxes and duties from bermanently disconnected
Consumers to MSEDCL.

Franchisee shall provide periodic information on status of permanently
disconnected Consumers. Further, there shall be a joint inspection of
Permanently disconnected Consumers at quarterly intervals with a
methodology which shall be jointly decided. If at any stage, such a connection

2.14 Notwithstanding anything contained herein, the legal rights of MSEDCL to
recover the outstanding arrears from the Franchise Area shall also survive the

Term of this Agreement.
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8.15 N otwithstanding anything contained herein

'1’Maziaz=i‘s§?;a‘.s"la"t§ Electricity Distribution Co. Ltd. | M/s. Spanco Ltd. |
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ZRTICLE 9: PROVISION FOR SUBSIDY

ddition to the provisions stated in Article 7, the Subsidy shall be governed by the

8.1 The Government of Maharashtra (GoM) presently offers subsidy on electricity
tariff in certain Consumer categories, as approved by MERC, which is directly

8.2  The Distribution Franchisee shall facilitate MSEDCL in raising the claim on
account of electricity supplied to subsidised Consumers in Franchise Area of
subsidy from GoM by way of assisting in furnishing information and necessary
documentation.

9.3 The Distribution Franchisee shall submit the statement of subsidy claims with
the detailed records of the Consumers eligible for subsidy after verifying the
accuracy and admissibility of each Consumer included in the same.

8.4 MSEDCL shall provide credit to Distribution Franchisee for subsidy claim
towards supply of power to subsidised Consumer category in Franchise Area
I the respective Invoices as per Article-7. However, a reconciliation of
shall be carried out every three months.

th

9.5 puted Independent Auditor appointed by the mutual consent of MSEDCL
Distribution Franchisee, shall audit the claim for Subsidy raised by the
n Franchisee on half yearly basis as mentioned in 9.4 above. The
f Audit shall be shared equally by both the parties. Notwithstanding
above, Distribution Franchisee shall allow the Covernment Auditors to

9.6 In the event of partial or complete withdrawal of subsidy by GoM on
subsidized Consumer categories during the term of this Agreement,
Distribution Franchisee shall be responsible for collection of such subsidy
amount withdrawn by the GoM from the subsidised Consumers through
modified tariff as specified by MERC.

8.7  In the event of subsidy defaults by the GoM, the Distribution Franchisee shall
comply with MSEDCL policy directives for such events. Such MSEDCL policy
directives shall be with prospective effect and shall be applicable across the

MSEDCL licence area.
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ARTICLE 10: ELECTRICITY DUTY, TOSE AND TTC

ddition to the provisions of Article 7, the Electricity Duty shall be governed as

10.1 The Distribution Franchisee shall establish Separate accounting for Electricity
Duty Lability as per provisions of Bombay Electricity Duty Act’ 1958, A
reputed Independent Auditor shall be appointed by the mutual consent of
MSEDCL and the Distribution Franchisee to get the audit of Electricity Duty
leviable by the Distribution Franchisee on half yearly basis. The fees for this
Zudit shall be shared equally by both the parties.

10.2 ;‘Iorfnimsianding the above, Distribution Franchisee shall allow the
Government Auditors to verify the particulars or details provided for payment
of Electricity Duty. The amount of Electricity Duty determined by the
Government Auditor shall be final and binding.

10.3  The Distribution Franchisee shall collect and remit the amount (collected) on
account of Electricity Duties to MSEDCL as per Article-7

10.4 Any change in taxes and duties as notified by GoM, shall be adjusted
ropriately and paid to MSEDCL in addition to the Distribution Franchisee’s
yment obligation computed as Article 7.1

ovisions of Article 7, the Tax on Sale of Electricity (TOSE) shall be

Distribution Franchisee shall establish separate accounting for TOSE
&S per provisions of Sale Tax Act. & reputed Independent Auditor shall

Darties.

10.8 The Distribution Franchisee shall collect and remit the amount (collected) on
account of TOSE to MSEDCL as per Article-7

10.7 Any change in taxes and duties as notified by GoM, shall be adjusted
Ppropriately and paid to MSEDCL in addition to the Distribution Franchisee’s
ayment obligation computed as Article 7.1

'tf

tion fo the provisions of Article 7, the Temporary Tariff Component (TTC) shall
De governed as below:
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to get the audit of TTC leviable by the Distribution Franchisee on half yearly
-~ basis. The fees for this Audit shall be shared equally by both the parties.

- 10.8  The Distribution Franchisee shall collect and remit the amount (collected) on
account of TTC to MSEDCL as per Article-7

10.10 This component’s nature may change in future as per MERC’s directive. In
such case is treatment may be changed accordingly.

