[image: image1.png]



Discussion paper

On

Tariff 

for 

Grid Interactive Solar Photovoltaic 

And

Grid Interactive Solar Thermal Power Generation projects
(Eligible under MNRE guidelines)

November 1, 2008

HIMACHAL PRADESH ELECTRICITY REGULATORY COMMISSION

KEONTHAL COMMERCIAL COMPLEX,

KHALINI, SHIMLA-171002
www.hperc.org
Discussion paper on Tariff for Grid Connected Demonstration Solar Power PV and Thermal Power Plants for the purpose of MNRE, GOI Notification No. 32/61/2007-08/PVSE and No. 8/1/2007-08/ST

   1.0     Background: - 

1.1 The Electricity Act, 2003 recognizes the    significance and importance of promotion of efficient and environmentally benign policies.

1.2 Section 3 (1) of the Electricity Act 2003 requires the Central Government to formulate, inter alia, the National Electricity Policy in consultation with Central Electricity Authority (CEA) and State Governments. The provision is quoted below:

"The Central Government shall, from time to time, prepare the National Electricity Policy and tariff policy, in consultation with the State Governments and the Authority for development of the power system based on optimal utilization of resources such as coal, natural gas, nuclear substances or materials, hydro and renewable sources of energy". 
1.3 Section 61 (h) of Electricity Act, 2003 provides that the appropriate Electricity Regulatory Commission while specifying the terms and conditions for determination of Tariff shall be inter-alia guided by the need for promoting co-generation and generation of electricity from the renewable sources of energy.

1.4 Section 86 (1) (e) of the Act specifies that one of the functions of the Regulatory Commission is to promote cogeneration and generation of electricity from renewable sources of energy by providing suitable measures for connectivity with the grid and sale of electricity to any person, and also specify, for purchase of electricity from such sources, a percentage of the total consumption of electricity in the area of a distribution licensee. It has been stipulated under clause 5.12.2 of National Electricity Policy that such purchase by distribution companies shall be through competitive bidding process. Considering the fact that it will take some time before non-conventional technologies compete, in terms of cost, with conventional sources, the Commission may determine an appropriate differential in prices to promote these technologies. 

1.5 Clause 6.4 of the National Tariff Policy provides that ‘…it will take some time before non-conventional technologies can compete with conventional sources in terms of cost of electricity. Therefore, procurement by distribution companies shall be done at preferential tariffs determined by the Appropriate Commission’.
1.6 Clause 1.7 and 5.12 of National Electricity Policy provide for optimal utilization of renewable sources of energy and role of SERC’s in promoting cogeneration and non-conventional energy sources.
1.7 HPERC has notified Himachal Pradesh Electricity Regulatory Commission (Power Procurement from Renewable Sources and Cogeneration by Distribution Licensee) Regulations, 2007 which inter-alia specifies that   ”Energy from renewable sources and cogeneration, available after the captive use and third party sale outside the State, shall be purchased by the distribution licensee(s);
Provided that subject to the availability of renewable energy and co-generation within the area of a distribution licensee the quantum of purchase of energy from renewable sources and cogeneration by a distribution licensee, under these regulations shall be minimum 20% of its total consumption during a year.”

1.8 The Commission has issued order on tariff and other issues for procurement of power by distribution licensees in the State of Himachal Pradesh from SHP’s (Small Hydro Projects of capacity less than 25 MW) on December 18, 2007. The generalized tariff for SHP projects upto 5 MW has been decided as Rs. 2.87 and with capacity more than 5MW and upto 25 MW, the project specific rates shall be determined as per the regulations. For tariff of other renewable sources of energy the Commission shall proceed in accordance with regulation 6 of the HPERC (Power Procurement from Renewable Sources and Cogeneration by Distribution Licensee) Regulations, 2007 whereby it has been provided that
The Commission shall determine the tariff separately for each category of renewable source 

AND

While deciding the terms and conditions of tariff for energy from renewable sources and co-generation, the Commission shall, as far as possible, be guided by the principles and methodologies specified by the Central Commission, the National Electricity Policy, the Tariff Policy and the tariff regulations notified by the Central Commission. 

