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This case is highly relevant as it directly addresses the user's query regarding the invocation of force majeure due to pandemic-induced
government lockdowns and their impact on contractual obligations. The Telangana High Court explicitly held that the COVID-19
pandemic constituted a force majeure event, frustrating contracts under Section 56 of the Indian Contract Act, 1872, even in the
absence of an explicit force majeure clause. It ruled that electricity distribution companies could not levy full maximum demand and
minimum charges on HT consumers for periods of mandatory shutdown, emphasizing the overriding effect of the Disaster Management
Act, 2005. This judgment directly interprets Section 56 in the context of government lockdowns and the evidentiary burden of
impossibility arising from such regulatory actions.

Facts

High Tension (HT) electricity consumers (companies, firms) challenged the electricity distribution company's (TSSPDCL) demand for
maximum demand charges and minimum charges during the COVID-19 lockdown period . Petitioners' industrial and commercial
activities were mandatorily closed from March 23, 2020, due to government orders under the Disaster Management Act, 2005, and
Epidemic Diseases Act, 1897 . Despite closure, electricity was supplied, but petitioners claim they could not utilize it as per their
contracted maximum demand. They argued for pro-rata billing for working and non-working periods . The dispute centers on whether
contractual obligations for demand charges persist when performance is rendered impossible by government-mandated lockdowns .

Issues

Whether COVID-19 pandemic constitutes a force majeure event excusing consumers from paying maximum demand and minimum
charges during mandatory lockdown periods? Does Section 56 of the Indian Contract Act, 1872 (impossibility of performance) apply in
the absence of a force majeure clause in electricity supply agreements? Can electricity distribution companies legally levy full maximum
demand and minimum charges when consumers are prevented by government orders from operating their industrial/commercial units?
Does the Disaster Management Act, 2005, override contractual terms regarding electricity charges during a declared emergency?

Petitioners Arguments

Petitioners argued that the COVID-19 pandemic and subsequent government-imposed lockdowns constituted a force majeure event,
making performance of their contractual obligation to consume electricity impossible . They contended that Section 56 of the Indian
Contract Act, 1872, and the doctrine of frustration of contract were applicable, as the very purpose of the contract was defeated by
circumstances beyond their control . Petitioners sought pro-rata billing for maximum demand charges, reflecting only the actual working
days, citing equitable principles and precedents like Northern India Iron and Steel Company v. State of Haryana . They also argued that
the Disaster Management Act, 2005, has overriding effect .

Respondents Arguments
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Respondents (TSSPDCL) contended that the writ petitions were not maintainable due to suppression of facts and the existence of a
contractual relationship governed by agreements and GTCS . They argued that the agreements lacked a force majeure clause, rendering
Section 32 of the Contract Act inapplicable . Respondents asserted that they were ready and willing to supply power, incurred costs for
power purchase, and were contractually entitled to demand charges irrespective of actual consumption, citing clauses obligating
payment of minimum charges even if no electricity is consumed . They also argued that Section 56 of the Contract Act did not apply as
the contract did not become impossible or unlawful .

Section Analysis

The court analyzed Section 56 of the Indian Contract Act, 1872, concerning agreements to do acts that become impossible or unlawful .
It distinguished between Section 32 (contingent contracts) and Section 56 (impossibility) . The court examined the Disaster Management
Act, 2005, particularly Section 72, for its overriding effect on other laws . Provisions of the Electricity Act, 2003, like Sections 60, 61, 62,
and 86, regarding tariff determination and government directions, were also considered . The court referenced GTCS clauses related to
maximum demand and minimum charges .

Courts Reasoning

The court acknowledged COVID-19 as a force majeure event, citing government notifications . It reasoned that while contracts without
force majeure clauses are governed by Section 56 of the Contract Act, the pandemic's impact rendered performance 'impossible' in a
commercial sense, frustrating the contract's objective . The court found the respondents' argument that they were ready to supply
power contradictory to the State's lockdown orders preventing consumption . It relied on precedents like South India Spinners
Association, which held similar levies illegal during lockdown . The court emphasized that the Disaster Management Act, 2005, has
overriding effect .

Ratio Decidendi

COVID-19 pandemic is a force majeure event that frustrates contracts where performance becomes impossible due to government-
mandated lockdowns . In the absence of an explicit force majeure clause in electricity supply agreements, Section 56 of the Indian
Contract Act, 1872, applies, allowing for the discharge of contractual obligations due to supervening impossibility . Electricity distribution
companies cannot levy full maximum demand and minimum charges on HT consumers for periods when their industrial/commercial
operations were mandatorily shut down by government orders, as this is illegal and contrary to the principles of frustration and the
overriding effect of the Disaster Management Act, 2005 .

Summary

This case involved High Tension (HT) electricity consumers challenging maximum demand and minimum charges during the COVID-19
lockdown. The Telangana High Court ruled that the COVID-19 pandemic constituted a force majeure event, frustrating contracts under
Section 56 of the Indian Contract Act, 1872, even without an explicit force majeure clause. The court found the electricity provider's
demand for full charges illegal, citing the Disaster Management Act, 2005's overriding effect and precedents. Key legal concepts include
force majeure, doctrine of frustration, Section 56 Contract Act, Electricity Act 2003, Disaster Management Act 2005, pro-rata billing, and
contractual impossibility. The judgment provides relief to industries impacted by mandatory shutdowns, mandating pro-rata billing for
closure periods.
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