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The main article reviews the Amendments in the National Tariff Policy. The
policy aims to bring significant reforms in electricity sector. Important
changes have been made in the way power will be procured, in RPO re:
gime by requiring RPO on co-gen power, through RGO mandates, and ir
open access and crosssubsidy regime. Inter-state transmission of wind

and solar power is also encouraged by waiving of transmission charges.

Other notable regulatory updates during the month were TNERC draft
regulation on Forecasting and Scheduling of Wind and Solar power, Inter-
national Solar Alliance and Himachal Pradesh determination of APPC fo
Financial year 201516. All these are discussed in detail in this volume o

the newsletter.

REC trading in January wasnot very encouraging, as compared to last
month. Non SolarRECés amRECEs]| araded this

spectively, compared to trading session of December 2015.

We hope you will find this volume an insightful read, and as always, look

forward to your feedback.

- Team REConnect
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Analysis of Amendments in National Tariff Policy

The government recently amended the National
§ Solar RPO to increase to up to 8%
by March 2022

Tariff Policy (NTP). Several reform measures have

been announced in this change. NTP 2016 has in-

, § Exemption of inter -State transmis-
creased focus on renewable energy, sourcing power _
— sion charges and losses I

through competitive bidding and the need for
8 RPO to be applied on cogeneration
ereasonabl e ratese.
§ Renewable Generation Obligation

(RGO)

Executive Summary:

§ Co-generation from non-RE sources to attract

RPO
§ Calculation of Crosssubsidy methodology is sug-

§ Competitive bidding to be the norm for RE pro- gested to be changed to make it less arbitrary

curement (maximum 35% of installed capacity

can be sourced from determined/preferential
Detailed analysis:

tariff)

o _ ~ Before delving into the nitty -gritties of the NTP, it is
§ Provisions for Renewable Generation Obligations

(RGO) d worthwhile to step back and understand the impor-
announce

tance of this document.

§ Long term RPO to be announced by Ministry of

The NTP says thath@QERC baby
Power

the tariff policy. Thus, the NTP is in no way binding. In

Vintage and technolo multiplier allowed in . ,
S g 9 P fact, from previous NTPEés

REC
on paper.
Inter-state transmission charges waived off for . :
S g For example the NTP 2011 required that tariffs be
RE power o
P within +-20% of average cost of supply. States have

§ Solar RPO to be 8% by 2022 (excluding hydro) certainly not followed that.

www.reconnectenergy.com
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Analysis of Amendments in National Tariff Policy

Renewable Purchase Obligations: This is a significant deviation from the Electricity Act

§ The most significant change made is that the 2003 and current RPO regulations, which require that

ambiguity on applicability of RPO on co-generation RPO be cal cul ated on etot
has been removed. The NTP 2016 says: will open up major issues in RPO implementation & for

. am le, canthlschan ebedonewhen it is_ conjrary to
&Provided that cogeneraz‘ 8 fr gsou ?}zeyr

than renewable sources shall not be excluded from the requirement Of the EA2003, and why should similar

the applicability of C%e'm%tlon not be extended to non -solar RPO.

This change, once incorporated in the regulations

of states, will have a significant impact on RPO ap- & More clarity has been provided on Renewable Gen-
plicability. Many CPPs are currently avoiding fulfill- €ration Obligation (RGO) provisions.

ing renewable obligations due to the regulatory When RGO provisions were announced earlier, there
confusion resulting from orders from ApTel (Lloyds were concerns of double-counting. However, the cur-

Metal) and Gujarat HC. rent provisions hint that RGO will not be incremental to

RPO. The policy says:

§ Solar RPO will increase to 8% by 2022. Thisis €7 1¢ renewabl e energy pro
substantial increase as current solar RPO is below?ay be bundled with its thermal generation for the

1% in most states. purpose of sale. In case an obligated entity procures
, . . . this renewable power, then the SERCs will consider the
Another major change suggested in this clause is