=l

*
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ARTICLE 11: PERFORMANCE GUARANTEE

£s provisioned in the Article-2.1.1 of this Agreement, the Distribution Franchisee
submit and maintain valid for the term of this Agreement, a performance
naraniee to the satisfaction of MSEDCL in the form of an irrevocable and
unconditional Standby Letter of Credit (I/C) from any nationalized bank or ICICI
bank, IDBI bank, Axis bank, HDFC bank for an amount equivalent to two months’
mated amount payable to MSEDCL by Distribution Franchisee based on twice the
monthly average of energy input at Input Points in Franchise Area i in the Base Year
i _:>_1t Rates quoted by the Distribution Franchisee for first year of Franchisee
he Standby Letter of Credit must state that the Bank shall not require any proof
'a.'*cn to the written demand by MSEDCL in order to make the payment and that

ent will be made immediately in accordance with the remittance instructions
ed in such demand to such account in Mumbai as may be specified by the

h at the time a demand for payment is made.

tandby Letter of Credit shall be governed as below:

11.1 The Standby Letter of Credit is to be furnished as on the Effective date so as to

provide unconditional security for various payments and performance due
under the Distribution Franchise Agreement. The Standby Letter of Credit
12ll be valid for a period of one year for first year of engagement thereafter it
1ewed (upward) on half yearly basis with validity of seven months.

ank Guarantee submitted by the successful bidder prior to acceptance of

of Intent shall also remain valid till sixty calendar days after the

11.2  The Distribution Franchisee shall renew the Standby Letter of Credit one
month before its expiry date and furnish the same to MSEDCIL, failing which
MSEDCL shall have the right to invoke the Standby Letter of Credit.

11.3 Within one week of beginning of next half year, the amount of the Standby

Letter of Credit shall be upgraded, based on average energy input in previous
half year and applicable Input Rates for the year as per Annexure-7. The said
ut rates shall be indexed as per the Tariff Indexing Ratio, as per Article 7.
wever, under no circumstances the amount of Standby Letter of Credit shall
be revised downwards.

11.4 MSEDCL may recover the outstanding payment after payment due date by
invoking the Standby Letter of Credit.

11.5 Distribution Franchisee shall, within one week of invocation of the Standby
Letter of Credit by MSEDCIL, restore the same to the level prior to invocation.

11.6 MSEDCL shall review the amount of the Standby Letter of Credit after one
Contract Year depending on the payment record of the Distrib

ectricity Distribution Co. Ltd. | M/s. Spanco Ltd. |
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ARTICLE 12: DEPUTATION OF MSEDCL EMPLOYEES

existing employees in the Franchise Area will be given an option to join the
ibution Franchisee on deputation.

12.1 MSEDCL will make a list of such employees who wish to be on deputation.
Thereafter, the Distribution Franchisee shall have freedom to choose from the
Lst of willing employees. The Distribution Franchisee will have a right to
accept/ reject without assigning any reason thereof.

12.2 MSEDCL employees on deputation with the Distribution Franchisee shall be
govemned by the Distribution Franchisee’s working terms and conditions.
However, the Distribution Franchisee shall make those terms and conditions
available upfront to all willing employees opting for deputation. For

loyees on deputation from MSEDCL, the employment terms and

conditions shall be MSEDCL’s terms & conditions of deputation as attached in

Annexure 9 would be applicable. Distribution Franchisee would have the

right to send any MSEDCL employee on deputation with the Franchisee back

to MSEDCL with one month’s notice to the MSEDCL without assigning any
reasons. Repatriation of employees to MSEDCL should ideally be in
ceptional cases and with due justification, such as major acts of misconduct

of employees on deputation would be borne by Distribution

The Distribution Franchisee will compensate the MSEDCL
on deputation with the Franchisee towards all the benefits available
to him/ her as per his/ her employment terms of MSEDCL such as monthly
salary, statutory contributions like provident fund and pension funds etc.
Distribution Franchisee will also be responsible for any liability arising on
account of fringe benefit tax and any other tax applicable on benefits of

2

MSEDCL employee on deputation with the Franchisee.

12.4 At the end of the period of deputation or the Franchise Agreement whichever

is earlier, the employees on deputation will return to MSEDCL. Such
ployees will not lose their seniority in MSEDCL due to deputation with the
Distribution Franchisee.

12.5 The Distribution Franchisee shall have the right to employ any number of
personnel on any terms and conditions (Distribution Franchisee’s Employees)
to discharge the day-to-day functions relating to distribution of power in
Franchise Area.

126 H ver, Distribution Franchisee’s employees shall not become either
Tmanent or contract employees of MSEDCL at any point in time during and
expiry of this agreement. The Distribution Franchisee shall expressly
y at the time of the appointment of an employee that he/she shag.«n"
Xt to claim employment with MSEDCL during the subsiste;
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Sven after the expiry of this Agreement. Only the persons expressly agreeing
to these conditions shall be employed by the Distribution Franchisee,

€mployees of the Distribution Franchisee and the Distribution Franchisee shall
indemnify MSEDCL in respect thereof.

