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Rooftop Solar Conundrum (Part 1)

Are consumers likely to loose out on the benefits of technological advance in
clean energy by a regulatory system that does not demonstrate the need of the
hour flexibility and forward thinking?

The Electricity Act 2003, which was enacted among other aims, for improving the
commercial viability of the state utilities, is having a counter effect to its tradition
business model. Sale of power, which is the main source of revenue for utilities, is
being challenged with the increasing uptake of rooftop solar installations.

The Act was enacted at a time when renewable energy (RE) technology was still
developing and cost of producing per unit was higher than conventional sources
of power. By its very nature of harnessing power through sun, wind etc, it was
recognised as a benign source of electricity. In terms of investment, on
comparison with conventional energy sources (coal, gas etc), they have high fixed
costs and low variable costs (fuel costs) and are considered as stable sources of
power - ability to supply on demand. RE sources such as wind and solar do not
have any variable costs and are priced according to the fixed cost (capital and
operational costs), making price per unit cost of power costlier than conventional
sources. On the other hand, RE sources are intermittent and unpredictable sources
of electricity supply as they are dependent on the vagaries of the weather.
In simple terms, electricity generation is related to wind speed or solar radiation
e.g. on low windy days no electricity is produced by the wind power plant or on
cloudy days solar panels may not be able to generate its maximum capacity.
Within this context, the combinations of high price with drawbacks of
unpredictable and sporadic generation make it an unattractive proposition for
utilities as the preferred choice.

Pricing and intermittency have created two critical drawbacks for RE sources. The
drawbacks have its origins in the way the electricity system is managed and
operated. At the heart of the electricity system is a system operator - load
despatch centre - and the “merit order despatch” method of supply. The load
despatch centre is the entity responsible for co-ordinating electricity supply and
demand in real time to avoid fluctuations in frequency or disruption of supply.
Merit order despatch is a condition which dictates that the cheapest and priority
based source should be pumped into the grid. For the system operator, the
cheapest source is refers to the variable cost of power, i.e. fuel cost. Whilst, the
system operator does not take into consideration fixed cost of power making
prices of coal cheaper than solar or wind. Logically, RE sources will be not allowed
to pass into the electricity grid.

Another function of the system operator is to schedule and give directions to gen-
erators on when and how much electricity to generate, and manages any events
that cause the supply-demand balance to be disrupted. Within the context, there is
always the possibility given the intermittent supply of RE sources, scheduling of
RE power generation may not be possible. This will lead to the system operator
asking RE sources to back down or stop generation so that the grid or wires does
not get overloaded i.e. congested. This makes renewable energy was/is never the
primary technology choice by the system operator. For this purpose, Indian
regulators have given RE a “must run” status i.e. requiring the system operator to
enable RE sources to feed power into the grid irrespective of the merit order
despatch to enable them to compete with conventional sources. (to be contd)
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TNEB signs up for 1,500MW solar power at Rs 3.47 per unit

Sixteen solar power companies which bid for 1,500MW in TN have accepted Rs 3.47 as tariff per unit. When
the price bids were opened on June 30, the lowest bid was from Bengaluru-based Raasi Green Earth Energy at
Rs 3.47 per unit. On Thursday, other companies which had bid at higher tariffs accepted to set up projects at
Rs 3.47 per unit.

"Many companies had bid between Rs 3.47 and Rs 3.97 per unit. We asked other solar power companies to
match the lowest tariff and on Thursday 15 companies, apart from Raasi Green, accepted the request," said a
senior Tangedco official. NLC alone had bid for the entire capacity for the year 2017-18 at Rs 3.97 per unit.
"But on June 30 itself, after the price bids were opened, NLC offered to carry out the project at Raasi's rate.
Other companies also came around later. We have given clearance for 1,500MW to 16 companies," said the of-
ficial.

As per the final list made available to TOI, NLC has got 700MW. "Five companies have been allocated 100MW
each and the remaining capacity has been given to other companies. M/s Sunlight and M/s Dev International
were allotted 1MW each. M/s Dynamize Solar was allotted 5SMW," said the official. GRT Thanga Maligai group
has been accorded clearance for 30MW.

"Companies which have been allocated 100MW or less will have to complete their projects this financial year,"
said the official. Companies which have been allocated more than 100MW each will be given two year time for
installation, he said. Tamil Nadu has so far commissioned 1,600MW of solar power projects. About 800MW is
being evacuated during peak time, the official said. "Since there are many tariffs for solar power producers,
we evacuate cheap power first, and go on to buy power from costlier sources only when the demand is high,"
the official said.

Source: The Hindu, July 7, 2017

India News
SC allows trading of Renewable Energy Certificates

The Supreme Court on Tuesday allowed trading of renewable energy certificates (RECs) on the appeal of
Indian Wind Power Association (IWPA). However, the order is restricted to non-solar RECs and would have to
comply with the earlier prices. In March 2017, Central Electricity Regulatory Commission (CERC) re-
duced REC prices to a historic low. The floor price of solar REC was reduced to Rs 1/unit and forbearance at
Rs 2.5/unit. It was earlier Rs 3.5/unit and Rs 5.8/unit, respectively. For non-solar (wind and others), the floor
price was reduced to Rs 1/unit and forbearance at Rs 2.9/unit. It was earlier in the range of Rs 1.5-3.5/unit.