Provided that the Commission, may for sufficient reasons and after exercising due diligence and applying prudency check, deviate from the terms and conditions of the generation tariff notified by the Central Commission:

1.9 With a view to develop and demonstrate technical performance of grid interactive solar power generation and to achieve reduction in the cost of the grid connected solar systems, MNRE has issued guidelines for developing project proposals for demonstration programme on Grid Interactive Solar PV and Thermal Power Generation in January, 2008 and March, 2008 respectively. The details of above guidelines are available on MNRE website – http://mnre.gov.in
1.10 It has been provided in the MNRE notification that wherever the state electricity regulatory commissions have fixed a separate tariff for solar power or they fix the tariff for solar power during the period for which the Ministry is providing incentive, the utilities will offer a minimum of that tariff to the solar thermal /PV grid interactive power projects in their respective States. In absence of such tariff orders, the utilities will offer the highest tariff for purchase of power to the solar thermal / PV power project developers, that is being offered by the utilities for purchasing power in their respective states on medium term or the higest tariff being provided for purchase of power from any other energy source for which orders/guidelines are already issues for that State hence, this discussion paper on tariff and other issues.

2 .0    Solar Tariff determination in other States: -

2.1 The Punjab ERC vide its order dated 13.12.2007 has specified tariff for solar energy at a rate of Rs. 7.00 per kWh (Base Year 2006-07) with five annual escalations at 5% up to year 2011-12.

2.2  The Rajasthan ERC vide its order dated 02.04.2008 has determined the tariff (inclusive of incentives as notified by MNRE) for Solar PV generation as Rs. 15.78 per kWh and Rs. 13.78 per kWh for Solar thermal Power generation .

2.3 The Tamil Nadu ERC vide its order dated 11.07.2008 has fixed a provisional tariff of Rs. 3.15 per kWh as purchase rate for procurement of power by distribution licensee from Solar PV and Solar Thermal generation. This rate has been fixed by taking the tariff rate as fixed by the Commission for biomass generators and bagasse based generation.

2.4 The West Bengal ERC in its regulations has notified that solar energy generated by grid connected solar PV power projects, which are of capacity ranging from 1.0 MWp to 5.0 MWp and are set up in the licensed area of supply of a licensee, shall be sold to the connected licensees at a tariff not exceeding the highest capped price allowed by the Commission for that year for the purchase of energy by the licensee from among the various categories of renewable sources. The projects eligible for generation-based incentive from MNRE shall avail the same.On withdrawal of the incentive by MNRE for reasons not attributable to the grid connected solar PV plant authorities, the capped price for sale of such energy to the licensee shall be reviewed by the Commission on application to the Commission by such solar PV projects only which are commissioned up to 2011-12. The capped price for energy of grid connected solar PV plants (including those plants which are availing accelerated depreciation benefit under section 32 of the Income Tax Act, 1961) which are not eligible for aforesaid incentive declared by MNRE , shall be Rs. 11.00 / kWh for sale to the distribution licensee and such tariff will be applicable for the projects commissioned up to 2009-10 and shall remain valid for ten years whereas those projects which are not eligible for aforesaid incentive declared by MNRE and are commissioned after 2009-10 but before 31st March, 2012, shall be Rs. 10.00 / kWh.

2.5 The Haryana ERC vide its order dated 25.04.2008 has fixed tariff for Solar PV generation at Rs. 15.96 per kW for power projects commissioned up to 31.12.2009 and Rs. 15.16 per kWh for power projects commissioned after 31.12.2009 but before 31.03.2009. The tariff announced is without taking into consideration incentive as notified by MNRE. However, if the project qualifies for generation base incentive the utility shall pay the net rate after deducting the incentive from MNRE. 

3.0 Salient features of MNRE guidelines providing incentives for 

         solar PV and solar Thermal generation projects

3.1 The Ministry will consider support for a maximum capacity up to  

50 MW (including solar photovoltaic as well as solar thermal    power generation) during the 11th plan period as per the guidelines and norms prescribed.

3.2 A maximum cumulative capacity of 10MWp of Grid interactive solar PV power and thermal power generation projects of minimum one MW installed capacity will be eligible for consideration of generation based incentive in a State.

3.3 The Indian Renewable Energy Development Agency (IRDA) will assist the Ministry in fund handling, monitoring and other associated activities in this regard. Details of broad guidelines for submission of proposals by the interested project developers, details of incentives and other related guidelines are depicted in the circulars of MNRE.

3.4 In case any project developer is desirous of availing the accelerated depreciation benefit for the project under section 32 of the Income Tax Act 1961, they would not be eligible for generation-based incentive.

3.5 The Ministry may provide, through IREDA, a generation-based incentive of a maximum of Rs. 12.00 per kWh (for Solar PV) and Rs. 10.00 (for Solar Thermal) Generation to the eligible projects which are commissioned by 31st December, 2009, after taking in to account the power purchase rate (per kWh) provided by the State Electricity Regulatory Commission or utility for that project. Any project commissioned after 31st December, 2009 would be eligible for a maximum incentive with a 5% reduction and ceiling of Rs. 11.40 per kWh (for Solar PV Generation Project) and Rs. 9.50 (for Solar Thermal Generation Project).