Franchisee shall be liable for
payment of salaries, applicable allowances, deduction of taxes, provident

chisee against any and all losses, damages, costs, expenses, fines
benalties, interest, Judgments, or other liabilities on account of such claims.

[Mzkarashirs State Electricity Distribution Co. Ltd, |M/s. Spanco Ltd. |
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ARTICLE 13: REPORTING AND AUDIT

13.1 Reporting

) The Distribution Franchisee shall furnish to MSEDCL the following information
s as per schedule stated therein:

13.1.1 Distribution Franchisee shall be required to submit data regarding billing and

ction inclusive of electricity duty, Security Deposit collected on account
new connections. Distribution Franchisee shall provide consumer-wise
i 1ation in the format specified by MSEDCL detailing the billing, collection
all related information on a monthly basis every month by a mutually
agreed date. Such information shall be kept confidential by MSEDCL to the
extent possible and shall be used only under conditions of default by
Distribution Franchisee under the Distribution Franchise Agreement

13.1.2 For the initial stabilization period, such data shall be submitted as per
schedule below:

-~ : Days from . Information to be

. Effective Date | submitted on Day
) 1-27 30
a N I ez s
D P o
- 5860 63

-3 After the initial stabilization period, the above information shall be submitted
4 as per the respective billing cycle and shall be submitted to MSEDCL not
later than three days after the end of the billing cycle-as per Article-7.1.

13.1.4 Distribution Franchisee shall be required to update the asset register and
submit the same to MSEDCL on a quarterly basis.

2
0
o

Distribution Franchisee shall generate periodic Management Information
1 (MIS) and Monitoring Reports as required by MSEDCL and MERC in
ats enclosed at Annexure-10 and communicate them to MSEDCL through

mail according to the schedule given in article 13.

b.

yst

"

[(]

13.1.8 Distribution Franchisee shall submit detailed inventory status reports on an
annual basis for all inventories within the Franchise Area within 30 days after
the end of every year after the Effective date.
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All correspondence, Tecords, reports, presentations and other forms of
Y information developed by the Distribution Franchisee whether electronic or
physical, and required by the Licensee to continue operations, shall become
the property of MSEDCL upon Expiry/ termination subject to applicable
permissions. MSEDCL reserves, without limitation, the right to use

- this  Agreement elsewhere subject to applicable  permissions.
Notwithstanding the above, the Distribution Franchisee shall have the right to
retain copies of information, reports, correspondence, presentations
mentioned above.

13.1.11 MSEDCL Teserves the rights to introduce new KPIs (Key Performance
Indicators) for monitoring the performance of Distribution Franchisee

13.2  ZEugdit

Distribution Franchisee will allow for yearly audit of assets and inventories
within the Franchise Area by MSEDCL.

Distribution Franchisee will also allow yearly audit of the billing data
Including the system and database and Consumer service centers operated
within the scope of the Franchise Area.

F 13.23 MSEDCL may. at anytime during the subsistence of this agreement, authorise
any person(s) to inspect, verify and audit the required data and records for
pPurpose of verifying information received under this contract, and the
Distribution Franchisee shall be obliged to extend all cooperation, assistance
and facilities, as may be required, to such authorised person(s). i

icity Distribution Co. Ltd. | M/s. SpancoLtd.” |
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The audit of electricity duty, TOSE, TTC and claims for subsidy shall be
carried out as mentioned in Article 9 and Article 10. In addition, audit of

1325

MSEDCL reserves the right to conduct the physical verification of the
Distribution Assets belonging to MSEDCL at any time during the term of this
Agreement. However, assets created by Distribution Franchisee, under

Capex shall be audited by a reputed Independent Auditor on yearly basis as
per article 5.2.14

All the aforesaid audits/verifications shall be conducted by person(s) duly
uthorised for the specific purpose by the Agreement Representative.

W

in

1

Distribution Franchisee shall comply with all reporting formats and data
Tequirements prescribed by the Auditors.
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ARTICLE 14: INDEMNIFICATION

Indemnity

14.1 The Distribution Franchisee during the term of this Agreement shall indemnify,
defend and hold MSEDCL harmless against the following:

1£1.1 Anyacts of omissions/commission of Distribution Franchisee with regard to
the electricity services provided by MSEDCL. In such event Distribution
Franchisee shall have no claim for compensation, incentive or any other
claim against MSEDCIL,.

