Dated:24.1.2019

Secretary,
Central Electricity Regulatory Commission,

3 & 4™ Floor, Chandralok Building,
36 Janpath, NEW DELHI-110001.

Ref:  No.L-1/236/2018/CERC dated 07.1.2019

Sir,

The kind attention of the Hon’ble Commission is drawn to the following two aspects of Draft Tariff

Regulations 2019:

1. Sharirig of gains due to variation in norms (Chapter 14, Rule 70)

The proposed rule reads as under

70. Sharing of gains due to variation in norms: (1) The generating company or
the transmission licensee shall workout gains based on the actual performance

of applicable Controllable parameters as under:

i) Station Heat Rate;

ii) Secondary Fuel Oil Consumption;

iii) Auxiliary Energy Consumption; and

iv) Re-financing, Re-structuring of Loans or otherwise change in Interest Rate

of Loan.

(2) The financial gains by the generating company or the transmission licensee,
as the case may be, on account of controllable parameters shall be shared
between generating company or transmission licensee and the beneficiaries or
long term transmission customers, as the case may be, on monthly basis with
annual reconciliation. The financial gains computed as per the following
formulae in case of generating station other than hydro generating stations on
account of operational parameters as shown in Clause 1 of this Regulation
shall be shared in_the ratio of 50:50 between the generating stations and

beneficiaries.

Net Gain = (ECRN— ECRA) x Scheduled Generation

# (Emphasis supplied)

...................

The sharing as envisaged above, if done on a monthly basis, will be at variance with the DOP

on Reserve Shutdown and Compensation Mechanism as issued by the Hon’ble Commission vide

e —
Scanned by CamScanner



order dated 5" may 2017 consequent to IEGC 4™ amendment dated 06.4.2016 which provides for
the following definition of calculation-period in Rule 3.1(ii) under Appendix-Ii:

3. Definitions and abbreviations:
3.1 In this Compensation Mechanism, unless the context otherwise requires:

fi) e

(i) “Calculation Period” means the period for which compensation calculation
shall be carried out. Generally, there shall be twelve calculations during a
financial year. The first calculation shall be done for one month (i.e. month of
April) at the beginning of the financial year. The second calculation shall be
done by considering cumulative of two months (i.e. months of April and May)
and so on. After coming into effect of this procedure, the first Calculation
period will cover from 15.5.2017 to 31.5.2017.

(i) “Comp (F)”means reconciled compensation in rupees to be received by a
generator during the calculation period based on actual and normative
parameters including degraded SHR and AEC based on average unit loading.

......... ” (Emphasis supplied)

It is evident that any gain in SHR & APC is getting shared fully due to the same getting adjusted
against any increase due to degradation in SHR & APC due to part-load operation as the Calculation-
period envisages cumulative performance parameters. So, sharing it 50:50 with the beneficiaries on
a monthly basis needs to be done away with. The same could be prescribed on an annual basis
whenever the actual energy charges are found to be lower than the normative energy charges for

the entire year through adjustment in tariff for subsequent year.

2. Eoﬁiéutation and Paymént of energy charges (Chapter 11, Rule 52)

The proposed rule reads as under

52, Computation and Payment of Energy Charge for Thermal Generating
Stations:

(1) The energy charge shall cover the primary and secondary fuel cost and
limestone consumption cost (where applicable), and shall be payable by every
beneficiary for the total energy scheduled to be supplied to such beneficiary
during the calendar month on ex-power plant basis, at the energy charge rate
of the month (with fuel and limestone price adjustment). Total Energy charge
payable to the generating company for a month shall be:

Energy Charges = (Energy charge rate in Rs./kWh) x {Scheduled energy (ex-bus)
for the month in kWh}

(2) Energy charge rate (ECR) in Rupees per kWh on ex-power plant basis shall
be determined to three decimal places in accordance with the following
formulae:
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(a) For coal based and lignite fired stations:
ECR = {(SHR — SFC x CVSF) x LPPF / (CVPF + SFC x LPSFi + LC x LPL} x 100 /{100 ~