3.6 The maximum amount of generation based incentive applicable for a project will be determined after deducting the power purchase rate for which PPA has been signed by the utility with a project developer, from a notional amount 

· of Rs 15.00 per kWh for solar PV generation power projects. In all cases the maximum amount of generation-based incentive shall not exceed Rs. 12.00 per kWh.

· of Rs 13.00 per kWh for solar Thermal generation power projects. In all cases the maximum amount of generation-based incentive shall not exceed Rs. 10.00 per kWh

3.7 The generation-based incentive will continue to decrease, as and when the utility sign a PPA for power purchase at a higher rate. The proposed annual escalations agreed with the utility, as in force, should also be reflected in the PPA.

3.8 The generation-based incentive approved for grid interactive Solar PV and solar Thermal generation projects may be available for a maximum period of ten years from the date of approval.

3.9 The Ministry may, at any given time, even before 31st March, 2010, announce a new generation based incentive and guidelines, which will be applicable to all such proposals / projects that have not been approved by that time.

Discussion on MNRE Guidelines (for Solar PV and Solar Thermal Generation)

It seems that (reference be made to the guideline 2.2 of both the notifications) in a State the maximum cumulative capacity of solar generation projects is 20 MWp since both guidelines stipulates 10 MWp for each type of generation i.e. Solar PV and Solar Thermal whereas the tariff discussion papers of different ERC’s depict the maximum cumulative capacity of solar generation projects as 10 MWp only.

4.0 Proposed tariff for Solar PV and Solar Thermal Power Projects to be commissioned under demonstration programme as per guidelines issued by the Ministry Of New and Renewable Energy.

The Commission intends to fix the tariff for solar power during the period for which the Ministry is providing generation incentive and the tariff so fixed shall be applicable to demonstration projects only under the 11th plan period.

The highest generalized power purchase tariff approved for SHP’s upto 5 MW capacity is Rs. 2.87 per kWh and the Commission proposes to adopt this rate duly allowing the generator to become eligible for the generation incentive as per the guidelines issued by the Ministry. 

Hence, the proposed tariff for eligible grid connected Solar Power Plant of capacity 1.0 MWp to 5.0 MWp and commissioned before 31st December, 2009, is proposed as follows,

· Solar PV Generation is  Rs. 14.87 per kWh i.e. Rs. 12.00 (the maximum generation-based incentive announced by the Ministry to eligible projects) + Rs. 2.87 (Tariff for SHP’s upto 5 MW installed capacity in the State of Himachal Pradesh)

· Solar Thermal Generation is Rs. 12.87 per kWh i.e. Rs. 12.00 (the maximum generation-based incentive announced by the Ministry to eligible projects) + Rs. 2.87 (Tariff for SHP’s upto 5 MW installed capacity in the State of Himachal Pradesh)

The above tariff shall be applicable to the eligible demonstration projects till such date the aforesaid incentive of MNRE continues and the depreciation benefit under IT Act 1961 shall not be allowed.

The proposed tariff shall apply to all such projects which are eligible for generation incentive scheme under MNRE guidelines, where there is a regular power generation and the utility continues to purchase power from such projects.

Since the guideline no. 4.4 of the notification of the Ministry for New and Renewable Energy Sources stipulates that any project commissioned after 31st December, 2009 would be eligible for a maximum incentive with a 5% reduction and ceiling of Rs. 11.40 per kWh (for Solar PV Generation Project) and Rs. 9.50 (for Solar Thermal Generation Project) hence, it is proposed that for any project commissioned after 31st December, 2009 the tariff for solar energy (both for Solar PV based and that of Solar Thermal Technology based) shall be Rs. 2.87 per kWh (Base FY 2010-11) with annual escalations at 5% up to year 2011-12 i.e. the Plan period. This is to ensure that the Commission promotes the Solar Energy generation in the State.

The tariff after March, 2012, for such time MNRE generation incentive scheme continues, shall be reviewed by the Commission at an appropriate time to come.

For the power projects, which are not or shall not be eligible or covered under demonstration projects, the Commission shall determine the tariff only after a definite and reliable data on cost of the solar project(s) is available and shall be guided by the regulation 6 of the HPERC (Power Procurement from Renewable Sources and Cogeneration by Distribution Licensee) Regulations, 2007.

The Commission solicits comments/ suggestions/views/objections from all the stakeholders in this matter so as to reach the Secretary, Himachal Pradesh Electricity Regulatory Commission up to 30th November, 2008.

Secretary

HPERC
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