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THE ROLE OF FRANCHISEE IN DISTRIBUTION SYSTEM

Introduction:

As per current scenario, the state government controlled state
distribution companies own most of the distribution system in the state,
while private sector utilities are active in a handful of urban areas.

Perception about electricity distribution as one of the social obligation
and hence becoming socio-political issue commercial aspects of the service
was overlooked since beginning. The political intervention in determination
of tariff is the mainly responsible for fiscal losses of erstwhile SEBs. The
power sector was cross subsidized and over subsidized. Unbundling of
the SEBs brought some accountability to the distribution sector and hence
attention on loss making circle / area are comes in to picture. Privatization
of distribution has been attempted in two different ways. The first one is
complete privatization, where equity/assets of government owned utility are
sold to a private company. In this mode, either private company operates
through higher tariff or operates in urban areas only. The second mode of
privatization is partial-privatization in which private franchisee is appointed

for loss making circles.

could go up to Rs. 1,16,000 crore by 2014-15.

Franchisee can be helpful in reduction of these lossess by bringing
adequate finance, technical and operational experience of conceptualizing
and commissioning difficult infrastructure projects within time and cost
parameters. These will lead to efficient , new and strong capacities in the
distribution network and ultimately leads to better customer orientation.

Franchisee model has increasingly emerged as an alternative power
distribution reform model as privatising distribution assets had left many
bitter experiences. Hence Franchisee is the right way for PPP (public
private participation). It is the win-win situation for licensee , franchisee
and for consumers
Franchisee — useful option for licensee :

The evil of distribution losses is so deeply grounded that a scarce
resource like power does not realizes its economic value. There is a vicious
cycle in a typical Distribution system in India such as poor infrastructure
and bad servicing of assets leads to retarded growth of distribution system,

poor metering, less R &M and unrest amongst consumers, (in which socio-

Implementation of Franchisee model at high loss
making areas may be resulted in revenue generation and
better service to the real consumers.

Provision of “Franchisee” under the Act :
EA 2003 has provision as “franchisee means a person

authorized by a distribution licensee to distribute electricity

on its behalf in a particular area within his area of supply”
further it is also mentioned that “provided also that in a
case where a distribution licensee proposes to undertake
distribution of electricity for a specified area within his
area of supply through another person, that person shall not be required
to obtain any separate license from the concerned state commission and
such distribution licensee shall be responsible for distribution of electricity
in his area of supply”

Further as per section 14 EA, 2003 :

“Provided also that where a person intends to generate and distribute
electricity in a rural area to be notified by the state government, such
person shall not require any license for such generation and distribution of
electricity, but he shall comply with the measures which may be specified
by the authority under section 53.”

Looking to the provision in the Act, it is clear that Franchisee can be
useful solution for the utility suffering from the inherent problems of huge
organization with semi government structure and working method.

How franchisee is fit for present distribution scenario :

As per research report on “ Opportunities in Electrical Distribution
Franchisee in India” by Infraline ‘T & D losses are on rise constantly and
may have mounted to the tune of INR 40,000 crore(2009-10) with subsidy

and it is expected as per projection even with reasonable T & D loss

reduction, the post — subsidy lossess of the Indian distribution segment

vR| Ydldlid

economic growth creates pressure on the existing system)
leads to overloaded and stressed distribution assets ( in
which Theft and pilferage is easy and convenient in old
infrastructure)leads to more AT & C losses, it leads to
under recoveries to utilities and hence low investment in

Distribution Grid which again leads to poor infrastructure

and bad servicing of assets.

Concept of Franchisee model emerge to break
such vicious cycle by outsourcing the power distribution
activities to better and efficient hands.The objective here
is to minimize AT&C losses, rural electrification and achieving operational
efficiencies .

Role of the field offices :

As the data of infraline research suggests :

“The urban and rural franchisee models have gained good momentum
in India. Out of 1,61,373 villages in India, where RGGVY funds have been
utilized, 42 percent operate through franchisee system.”

The field offices on understanding about franchisee, its legal provision,
how it can work on behalf of utility and reduce the burden of utility by
providing efficient and effective service to the end users and having one or
more of the problems/lacking of discom as mentioned above can suggest
the area under their jurisdiction for franchisee operation. Enhancing their
role, they can pursue the reliable and capable local operator for bidding for
franchisee operation. After selection of Franchisee, field offices through
their guidance and co-operation, being the old and experienced of the field,
can make franchisee operation a grand success. Thus together efforts of
state, utility from top management to local field offices can lead to better
franchisee operation as win-win spirit. ll
Shri K.D.Barot, Deputy Engineer R. & C. Office Mehsana
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