1412 Claims against MSEDCL made by any third party for any act of commission
Or omission by Distribution Franchisee, Distribution Franchisee shall
indemnify and hold MSEDCL harmless and compensate all the losses so
caused to MSEDCL. MSEDCL shall also be entitled to defend any action with
third parties at the cost and expenses of Franchisee,

14.1.3 An monetary obligations or losses or implications arising out of such action of
Distribution Franchisee in the nature of costs, expenses or damages.
MSEDCL shall have no liability in respect of loss of profit, loss of income, loss

ment or any other losses or damages suffered or arising out of or in

with existence of any defects whether latent or apparent in

y network and the obligation of Distribution Franchisee to provide

ervices shall remain unaffected thereby.

on all the employees of MSEDCL on deputation against any loss/
lication arising out of the actions of Distribution Franchisee.

14.1.5 Non-payment of all taxes, duties, and statutory/ local levies arising as a result
of this commercial transaction as required under Article 7.

1416 Non-compliance of the Laws, Regulations, Orders and Directives of MERC by
the Distribution Franchisee.

1417 Any penalty imposed on account of non-compliance as stated hereinabove.

Indemnification shall survive the term of this Agreement.

14.2 MSEDCL shan indemnify, defend ang hold the Distribution Franchisee
harmless against:

£.2.1 Acts of commission Or omission in the Franchise Area by MSEDCL prior to

the Effective Date of this Agreement.
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years). However, such indemnity shall be limited only to legally
established claims as per MSEDCL’s prevailing norms

Procedure for claiming indemnity
Third party claims

14.2.2 (a) Where either party is entitled to indemnification from the other
Party pursuant to Article 14.1 o Article 14.2, it shall Promptly notify the
other party of such claim, Proceeding, action or suit referred to in
Article 14.1 or Article 14.2 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,
Pproceeding, action or suit. The indemnifying barty shall be liable to
settle the indemnification claim within thirty [30] days of receipt of the
above notice. Provided however that, if:

(&) the Parties choose to contest, defend or litigate such claim,
action, suit or proceedings in accordance with Article 14.2.2(b)

(i) the claim amount is not required to be paid/ deposited to such
third party pending the resolution of the dispute,

indemnifying party shall become liable to pay the claim amount to
mnified party or to the third party, as the case may be, promptly
i 7ing the resolution of the dispute, if such dispute is not settled in

favour of the indemni.fyi_ng party.

h 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 Prompt notice of its
intention to assume control of the defence, and employs an
independent legal counsel at its own cost.
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ARTICLE 16: EVENT OF DEFAULT AND TERMINATION

16.1

Distribution Franchisee Event of Default

The occurrence and continuation of any of the following events unless any
such event occurs asa Tesult of a Force Majeure event or 3 breach by MSEDCL
its substantial obligations under this Agreement, shall constitute a Distribution
Franchisee event of default. Substantial obligations would include all such
obligations as envisaged in the Distribution Franchise Agreement.

! Critical Event of Default

obligations under the Agreement;

m

Failure on account of Distribution Franchisee to make bayments as per
Article- 7 of this Agreement;

b Failure to submit in time the Information Report as per Article
13.1.1,13.1.2 and 13.1.3;

¢ Failure to maintain a performance guarantee as per the Article 11 of

this Agreement.

d Fallure to maintain minimum service quality/ safety standard due to
inadequate network investments.

16.1.1.2 The other Critical Events of Default are:

a. The Distribution Franchisee has engaged in a corrupt Practice or/ and
fraudulent bractice in competing for €xecuting the contract.

b. A resolution for winding up has been Passed by the majority
shareholders of the Distribution Franchisee.

c. The Distribution Franchisee is declared insolvent or bankrupt.

f

The Distribution Franchisee has unlawfully repudiated this Agreement
or has otherwise Sxpressed an intention not to be bound by this

- Any representation or warranty made by the Distribution Franchisee
during the term of the agreement is found to be false and misleading.

[0

L. The Distribution Franchisee is indulging in any malpractice or corrupt
practice or fraudulent practice(s).
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g. Sale of Input €nergy in the Franchise Area to any party outside the

Franchise Area.

16.1.2 Non-critical Event of Default

Non-critical Event of Default by the Distribution Franchisee shajl mean
failure or refusal by Distribution Franchisee to perform the following
obligations under the Agreement:

m
[S)

Failure to submit periodic performance report (compn'sing Billing and
Collection Teport, updation of Assets Register on monthly basis, Energy
audit report) to MSEDCL after a stabilization Period of two months from
Effective Date.

18.1.2.2 Reporting inconsistencies in €nergy/ revenue accounting, if observed
during periodic/ unscheduled inspection,

0 comply with any terms and conditions, as applicable under this
Agreement for 3 consecutive period of thirty (30) days.

- »
\
wm
o
o

Tsistent non-compliance of MERC’s “Electricity Supply Code and Other
Conditions of Supply” as approved and modified from time to time after the
first Contract Year. Persistent would mean repeated non-compliance of any
of terms of MERC’s “Electricity Supply Code and Other Conditions of Supply
for a continnous period of three months,

._‘
o
o~
)
oY

Failure to deposit statutory payments of MSEDCL’s Deputationist employees
within the stipulated period.

ot
%)

)

-1 Failure on account of Distribution Franchisee to comply with all the relevant
labour laws applicable to MSEDCL’s Deputationist employees.

