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IntroductionIntroduction

    -- InIn thethe beginningbeginning ofof 20082008,, thethe fuelfuel priceprice usedused onon electricityelectricity

IntroductionIntroduction

g gg g pp yy
generationgeneration becamebecame dependingdepending onon internationalinternational FuelFuel priceprice..

-- YearYear 20092009 witnessedwitnessed aa fluctuationfluctuation inin fuelfuel priceprice (UP(UP && Down)Down)YearYear 20092009 witnessedwitnessed aa fluctuationfluctuation inin fuelfuel priceprice (UP(UP && Down)Down)

whichwhich ledled toto thethe fluctuationfluctuation inin productionproduction costscosts ofof thethe

electricityelectricity..

-- inin spitespite ofof thisthis ERCERC keenkeen toto controlcontrol thethe tarifftariff withoutwithout decidedecide-- inin spitespite ofof thisthis ERCERC keenkeen toto controlcontrol thethe tarifftariff withoutwithout decidedecide

anyany increaseincrease inin tarifftariff duringduring 20092009..
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  IntroductionIntroduction……… Cont.……… Cont.

-- InIn steadstead ofof increasingincreasing inin tarifftariff ERCERC adoptadopt    InIn steadstead ofof increasingincreasing inin tariff,tariff, ERCERC adoptadopt

AA conceptconcept ofof {{FuelFuel AAdjustmentdjustment ClauseClause

ConceptConcept }} inin orderorder toto absorbabsorb anyany increaseincrease

whichwhich maymay occuroccur inin futurefuture ThisThis conceptconcept willwillwhichwhich maymay occuroccur inin futurefuture ..ThisThis conceptconcept willwill

useuse toto compensatecompensate thethe consumersconsumers inin casecase ofof

anyany decreasingdecreasing inin fuelfuel adjustmentadjustment priceprice..
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The need of Fuel AThe need of Fuel Adjustment djustment Clause ConceptClause Concept

••     TheThe needneed ofof thisthis conceptconcept hashas raisedraised duedue toto thethe

jj pp

hugehuge losseslosses IncurredIncurred byby thethe GovernmentalGovernmental nationalnational

electricityelectricity powerpower companycompany (NEPCO)(NEPCO) whichwhich considerconsiderelectricityelectricity powerpower companycompany (NEPCO)(NEPCO) whichwhich considerconsider

thethe singlesingle BuyerBuyer..

GG•• TheThe GovernmentGovernment RevokedRevoked thethe additionaladditional taxtax

((filsfils/KWh)/KWh) andand ERCERC withwith fullfull cooperationcooperation withwith

ministryministry ofof financefinance andand decideddecided toto addadd thisthis filsfils toto

thethe tarifftariff
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thethe tarifftariff..
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First :First :-- Assumption Assumption 

11. Adopting . Adopting 2010 2010 dispatch (sent out Energy dispatch (sent out Energy from GENfrom GEN. To . To 

TRANSTRANS which equal which equal 14604 14604 GWhGWh ..

22. Fuel prices and Quantities as follow :. Fuel prices and Quantities as follow :--

HFODiesel HFODiesel 

Thousand 
Ton

Thousand 
M3

3005 4
JD/TonFils/ liter

389589 3005.4389589

* Plants which burning NG has a constant price writhen an 20 yrs agreement
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 Plants which burning NG has a constant price writhen  an  20 yrs agreement



Fuel Adjustment Clause MethodologyFuel Adjustment Clause Methodology

    -- FuelFuel AdjustmentAdjustment ClauseClause isis calculatedcalculated everyevery 33 monthsmonths
((JanJan FebFeb andand march)march) inin thethe endend ofof AprilApril sincesince FuelFuel pricesprices

Fuel Adjustment Clause Methodology Fuel Adjustment Clause Methodology 

((Jan,Jan, Feb,Feb, andand march)march) inin thethe endend ofof AprilApril sincesince FuelFuel pricesprices
forfor thesethese monthsmonths becamebecame actualactual andand soso thethe differencedifference
betweenbetween assumedassumed costcost andand thethe actualactual costcost isis availableavailable..