AUX)
(b) For gas and liquid fuel based stations
ECR = SHR X LPPF x 100 / {(CVPF) x (100 - AUX)}
Where,
AUX =Normative auxiliary energy consumption in percentage.
CVPF = (a) Weighted Average Gross calorific value of coual as received, in kCal
per kg for coal based stations less 85 Kcal/Kg on account of variation during
storage at generating station;
(b) Weighted Average Gross calorific value of primary fuel as received, in kCal
per kg, per litre or per standard cubic meter, as applicable for lignite, gas and
liquid fuel based stations.
(c) In case of blending of fuel from different sources, the weighted average
Gross calorific value of primary fuel shall be arrived in proportion to blending
ratio.
CVSF = Calorific value of secondary fuel, in kCal per ml.
ECR = Energy charge rate, in Rupees per kWh sent out.
SHR = Gross station heat rate, in kCal per kWh.
LC = Normative limestone consumption in kg per kWh.
LPL = Weighted average landed price of limestone in Rupees per kg.
LPPF = Weighted average landed price of primary fuel, in Rupees per kg, per
litre or per standard cubic metre, as applicable, during the month. (In case of
blending of fuel from different sources, the weighted average landed price of
primary fuel shall be arrived in proportion to blending ratio)
SFC = Normative Specific fuel oil consumption, in ml per kwh.
LPSFi = Weighted Average Landed Price of Secondary Fuel in Rs./ml during the
month

Provided that energy charge rate for a gas or liquid fuel based
station shall be adjusted for open cycle operation based on certification of
Member Secretary of respective Regional Power Committee for the open cycle

operation during the month.

............ ” (emphasis supplied)

The calculation of energy charges revolves around the landed price of primary fuel
i.e. LPPF. One LPPF is calculated for the entire station based on the fuel cost incurred, and
the same is used with GHR, CVPF & AUX to arrive at one single ECR for the entire station.
The application of one single ECR for all the beneficiaries of the station leads to some
beneficiary (ies) paying higher and other(s) paying lower energy charges than they should

be, and a defeat of Merit-order-despatch in the following manner:

A gas-based station has some quantity of a cheaper gas (say Rs 14 per SCM) and
some quantity of a costly gas (say Rs 30 per SCM). Some beneficiary(ies) requisition only
the guantum of cheaper power corresponding to only the cheaper gas, whereas others
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requisition a larger quantum of power that consumes cheaper as well as costly pas. Each
beneficiary has its own PPAs / sources of power and is expected to requisition power as per
its own Merit-order. The same has been envisaged in Clause 53 of these Draft regulations

as under:

53. Declaration of Availability and Dispatch in case of thermal generating
station. The generating company shall declare day ahead availability or any
revision thereof in respect of generating station for each fuel source which may
be differentiated in terms of their price and calorific value and the beneficiaries
shall have an option to schedule the power based on their merit order
dispotch.

...... "(Emphasis supplied)

So, the LPPF and consequently the ECR increases in accordance with the extent of usage of
costly gas. By calculating one single LPPF and ECR for all the beneficiaries, the ones
drawing only cheaper power get penalized by way of higher LPPF & ECR whereas the ones
drawing costlier power tend to benefit. One may have drawn power based on its MOD at
Rs 2.8/kWh but the same gets billed to Rs 3.5/kWh when one single LPPF and ECR is
calculated. The impact of this anomaly has been explained at Annexure-1 (linked excel file
also attached) taking the case of PPCL-Bawana for Dec 2018. The effect of open-cycle
generation (only 0.18%) has been neglected for simplicity in understanding.

The following is suggested as a logical and justified solution to this anomaly:

a) SLDC/RLDC publishes Regional Energy Account (REA) in usual manner with details
of energy scheduled by each beneficiary of the station.

b) Distribute/allocate each differently priced fuel-gas consumed by the station among
all the beneficiaries on a pro-rata basis in accordance with the energy scheduled by
them.

c) Calculate LPPF for each beneficiary based on above distribution of fuel gas.

d) Calculate ECR for each beneficiary based on above LPPF.

e) Calculate energy charges for each beneficiary based on above ECR.

Regards,

P ivt
Pratima Bajpai,
131-C, Vidyut Vihar,
Sarai Kale Khan,
New Delhi-110014.
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