K any of the above is in default for a period of more than 60 days, it shall
become a Critical Event of Default as per Article 16.1.1.2 (h)
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16.2 MSEDCL Event 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
Distribution Franchisee of its substantial obligations under this Agreement,
shall constitute a MSEDCL Event of Default:

a) Critical Event of Default

MSEDCL does not ensure the supply of power up to 90% of entitled pro-rata
quantity as per article 5.4.1 to Distribution Franchisee of acceptable quality
standards for a period of six days in a calendar month.

b) Non-Critical Event of Default

Breach of Any other material terms and conditions, as applicable under
this Agreement for a consecutive period of thirty (30) days. If the default
continues for a period of more than 60 days, it shall become a Critical
Event of Default.

18.3 Termination Procedure for Event of Default by Distribution Franchisee

-1 On the occurrence of any Event of Default, or its coming to notice of MSEDCL,

I}
o)

o

ISEDCL shall issue an Event of Default notice to the Distribution Franchisee.

tribution Franchisee shall eliminate such Event of Default and mitigate
quences of such Event of Default within a period of 15 days for Event of
Detault cited at 16.1.1 and 60 days for Events of Default cited at 16.1.2.

[
)
o
[

3 In case the Distribution Franchisee is unable to eliminate/ mitigate the

consequences of Event of Default within the period stipulated at 16.3.2 a
iminary notice of termination may be served by MSEDCL to the
ibution Franchisee, elaborating the event of default by Distribution
Franchisee.

SN

sfault is not cured within a period of thirty days from the date of issue of
preliminary notice of termination as provided in Article 16.3.3, this
Nt may be terminated after serving the final termination notice to the

S It is expressly agreed that both the parties shall continue to perform their
spective obligations until the serving of final termination notice, whereupon
Agreement shall terminate on date of such notice.

6 -in rights after serving the final termination
\ notice. The Distribution Franchisee shall be obliged to extend transitio;

icity Distribution Co. Ltd. 1075, Spanco Ltd. |




15.4 Termination Procedure for Event of Default by MSEDCL

16.4.1 Onthe occurrence of Event of Default by MSEDCL, the Distribution Franchisee
shall issue an Event of Default notice to MSEDCL.

€ period stipulated at 164.2, a preliminary notice of
{ermination may be served by the Distribution Franchisee to MSEDCL,
elaborating the Event of Default by MSEDCL.

assistance for a Period of 30 days from the serving of such Final termination
» failing which the costs and expenses incurred by MSEDCL on the
account of non-provision of such assistance b

16.5 Consequences of Termination

Consequences of Termination for Distribution Franchisee’s Event of
Default
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b) MSEDCL shail have right to invoke the Standby Letter of Credit (Performance
Guarantee) to make good any shortfall.

¢) MSEDCL unconditionally reserves the right to claim from Distribution
Franchisee any costs, expenses or loss that it may have incurred by reason of
breach of failure on the part of Distribution Franchisee to observe and perform
any of the terms and conditions of the agreement.

On termination of this Agreement however occasioned, the Distribution
Franchisee shall forth with deliver to MSEDCL all papers including the forms

&

'sIms of this Agreement or otherwise.

€) The Distribution Franchisee shall furnish a certificate of Non encumbrance to

claim the amount due to him a8 per provisions of Article-5.

16.52 Consequences of Termination for MSEDCL’s Event of Default

Without prejudice to the other rights of Distribution Franchisee in case of
termination, MSEDCL shall pay all the dues payable to Distribution

franchisee on the date of termination.

16.6 StepIn Rights of MSEDCL

18.8.1 Step In Rights in case of Event of Default after serving of Final
Termination Notice

1. MSEDCL orits Designate(s) shall be entitled to immediately enter any and/ or
all of the Site(s) and operate the Distribution System and collect revenues due
from Consumers.

[}

the Standby Letter of Credit furnished
T all its dues and outstanding amounts.

()

Distribution Franchisee shall transfer all the Fixed Assets brought in as a
of the New Capital Expenditure in the Franchise Area in accordance with
t 5.

18.6.2 Step In Rights in the Event of Abandonment and Event of Major Incident
by the Distribution Franchisee

1. MSEDCL orits Designate(s) shall be entitled to immediately enter any and/or
all of the Site(s) and operate the Distribution System.
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2

o8]

[

o1

o

16.6.3

(83
(&3]
s

MSEDCL shall have a right to terminate the Agreement.

MSEDCL shall issue a take-over notice to the Agreement Representative and
serving of such notice shall be treated as a deemed takeover of operations by
MSEDCL.