The order was challenged by REC generating companies in the apex court and in the Appellate Tribunal
of Electricity (APTEL). The petitioners had submitted that lowering the prices would never clear the un-
sold stock of close to 10 million RECs. The generators asked the APTEL to suggest ways to clear the exist-
ing stock of RECs, which would be hampered by the new price regime. There are around 1,200 projects under
the REC mechanism, with a total capacity of 5,383 megawatt (MW).

Allowing the trading to commence, Supreme Court’s final decision in the matter would be taken by APTEL,
which is separately hearing the case over decrease in REC prices. The Court said during the trading, the dif-
ference in the old and new price would be deposited with the regulators till the matter is pending. Meanwhile,
APTEL on July 14 postponed the hearing in the matter by two months. Sector experts are worried that this
might lead to backlog in REC market.

Under the Renewable Purchase Obligation notified under the National Tariff Policy, makes it obligatory for
distribution companies, open-access consumers and captive power producers to meet part of
their energy needs through green energy. The states or utilities that are unable to fulfil their RPO can buy
REC, which represents 1mw-hour of power produced from a renewable energy source and are tradable
at power exchanges. It is divided into Solar REC and non-solar REC.

REC market, launched in 2010, has crashed last year with more than 1 crore certificates going unsold and has
not made significant improvement since then. In the last REC trading before it was stayed during the March
2017, the price discovered was Rs 1/unit for both non-solar and solar RECs.

Source: Business Standard, July 19, 2017
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Consumer Focus

FACTS

The Appellant, Mr. P. Subramanian, availed a single phase service connection for his residence. During the as-
sessment period, the consumer was charged for 520 units. As the consumption was high, the consumer filed a
petition before the CGRF for refund of the excess amount of Rs.1123/- collected. The CGRF of Chennai EDC/
North dismissed the petition. Aggrieved, the Appellant filed an appeal before the Electricity Ombudsman.

CONTESTATIONS

Appellant: As per the appellant's calculation, the real current charges for the period was supposed to be
Rs.1139 but the department has mentioned mistakenly as Rs.2262. Therefore, the excess amount of Rs.1123
collected from him may be returned with interest by the department and action may be taken against the per-
son who is responsible for this.

Respondent: The meter became defective because of Chennai rains in December 2015 was replaced because
of the assessment that was made as 10 units. The corresponding amount of Rs.88 was collected on 9.3.2016.
At that time, the petitioner did not object and paid the amount. Later, some discrepancies were found in the
meter reading. The difference in amount of Rs.731 will be adjusted in the future CC charges. Necessary Disci-
plinary proceeding have been initiated against the assessor.

OBSERVATIONS AND JUDGMENT

In view of the findings, the Respondent was directed to refund the excess amount of Rs. 968 with interest as
applicable to security deposit within 30 days from the date of receipt of the order. The interest was to be
calculated upto the date of refund. As the Respondent had agreed to refund the excess amount and had stated
that Disciplinary Proceedings had been initiated against the assessor, the Appellant informed that his petition
may be closed.

ECC Voice
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Tesla to build world's biggest lithium ion battery in South Australia

Tesla will build the world’s largest lith-
ium ion battery to store renewable en-
ergy in South Australia in partnership
with French energy utility Neoen. The
129MWh battery, which is paired with a
wind farm, is designed to improve the
security of electricity supplies across
South Australia.

The state’s premier, Jay Weatherill,
confirmed the deal, which forms a key
part of the government’s $550m energy
plan. Romain Desrousseaux, the dep-
uty chief executive of Neoen, said that
at 129MWh the South Australian lith-
ium ion battery would become the larg-
est in the world. The battery will be
built near Jamestown, and will be
paired with Neoen’s Hornsdale wind-
farm to provide stability for renewable
power being fed into the grid.

Musk told reporters in Adelaide on Fri-
day the project was not without techni-
cal challenges, given it would be the
largest battery installation in the world
“by a significant margin”. The battery
forms a key part of the state govern-

ment’s $550m energy plan drawn up
after last year’s statewide blackout.
Repeated blackouts in SA since Septem-
ber have sparked a political brawl over
energy policy, with the federal govern-
ment blaming the failures on the use of
renewable technologies. The Australian
Energy Market Operator said there were
many factors behind it, including
higher demand than anticipated.

Grid-scale battery storage could help to
even out price spikes, prevent black-
outs and improve reliability across the
network. Tesla recently completed an
installation of an 80MWh grid-scale bat-
tery farm in southern California within
just 90 days, which is estimated to
have cost US$100m.

The Climate Council’s Tim Flannery
said South Australia said the federal
government should be encouraging fur-
ther investment in energy storage to
assist in building the RE sector. “We
need to roll out this technology swiftly
in a bid to tackle climate change.”

Source: The Guardian, July 7, 2017

Publications/Regulations

® Lok Sabha, “National Solar Mission- An Appraisal”, July 2017, Click here

® Shubh Soni, “Renewable Energy and Multilateral Development Banks, India-

Case study”, 2017, Click here
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