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CENTRAL ELECTRICITY REGULATORY COMMISSION 
NEW DELHI 

 
Petition No. 11/SM/2017 

Coram: 

Shri Gireesh B. Pradhan, Chairperson 
Shri A.K. Singhal, Member 
Shri A.S. Bakshi, Member 
Shri M.K. Iyer, Member 

 
          Date of Order:  18th of July, 2017 

 
In the matter of 
 
Calculation of Average Power Purchase Cost (APPC) at the national level. 
 

 
ORDER 

 
The Commission, in discharge of its responsibilities, under the Electricity Act, 

2003, viz. “regulating inter-State transmission of electricity, specifying grid code, and 

specifying standards with respect to quality and reliability of service,” has notified the 

Central Electricity Regulatory Commission (Indian Electricity Grid Code) (Third 

Amendment) Regulations, 2015 and the Central Electricity Regulatory Commission 

(Deviation Settlement Mechanism and related matters) (Second Amendment) 

Regulations, 2015 (hereinafter referred to as “DSM Regulations”)  to provide for the 

Framework on Forecasting, Scheduling and Imbalance Handling for Variable Renewable 

Energy Sources (Wind and Solar). 

 

2. The above Regulations provide for a framework to enable forecasting and 

scheduling of wind and solar generating stations that are regional entities. The framework 

is aligned with the existing settlement mechanism applicable to conventional generating 

stations under the control of RLDCs, to the extent that the wind and solar generators are 

paid by the beneficiaries as per schedule, and deviation from schedule is settled with the 
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Regional DSM pool. The graded deviation settlement band provides an incentive for 

improving accuracy of forecasting, and uses the PPA rate of generators in long-term 

PPAs as the „fixed rate‟ for deviation settlement. The relevant provision of the DSM 

Regulations in this context (Regulation 5, Clause 1, sub-clause (v) is extracted below: 

“...Where the Fixed Rate is the PPA rate as determined by the Commission under Section 
62 of the Act or adopted by the Commission under section 63 of the Act. In case of 
multiple PPAs, the weighted average of the PPA rates shall be taken as the Fixed Rate...” 

 

3. However, this fixed rate is not applicable to generators that are not in long-term 

PPAs, such as open access entities. In this context, it is stated: 

“Fixed Rate for Open Access, participants selling power which is not accounted for RPO 
compliance of the buyer, and the captive wind or solar plants shall be the Average Power 
Purchase Cost (APPC) rate at the National level, as may be determined by the 
Commission from time to time through a separate order. A copy of the order shall be 
endorsed to all the RPCs.” 

 

This implies that for Open Access wind or solar sellers that are regional entities 

and selling power under REC framework, and for Captive plants where PPAs do not exist, 

settlement shall be done at APPC determined at the national level. In pursuance of this 

provision, the Commission is required to determine the national level APPC. 

 

4. The Commission notified order dated 25.1.2016, for „Determination of Average 

Power Purchase Cost (APPC) at the national level‟ (Petition No. 15/SM/2015) and 

prescribed the National APPC as Rs. 3.40/ kWh. 

The above APPC value was applicable during the remaining months of FY 2015-16, as 

well as for FY 2016-17, for the purpose of deviation settlement in respect of open access 

and captive wind and solar generators fulfilling the requirement of regional entities. 

5. In this context, it would be pertinent to mention that Regulation 5(c) of Central 

Electricity Regulatory Commission (Terms and Conditions for recognition and issuance of 
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Renewable Energy Certificate for Renewable Energy Generation) Regulations, 2010 

defines Average Power Purchase Cost (APPC) as follows: 

“for the purpose of these regulations „Pooled Cost of Purchase‟ means the weighted average 
pooled price at which the distribution licensee has purchased the electricity including cost of 
self generation, if any, in the previous year from all the energy suppliers long-term and short-
term, but excluding those based on renewable energy sources, as the case may be.” 

 

6. Accordingly, APPC at the national level for FY 2017-18 is proposed to be 

determined by computing the average of APPC of all States and Union Territories, 

weighted by volume of conventional power purchased by the respective State/UT.  

7. Data for approved purchase cost and volume of power for FY 2016-17, from the 

respective FY 2016-17 Tariff Order of the States, have been considered. Data used for 

calculation of APPC in respect of all States and UTs, exceptions as well as the 

calculations are given in the Annexure to this Order. 

8. The total cost of power purchase considered for computation of APPC excludes 

cost of generation or procurement from renewable energy sources and transmission 

charges. Exclusion of cost of generation or procurement from renewable sources is in 

alignment with the objective of determining APPC, which is to ascertain the average cost 

of power from conventional sources of electricity, Furthermore, with a view to consider 

energy costs only, transmission charges have been excluded from these calculations. 

9. Based on the tariff orders issued by the SERCs/JERCs for FY 2016-17, the APPC 

at the National level has been worked out as Rs 3.48/kWh. It is proposed that APPC shall 

be applicable during FY 2017-18 and until further orders, for the purpose of deviation 

settlement in respect of the open access and captive wind and solar generators fulfilling 

the requirement of regional entities. 
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10. The Commission invites comments of stakeholders on the proposed determination of 

APPC as per the Annexure to the Order, by 4.8.2017 

Sd/-   Sd/-   Sd/-    Sd/- 
  (Dr. M.K.Iyer)   (A.S.Bakshi)   (A.K. Singhal)      (Gireesh B. Pradhan) 
     Member       Member       Member            Chairperson 
  