MSEDCL shall invoke the Standby Letter of Credit furnished by the
Distribution Franchisee.

- All Current Assets of the Distribution Franchisee in the Franchise Area shall

stand transferred to MSEDCL

A1l Capital (Moveable and Immoveable) Assets of the Distribution Franchisee
brought in the Franchise Area in accordance with Article § shall stand
transferred to MSEDCL

owever, the liability of meeting the repayment obligations on account of
fnancing arrangements for such assets shall lie with the Distribution
Tanchisee.

o

"y

Step In Rights of MSEDCL in the Events of Partial Disruption of electric
supply services

In case of disruption of electric supply services in any part of the Franchise
leading to severe public inconvenience, MSEDCL shall have a right to
the Franchise Area and restore electric supply services. The costs and
es incurred for restoration by MSEDCL shall be borne by the
Distribution Franchisee

Step-in Rights of MSEDCL in the Event of Major Incident

-

In case of an event of Major Incident as defined under the Agreement,
MSEDCEL shall have a right to step in the Franchise Area and take appropriate
ion. The costs and expenses incurred by MSEDCL in connection with the
shali be borne by the Distribution Franchisee. If the major incident is
© the willful negligence or deliberate actions of the Franchisee, MSEDCL
have a right to terminate the Agreement in accordance with Article

gotricity Distribution Co. Ltd. |M/s. Spanco Ltd. |






16.8.1 The Termination Payment to the Distribution Franchisee sha]] consist of the
following:

=

2) Depreciated Value of capital assets worked out ag per Article-5.2;
b) Value of current assets worked out as ber Article-5.3;

©) Arrears accrued in the last one-month prior to termination as per Article-
8.12
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Franchisee,
16.83 The balance bPayment on account of capital assets after accounting for

m
53}
[
™

MSEDCL shall furnish to the Distribution Franchisee a bank gJuarantee for an
amount equivalent to the depreciated value on the Termination date, of
Distribution Assets added by the Distri

(D  Such Assets have been physically verified by the Joint Audit Team of

after Termination of the agreement. In case of shortfalls, the non-
disputed amount shall be released promptly.

() The Distribution Franchisee has furnished a Certificate of Non-
encumbrance issued both by the Franchisee as well as its bankers in
respect of such Distribution Assets.

(i) The title and Dossession of such assets has been transferred to
MSEDCL.

The payment for current assets due to the Distribution Franchisee shall be
Teleased not later than 60 days from Termination date.

ctricity Distribution Co. Ltd. |M/s. Spanco Ltd. 1
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bank guarantee shall be encashable by Distribution Franchisee, if such
jointly agreed payment is not released within a period of 90 days from
Termination.

._.
@
o4
1

All the above payments shall be released after deductions on account of any
outstanding amount towards MSEDCIL, if any

16.8 Mode of Termination Payment in case of Distribution Franchisee Event of
Default

28.8.1 The Termination payment to the Distribution Franchisee shall consist of the
following:

a) Depreciated Value of capital assets worked out as per Article-5.2.
b) Value of current assets worked out as per Article-5.3.

£ITears accrued in the last one-month prior to Expiry as per Article-8.12.

8}

An amount equal to 50% of the depreciated value of capital assets on

lination date worked out as per the audit conducted at the end of last
year shall be released to the Distribution Franchisee not later than
from the Termination Date upon furnishing of a certificate of non-
Tance by the Distribution Franchisee.

\
o

©
(]

The balance bayment on account of capital assets after accounting for
deviations shall be released on completion of physical verification and
auditing but not later than 60 days from Termination Date.

16.8.4 The payment for current assets due to the Distribution Franchisee shall be
released not later than 60 days from Termination date.

16.85

The payment for arrears accrued in the last one month prior to expiry shall
be released not later than 90 days from the Termination date.

All the above payments shall be released after deductions on account of any
outstanding amount towards MSEDCIL, if any.
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ARTICLE 17: GOVERNING LAW AND DISPUTE RESOLUTION

17.1. Governing Law

17.1.1 This Agreement has been executed and delivered in India and its
Interpretations, validity and performance shall be construed and enforced i
accordance with the laws of India and also the laws applicable to the State of
Maharashtra. The laws applicable to the Agreement shall be the laws in force
in India.

={.1.2 Any dispute arising out of compliance/ non-compliance of this Agreement
shall be exclusively under the jurisdiction of court at Mumbai

T Party shall be entitled to raise any dispute or differences of whatever
Rature arising under, out of or in connection with this Agreement including its
Sxistence or validity by giving a written notice to the other Party, which shall

@) The details of the Dispute;

(1) The grounds for such Dispute; and

(@) An documenta.ry evidence in support of its claim.

