
Analysis of CEA’s methodology of determining the performance of 
Distribution Companies and Rural Distribution Franchisees (RDFs) 

Ministry of Power has instituted comprehensive award scheme for power sector for meritorious 
performance in Generation, Transmission and Distribution sectors. Let us analyse the eligibility 
criteria and evaluation methodology for Distribution Companies and Rural Distribution Franchisees 
(RDF) invited by CEA. 

http://www.cea.nic.in/reports/articles/god/award_distribution_2014.pdf 

Performance Award Scheme for Distribution Companies (For 2013-14) 

CEA has formulated this scheme to identify the three best performing Distribution Companies in the 
country on the basis of predefined specific criteria.  

This Award scheme is intended to promote, encourage and recognize the efforts of the distribution 
companies to improve the efficiency of electricity distribution system in their area of supply.  

Three best performing distribution companies in the country will be awarded with shields (Gold, 
Silver and Bronze respectively) in recognition of their performance improvement achieved last 
financial year. 

For a Distribution company to be eligible for submitting the proposal for award, following conditions 
to be met; 

1. Distribution Company should have valid electricity distribution license by the Appropriate 
Electricity Regulatory Commission (ERC) engaged in the business of electricity distribution 
for consumers.  

2. Electricity Departments who have not carried out un-bundling as per Electricity Act 2003 
shall not be eligible.  

3. Distribution Companies having AT&C losses 25% or less shall be eligible for award.  
4. Distribution Company must be supplying to at least 50% of their consumers at low voltage 

level. 

A total of 100 marks would be allotted for 6 Parameters as shown below for ranking; 

 Parameter               Maximum Marks 

A. AT&C loss reduction  40 
B. Financial turnaround  20 
C. Metering of consumers  15 
D. Reliability of supply  13 
E. Consumer Indexing  02 
F. Demand Side Management 10 

 Total marks  100 

For current year, the dead line for receiving the proposal from Discoms is 30th September, 2014. 

Evaluation Criteria for Award Scheme 

1. AT&C Losses:   Maximum marks - 40  

The marks shall be based on: 

i) Percentage value of AT&C Losses – 10 Marks 



Based on the eligible proposals received, their percentage AT&C losses would be listed. The utilities 
would be awarded marks based on pro rata basis as per the following formula: 

Marks awarded = Max Marks x (Max Limit % AT&C Loss – Utility’s %AT&C Loss)/ (Max Limit of % 
AT&C Loss – Minimum achievable value of % AT&C loss) 

Minimum achievable value of AT&C losses for the consideration year has been kept as 7.0% 

Utility with % AT&C loss equal to or less than the minimum achievable value of AT&C loss i.e. 7.0% 
would be awarded a maximum of 30 marks. Rest of the utilities would be awarded marks based on 
the above formula. Example is as under: 

Utility   AT&C loss 

A   16%  

B   20%  

C   7%  

D   6% 

E   25%  

Utility   Marks 

A  =    30 x (25-16)/(25-7)=15  

B  =    30 x (25-20)/(25-7)= 8.33  

C  =    30 x (25 -7)/(25-7) = 30  

D                      =    30 x (25-6)/(25-7)= 31.67  

 (Since maximum marks are 30, marks awarded=30) 

E  =    30 x (25-25)/(25-7)= 0 

ii) Percentage reduction in AT&C losses compared to previous year-10 Marks 

Utility with maximum percentage reduction compared to the year 2012-13 would get a maximum of 
10 marks. Subsequent marks of Utilities would be computed using the following formula; 

Mark= 10 X (utility’s percentage reduction)/ (maximum percentage reduction in the range) 

2. Financial Turn Around: Maximum marks = 20 

The financial turnaround will be the ratio of revenue earned to total expenditure (including power 
purchase cost, employee cost, Administrative & General and Repair & maintenance expenses, 
depreciation, ROE, interest etc.) of the Distribution Company. The Distribution Company who has 
the highest ratio will get full marks (20) and marks for others would be computed on pro-rata basis 
as mentioned under the first parameter. 

3.    Metering: Maximum marks = 15 

 The marks for metering (distribution transformer metering, consumer metering (other than 
agricultural consumers) and agricultural consumer metering shall be awarded based on the 
percentage metering achieved over and above the cut-off level on pro-rata basis. The company who 
has achieved less than the cut-off level in a particular category shall get zero marks in that category. 



(a)         DT Metering: Maximum Marks = 5 

Cut-off level of DT metering at the end of consideration year: 80% 

Utility having the highest percentage of metering shall be awarded full marks and marks of other 
utilities shall be awarded marks on pro-rata basis.  

(b) Consumer Metering (other than agricultural consumers):  Maximum Marks = 5  

Cut-off level of consumer metering at the end of the consideration year: 90% 

Utility with highest percentage of metering shall be awarded full marks and marks to other utilities 
shall be awarded on pro-rata basis. 

(c)           Agricultural Consumer Metering: Maximum Marks = 5 

Cut-off level of consumer metering at the end of the consideration year: 40% 

Utility with highest percentage of metering shall be awarded full marks and marks to other utilities 
shall be awarded on pro-rata basis. 