) obligated entity to have met the Renewable Purchase
that solar RPO will not apply to power sourced from g 4

hydro power plants. The policy document states 4 Obligation (RPO) to the extent of power bought from

. . . such renewable ener enerating stations,
a&8% of total consumption of electricity, excluding g g - ¢

hydro power, shall be from solar energy by March Thus, RGO merely appears to bring thermal generators

2022¢ into the mix and make it convenient to meet RPO. It will

not result in expanding the requirement for RE overall.

www.reconnectenergy.com Page 2
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Analysis of Amendments in National Tariff Policy

gLong term RPO to be declared by ministry of this exemption will apply only to wind and solar pro-

power in consultation with MNRE. jects, and not other renewables like small hydro or bio-

§ Provision for allowing vintage multiplier (to take Mass. The draft policy had suggested that such an ex-

care of cost changes for RE projects) and technol-mption apply to power from all renewable energy
ogy multiplier (to encourage specific technologies) SOUrces.

has been incorporated.

Cross-subsidy and open access:

Procurement of power: §In calculating the cross-subsidy surcharge (CSS) a

§ The preferential tariff regime for RE power ap- change in the methodology is proposed. At present,

pears to be on its way out. The policy says: cross subsidy is calculated by using the cost of marginal

&St at eendeavbrad procure power from re- Ppower (top 5% power at the margin). Instead, now the
newable energy sources [hfoug/'] compe[/'[/'ye bid- Weighted average cost of power including transmission

ding to keep the tari ff apdovheelinglossegwill be used.
Further, an overall maximum of 35% of installed ca- Further, it is mandated that CSS cannot be more than

pacity only can be procured by the state from SERC20% of the applicable tariff to the category of con-

determined tariff. This limit includes all generation, sumer seeking open access.

not just RE. As we have shown in earlier articles, CSS determination

is often arbitrary and with a purpose to discourage
Transmission of power. open access. One hopes that with the revised provi-
Inter-State transmission chargesand losses for re- sions the subjective aspects of CSS calculations will re-
newable power (solar/wind) have been exempted. duce. However, the policy still gives a wide leeway to
This is a welcome change, as it will encourage inter SERC on this topic::

state transaction of power. However, it seems that &Above for mul a ma y not wo

sees, particularly for those having power deficit, the

www.reconnectenergy.com Page 3
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State Regulatory Commissions, while keeping thes Smart meters have been mandated for consumers
overall objectives of the Electricity Act in view, may  consuming 500 units by 2017 and 200 units by
review and vary the same taking into consideration 20109.

di stri bution | icensee. ¢ has been made compulsory.
Levy of @additional sure¢fdaldsisne¢ has also been mad
more difficult as it

eTﬁeOI c%angagsc poro?aocséd ulns tli1evpglicy dar% rgr?cgufc'agt]inrg ;
tion¢ of stranded capac ia}]oycén have farreaching impact, particularly on the RE
§ Most provisions regarding open access remain  gector. Provisions regarding RPO on cegen, higher so-
the same as in the 2011 policy document. lar RPO, RGO and competitive bidding can radically

However, a relief has been provided by limiting change the demand for RE and the way new capacities

temporary tariff to 125% of normal tariff category. ~ are setup.
Rational and transparent cross subsidy calculations can

Other changes: also help in encouraging open access to a large extent.

Some other important changes are: . ,
P g However, we remain cautious on these changes. The RE

§ Differential duties have been discouraged, par- yg|ated changes will require that states be willing to im-
ticularly when states impose differential duties pjement these, and the wide leeway available to SERC
on captive generation. on cross-subsidy means that only those states that are

§ Licensees have been given the option to charge anyways in favor of encouraging open access will adopt
lower tariffs than those determined by the SERC them. It is unlikely to expand the open access market

if competitive conditions so demand. significantly.