~

the other Party shall, within thirty (30) days of Teceipt of dispute notice issued
under Article 17.2. 1, furnish:

[\S)
i8]

Counter-claim and defences if any regarding the Dispute; and

Al documentary evidence in support of its defences and counter-claim.

o
)
o
[¢]
53
&

< parties shall constitute a Permanent Dispute Resolution Body having
Squal representation from each of the parties. The disputes or differences

SIng under this Agreement shall be referred for Tresolution to this body,
which shall communicate its decision within thirty (30) days.
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Arbitration and Conciliation Act, 1996 by a panel consisting of three
arbitrators.
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Z The language of the arbitration shall be English. The venue of Arbitration
2 shall be Mumbai.
1728 The arbitration award shall bein writing. The arbitrators shall also decide on

1
N
0

agree that the award of the arbitrators shall be final and binding

-2.11 Both the parties shall continue to perform their respective obligations during
5 the conduct of the Dispute Settlement Procedure.

17.3 Disputed Payments

17.3.1 An invoice raised by MSEDCL in terms of Article-7 can be disputed by the

Distribution Franchisee; however, the Distribution Franchisee shall remit
~ the payment under protest against the same to MSEDCI within the
stipulated time. Cases of excessive billing, if any, during the last three
months shall be jointly identified by the MSEDCL and Distribution
Franchisee and shall be referred to the Agreement Representative of

MSEDCL.

In case the dispute is resolved in the favour of the Distribution Franchisee,
£ MSEDCEL shall within 7 days of settlement of such dispute refund the excess

amount along with an interest of 12% Per annum on this amount, for a
- period from the date of remission of payment by the Distribution Franchisee
- e date of refund of the excess amount.
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The information submitted by Distribution Franchisee and forming a basis
for the Invoice can also be disputed by MSEDCL.

17.34 In case the dispute is resolved in the favour of MSEDCIL, the Distribution
Franchisee shall within 7 days of settlement of such dispute refund the
additional amount along with an interest of 12% per annum on this amount,
for a period from the date of remission of corresponding payment by the
Distribution Franchisee and the date of Temittance of the additional amount.

17.4 Severability

empted by central or state laws,
of this Agreement shall not be

“ature course of action.
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ARTICLE 18: FORCE MAJEURE

18.2

No Party shall be liable to the other Parties if, and to the extent, that the
periormance or delay in performance of any of its obligations under this

occurrence of any event of force Majeure including acts of God, acts of any

beyond the parties control, which cannot be reasonably forecast or
prevented, thereby, hindering the performance by the parties of any of their
Ligations hereunder. The Party claiming an event of force majeure shall
bromptly notify the other Parties in writing, and provide full particulars of the
Cause or event and the date of first occurrence thereof as soon as possible
T the event and also keep the other Parties informed of any further

slopments. The Party so affected shall use its best efforts to remove the

(S
o

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
10Ty or regulatory requirement or to obtain necessary approvals shall not
deemed to be a force majeure situation. A condition of force majeure shall
not relieve any Party of any obligation due under this Agreement prior to the
svent of force majeure.

< event of a prolonged event of F. orce Majeure (continuing for a period of

than 180 days) a preliminary notice of termination may also be issued by

T Party leading to the termination of the Agreement. The payment
mechanism for this case shall be the same as described in Article-16.7.
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ARTICLE 19: CLEAN DEVELOPMENT MECHANISM (Cbm)

18.1 Distribution franchisee may note that the Project may qualify for “carbon
finance” through Clean Development Mechanism (“CDM”) of UNFCC or any
other carbon rading mechanism namely EU-TS etc resulting in additional
TSvenue sitream in terms of Certified Emission Reductions (‘CERs’).

18.2 Distribution franchisee will have to implement necessary metering mechanism
of carbon credit in DF area.

18.3 Distribution franchisee has to obtain required CDM certification and approval
from necessary certifying authority and has to pay all the expenses incurred in
:'mplemenﬁng CDM in DF area. MSEDCL will not be liable to pay for any
Sxpenses in this regard.

18.4 Distribution Franchisee has to share 50% of revenue stream resulting from the
“CDM” benefits with MSEDCL, after deducting any capital expenditure
including cost incurred towards application to the appropriate authority.

v . Distribution Franchisee shall obtain approval from MSEDCL on the
Sstimated expenditure prior to application for CDM benefits.

1 € quoting Quoted Tariff, However, it may be noted that
EDCL does not take any responsibility or liability on this account
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ERTICLE 20: MISCELLANEOUS PROVISIONS

20.1 MSEDCL shall refrain from unreasonably interfering with the Distribution
Franchisee in SZercising of its rights or the performance of or compliance with
its obligations under this Agreement.

to the Franchise Area does not impede the Distribution Franchisee from
SXercising its rights or performing its obligations under this Agreement,

with the requirements of this Agreement. The Engineer—in—charge
shall be of the rank of Chief Engineer or equivalent and above from MSEDCL

20.4 Both the parties shall duly appoint their respective Agreement Representative
and the Disputes or differences arising out of the execution of this Agreement

1tion Franchisee may consider the use of innovative operating Systems

hnical solutions for loss reduction, theft prevention, credit control, etc.