4. Reliability: Maximum marks = 13 
 

a) Average duration of an outage in respect of 11 kV feeders in consideration year (in hours)-4 
marks 

b) Average number of outages of 11 kV feeders in consideration year -4 marks 
c) Distribution transformer failure rate (annual percentage number of distribution transformer 

failed during the year over the No. of DTs at the end of the consideration year)-5 marks 
 
Hence full marks in each category shall be awarded to utility having the least outages/failure. Marks 
to other utilities shall be awarded on pro-rata basis. 

 
5. Consumer Indexing: Maximum Marks=2 

 
In this category, marks shall be awarded on the basis of % GIS based consumer indexing completed 
as compared to the total number of consumers served by the Company. Utility having the maximum 
% consumer indexing will get a maximum of 2 marks. Marks to other utilities shall be awarded on 
pro-rata basis. 

 
6. Demand Side Management(DSM): Maximum Marks=10 

 
In case a Utility has introduced Demand Side Management measures in its area of operation, marks 
shall be awarded on the basis of the following: 
 
1. Creation of DSM cell in the Utility  Maximum Marks3 
2. Introduction of TOD metering by the Utility Maximum Marks3 
3. Pilot Project on DSM    Maximum Marks 2 
4. Dissemination of information through Conferences / Seminars/ Public Lectures   
       Maximum Marks 2 

 

Performance Award Scheme for Rural Distribution Franchisees (RDFs) for the 
consideration year 2013-14 

This Award scheme is intended to promote, encourage and recognise the efforts of the Rural 
Distribution Franchisees (RDFs) in improving the efficiency of electricity distribution and revenue 



management in rural areas.Three best performing rural distribution franchisees in the country will 
be awarded every year with shields (Gold, Silver and Bronze respectively) in recognition of their 
performance to improve electricity distribution in their jurisdiction. 
 
Distribution franchisee model are possible alternative to outright privatisation in distribution sector. 
Key parameters in comparison to privatisation are given below; 
 

 
 
The eligibility criteria are as follows:  

 
1. Only rural distribution franchisee for the villages which have been declared electrified as per 

the definition of the village electrification shall qualify for this award scheme.  
2. All the rural distribution franchisees in villages of the country irrespective of whether the 

villages have been electrified under RGGVY or any other scheme. 
3. Rural distribution franchisees that have provided metered service connections to 80% or more 

consumers in the consideration year. 
4. Rural distribution franchisee achieving 80% or more revenue collection of billed amount in the 

consideration year. 
5. Rural distribution franchisees that are operating as franchisee for the complete financial year 

(April 2013 to March 2014). 
6. Rural distribution franchisees having less than 1000 number of consumers shall not be eligible 

under this award scheme. 

Evaluation scheme for Award Scheme: 

1. Type of Rural Distribution Franchisee: (Maximum marks = 18) 
 

Depending upon the activities covered by Rural Distribution Franchisee a total of 18 marks have 
been distributed as given below. Activities(2 Marks each)Covered by Rural Distribution 
Franchiseescan be any of the following; 
 



a) Procurement  of  power  through  Bulk  Supply  Tariffarrangement  based  on  
transparent  process  ofbidding  

b) System augmentation  
c) Maintenance of assets (sub-station, lines etc.)  
d) Meter installation and service connections  
e) Meter reading  
f) Preparation of bills  
g) Disbursement of bills  
h) Revenue collection  
i) Consumer Complaints (fuse off call etc.)  

 
2. Metered Service Connections:  (Maximum marks = 12) 
 
As per the Electricity Act, 2003 all the consumers are to be metered, unless exempted by the 
Appropriate State Electricity Regulatory Commission. Cut-off level of metered service connections is 
80%. The marks for metered service connections shall be awarded based on the percentage of 
metered service connections to total number of service connections achieved at the end of 
consideration year over and above the cut-off level on pro-rata basis as given below; 
Marks obtained = Maximum marks x (% metering achieved by RDF – 80%)/(% Max metering 
achieved by RDF - 80%)  
 
3. Improvement in percentage Revenue Collection Over Previous Year: (Maximum
 marks = 20) 
 
If Percentage collectionof RDF in consideration Year is 95% and above would score 20 marks, 90-95% 
would score 15 marks and 80-90% would score 10 marks each. 
 
4. AT&C Losses (Maximum Marks =20) 
 
Based on the eligible proposals received, RDF having the minimum percentage AT&C loss would be 
awarded a maximum of 20 marks and rest of the RDFs would be awarded marks based on usual pro 
rata basis. 
 

Conclusion: 
 
Higher the score achieved by a Discom or RDF would mean better the operational and management 
performance of the company. Introduction of ‘Demand Side Management’ parameter as an 
evaluation parameter would bring scope for better efficiency, accounting and smart technologies in 
power distribution. In addition to award, other rewards like granting special ratings, financial 
support etc. should also be made available subsequent to this stage.  
 
Source: CEA, Crisil Research 