§ Provisions regarding micro-grids and protecting
the investments made by micro-grid operators Tphe Policy can be accessedere.

have been incorporated.

www.reconnectenergy.com Page 4
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TNERC Draft Interstate Regulation on Forecasting
and Scheduling of Wind and Solar Generating
Stations

The Forum of Regulators had recently announced the

Model Regulation on intra -state RE deviation settle-

ment regulation which will cover all the existing and
upcoming wind and solar power producers in India.
States like Karnataka and Madhya Pradesh electricity
regulators have already announced their draft regu-
lation on wind/solar forecasting and scheduling, in
[ th FORés Model

ne wi

Tamil Nadu Electricity Regulatory Commission also,
recently came up with its first Interstate draft regula-
tion on Forecasting and Scheduling of Wind and So-

lar Generating stations.

Detailed Analysis

The draft regulation broadly covers the following as-

pects:

§ Mandatory forecasting and scheduling of all the
existing and upcoming wind/solar power genera-

tion at interstate level.

The state load dispatch centers are also man-
dated to carry out their own parallel forecasting
mechanism primarily to manage secure grid op-

erations.

Www.reconnectenergy.com

Trading

Re thualvaet ihojns.

Cleckpgweriny. | ndi ads first Greer

§ Change in the deviation charges

and deviation band

§ Deviation charges provided sepa-
rately for wind and solar generators.

§ Narrowed down from +/ -15 to +/ -

10 for wind & +/ - for solar.

8§ QCA & other parameters in line
with Model Regulation by Forum of

Regulators

§ A wind/solar power producer can either choose to

own forecast or
the scheduling purpose. The deviations arising due
to a difference between the scheduled generation
and actual generation will be settled as per the pen-
alty mechanism adopted under the respective regu-

lations.

§Simil ar to the FORés Mod
Coordinating Agency (QCA) will manage the entire
exercise of forecasting, scheduling, energy metering,
telemetry, deviation management and penalty de-

pooling at every wind/solar pooling station.

In deviation Settlement, the deviations and errors are
quantified w.r.t available generation capacity at the
time of scheduling. This will reduce the absolute er-

ror magnitude especially during low wind/solar

Page 5
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seasons and thus reducing the penalty amount that a § Though the draft regulation is in line with the
generator may have to absorb. Model Regulation. The table below depicts how
the two regulations vary with each other in terms

o o _ of the Deviation charges and the deviation band

§ A permissible deviation band of +/-10% (w.r.t avail-
_ o o for solar and wind generators :

able capacity) and a permissible deviation band of
within 5 % (w.r.t available capacity) have been per-
mitted without any penalty separately for all the ex-

isting wind and solar power producers respectively.

Deviation Charges: Deviation Charges:

§+/- 10 % for wind pro- | § +/- 15% for existing
§ Deviation Charges in case of under or overinjection | jects solar and wind pro-

by wind generators , for sale of power within the | $+/- 5% for solar pro- | jects.

jects
State. §These bands apply to| §+/- 10% for new solar
existing and new pro- | and wind generators.
Deviation within +/- 10% No penalty Full payment jects.
Deviation from 10% to 20% Penaltyof Rs0.50 on Per Unit Deviation Appointment of QCA Appointment of QCA
Deviation from 20%to 30% Penaltycf Re 100 on Per Unit Deviztion § Appointment is § Appointment is
must must

Deviationgreater than 30% Penaltyof Rs 1.50 on Per Unit Deviation

We feel that though this regulation will help to

§ Deviation Charges in case of under or overinjection Streamline the large scale grid integration and secu-
by solar generators , for sale of power within the
State.

rity and benefit interstate sale of power but it is a

much more stringent regulation than the other regu-

Deviation within 5% Nopenalty Full payment lations, since the error deviation has been narrowed

down from +/ -15% to +/-10% for Wind and +/-5%

Deviation from 5% to 15% Penaltyof Rs 0.50 an PerUnit Deviation

for Solar.

Deviation from 15% to 25% Penaltyof Re 1.00 on PerUnit Deviation

The Draft Order can be accessedhere.