20.6 In the event the Distribution Franchisee undergoes merger/acquisition/
*"_?ganaticn/djvestment, it will duly seek approval from MSEDCL for
ent of this agreement to the new entity. This would facilitate better
coordination with the new entity.

20.7 The niecessary approvals/ consents under this agreement shall not be
held or delayed unreasonably by any of the party. Any approval or
consent given under this Agreement shall be valid only if given in writing.

20.8 The Distribution Franchisee may create charge on its gross margin i.e. the
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ices. Notwithstanding the foregoing, the Tepayment obligations in all
shall lie with the Distribution Franchisee.

relevant agencies to the extent possible for the augmentation of EHV lines and
transformer capacity for Franchise Area.

20.12 Infrastructure Roll-out Plan:

Distribution Franchisee shall submit an Infrastructure Roll-out plan to
MSEDCIL stating the investments to be carried out by in the Franchise Area to

ISEDCL shall mark a copy of the Directives received by it under applicable
‘egulations and Directives of MERC, which are not in the public domain.

and public right-of-way for Utility works shall be provided by the local
ipal Body. MSEDCL shall not be responsible for applying/ facilitating in
val of the same.

Notices

shall be effective when delivered or on the notice effective date, whichever

ices must be delivered personally,
Tansmission to the address given below:

by registered or certified mail or ,"Qy@‘z_&\
5 D,
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Eng'i.neer-in-Cha.rge:-
The Chief Engineer, (Nagpur Urban Zone),

DF-3/2009-10

Mazharashtra State Electricity Distribution Company Itd.,
“Prakash Bhavan”, Link Road, Sadar,

Nagpur, 440 001

Phone: 0712 - 2532142

Fax 0712 - 2520178

Email: cenagpuru.rba&@mahadiscom.m

Agreement Representative:
Director (Operations),

Mzharashtra State Electricity Distribution Company Ltd.,
“Prakashgad”, Plot NoG-9,

Anant Kanekar Marg, Bandra (East),

Mumbai 400 051

hone: 022-22709043

Engineer-in-Cha.rge:

178 - it Gp. sty

Vice Precilient

54 Floor : Mera 7otoers

Falm Roaa ; Civid Limes

Mazpu ¥ — 440004

Mok & E9700+4430
2-scail : gl Spancalile. e
Egreement Représentative:

He. Kamal Mpbeshwars

Senior Viee fresiotent (Power DFD
B-22; 22 rio0r Kyishma Bhuvan
28 Doshi Narg | Deorar

Mumbai -~ 405088

/Tob : 2892 O#230

£ —mif' xg,,fz @.794”&:{-:/: . corp
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notices shall be effective: (i) if sent by facsimile transmission, when sent (on
ipt of confirmation of the correct number or address); (ii) if sent by registered
DOst or certified mail, within 5 days of dispatch; and (iii) if delivered Ppersonally, on

t by intended recipient. Provided that all notices given by facsimile
Tansmission shall be confirmed by registered or certified mail.

motices under this Agreement are to be delivered, mailed or facsimiled.

20.15 Emendment:

This Agreement may be amended only by written agreement of the Parties
hereto, duly executed by an authorized representative of each of the Parties
hereto.

20.18 Non-Waiver

The failure in any one or more instances of a Party to insist upon performance
of any of the terms, covenants or conditions of this Agreement, to exercise any
right or privilege in this Agreement conferred or the waiver by said party of
h of any of the terms, covenants or conditions of this Agreement shall
not be construed as a subsequent waiver of any such terms, covenants,
conditions, rights or privileges, but the same shall continue and remain in full
ce and effect.

20.17 ng and leasing the existing MSEDCL distribution assets for generation
7enue such as allowing commercial advertisement, wi-fi network /

Tadio network, cable services etc. shall be the exclusive right of MSEDCL

20.18 Binding Effect

This Agreement 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
ective successors and permitted assigns.

Znnexures attached hereto form part of the Agreement.

o
e

‘hiey are not prevented under the applicable Laws and Regulations to enter
into this Agreement;

b) They have obtained the required authorizations/ permits to sign this
Agreement.
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WHEREOF the Parties have executed these bresents through their
epresentatives at [Mumbeai].

For and on behalf of
[M/s Maharashtra State Electricity
Distribution Company Limited]

For and on behalf
[M/s. Spanco Limited]

C’#A/IJVAA/ AND MAA/AC

— e S O e 8,3 FEB 20

(M/s. Spanco Limited)

Witness:-