Deviation greater than 25% Penaltyof Rs 1.50 on Per Unit Deviation

Www.reconnectenergy.com Page 6
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International Solar Alliance The definition of APPC followed by HPERC is in line

: . . with the CERC definition and can be read as:
The 2015 United Nations Climate Change Confer-

ence, COP 21witnessed a major alliance (ISA Interna- &°00/éd Cost of Purchase means The weighted

tional Solar Alliance) between India and France, towards 8/6/a9¢€ pooled price at which the distribution /-

their effort to combat the impacts of Climate Change. ~ C€/156€€ has purchased the electricity including

o . . cost of self -generation, if any, in the previous
The ISA which is a partnership of 120 solar rich coun-

) . . . .. year from all the energy suppliers long -term and
tries was officially and jointly launched by Prime Minis-

. . . short -term, but excluding those based on renew-
ter Narendra Modi and French President Francois Hol-

th ) _ abl e energy sources, as |
land on 30™ November 2015, in Paris.

_ .. The APPC for the financial year 1516 has been de-
It has been confirmed that the ISA headquarters will

, _ termined as Rs. 2.31 per Unit, by the commission
come up on five acres of land in the campus of the Na-

_ _ _ . The APPC for FY 1816 is 3.12% higher as compared
tional Institute of Solar Energy (NISE). The total financial

to the APPC of FY 1415.The graph below clearly de-
support by India, including cost of the land, will be Rs grap 4

ictst he APPCés determined
400 crores while the French president has committed P

. L _ years and how the APPC rates have increased over
an amount of 300 million Euros for the initial projects of

the past three years.
the ISA. P y

Following the International Solar Policy, MNRE has also APPC Rate®s/Unit) & % Change-d-Y

promised to launch a policy next month for creation of mmm APPC Rates (Rs/Uni APPC % Differenc
. . . 3.00 0.04
special solar zones across India having an area of 100 o 3.9204 3.12% 0035

2.20 2.17
sg.km 29 2.3% 0.03
2.00 41’ - 0.025
The article can be accessediere. 1.50 - 0.02
- 0.015
1.00 L 001
0.50 - 0.005
HPERC Declares APPC for 201516 L o
0.00 . . .

201213 201314 201415 201516 [ -0.00%
- -0.01

-0.015

The Himachal Pradesh Electricity Regulatory Commis- -0.50

-1.36%

sion (HPERC) recently came up with its order on the Av- [1.00

erage Pooled Power Purchase Cost (APPC) for the fi-

nancial year 2015 16.
The HPERC order can be accessedere.
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Clickpower.in Market Update

Clickpower . in: I ndi aés First
is now open for Consumers and Generators to register and ex-
plore. It is currently open for 6 states, with currently registered
volumes and price shown below for respective states. Feel free

to register till the offer of free registration is open. Explore and
discover the best deals of power online.

Sell: 8 MW
Buy: 3.994 MW Himachal Pradesh' Call: +91 8088732732 for more details and assistance.
Price: Rs. 6/Unit* H
ab
Uttrakhand
Delhi Arunachal Pradesh
Uttar Pradesh el
Nagaland
Me. ya
, Tripu anipur
Jharkhand Mizoram
Madhya Pradesh
. West Bengal
Gujarat Chha
Maharashtra Telangana
Sell: 62.6 MW Sell: 25 MW
Buy: 135.81 MW Buy: 32.6 MW

Price: Rs. 6.5/Unit* Price: Rs. 5.85/Unit*

Andhra Pradesh

AP

Sell: 17 MW
Buy: 28.95 MW
Price: Rs. 6/Unit*

Sell: 92.91MW Clickpower,in In News: Bangalore Mirror

Buy: 293.19 MW

Price: Rs. 5.5/Unit*

Tamil Nadu

Sell: 198.2 MW ~wald
Buy: 207.773 MW

Price: Rs. 6/Unit*

* Lowest Price as on 02.10.2015

Www.reconnectenergy.com Page 8
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