--TheThe newnew figurefigure wewe havehave willwill bebe divideddivided onon thethe forecastedforecasted
salessales forfor thethe monthsmonths (may(may junejune andand July)July) andand thethe resultresultsalessales forfor thethe monthsmonths (may,(may, junejune andand July)July) andand thethe resultresult
willwill bebe filsfils/KWh/KWh..

-- ThisThis amountsamounts willwill bebe compensatedcompensated byby finalfinal consumersconsumers
transferringtransferring viavia reflectingreflecting itit onon thethe consumersconsumers billsbills asas
FuelFuel AdjustmentAdjustment ClauseClause (plus(plus oror minus)minus)..
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FuelFuel AdjustmentAdjustment ClauseClause (plus(plus oror minus)minus)..
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Fuel Adjustment Clause MethodologyFuel Adjustment Clause Methodology ….. Cont….. Cont

-- ThenThen ,, InIn thethe endend ofof JulyJuly wewe calculatecalculate thethe FuelFuel AdjustmentAdjustment

j gyj gy

ClauseClause forfor thethe monthsmonths (( April,April, may,may, June)June) asas aa resultresult ofof

becomingbecoming FuelFuel pricesprices andand QuantitiesQuantities KWhKWh forfor thesethese monthsmonths isis

actualactual ..

-- ThenThen wewe calculatecalculate thethe differencedifference betweenbetween thethe assumedassumed costcost andand

actualactual costcost (in(in millionsmillions JD),JD), andand thenthen divideddivided itit byby forecastedforecasted salessales

ofof electricelectric powerpower (KWh)(KWh) ofof thethe monthmonth followingfollowing thethe monthmonth inin whichwhich

thth t t tt t t ((j lj l )) dd thth thth (A(A S t bS t bwaswas thethe treatmenttreatment ((julyjuly),), andand thesethese monthsmonths areare (Aug(Aug.. September,September,

October)October) andand soso thisthis amountamount ((FilsFils /KWh)/KWh) willwill bebe shownshown onon thethe finalfinal

consumersconsumers billsbills asas fuelfuel clauseclause (plus(plus oror minus)minus)
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consumersconsumers billsbills asas fuelfuel clauseclause (plus(plus oror minus)minus)..
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Fuel Clause MethodologyFuel Clause Methodology ContContFuel Clause Methodology ….. Fuel Clause Methodology ….. ContCont

-- AndAnd thusthus havehave beenbeen addressingaddressing thethe differencesdifferences ofof thethe monthmonth fromfrom

JanJan toto junejune))..

-- AtAt thethe endend ofof OCTOCT.. wewe calculatecalculate thethe FuelFuel ClauseClause forfor thethe monthsmonths ((julyjuly

,Aug,,Aug, andand Sept)Sept).. asas aa resultresult ofof becomingbecoming FuelFuel pricesprices andand QuantitiesQuantities

KWhKWh forfor thesethese monthsmonths isis actualactual..

-- AndAnd thethe wewe diveddived thethe amountamount wewe havehave MJDMJD onon thethe forecastedforecasted

salessales toto thethe monthmonth andand thethe resultresult willwill bebe aa ((filsfils/KWh)/KWh) .. andand soso onon
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Example:Example:pp

--TheThe sentsent outout energyenergy ofof powerpower ((GWhGWh)) fromfrom stationstation

burningburning HFOHFO andand LFOLFO fromfrom JanuaryJanuary toto MarchMarch 20102010 isis

expectedexpected toto reachreach aboutabout 313313 33 GWhGWh asas followsfollows::expectedexpected toto reachreach about,about, 313313..33 GWhGWh asas followsfollows::

-- HFOHFO :: 311311..22 GWhGWh .. AboutAbout 9595 thousandthousand tonstons ofof HFOHFO..

-- LFOLFO : : 22..1 1 GWhGWh About  About  00..9 9 thousand Mthousand M3 3 of LFO. of LFO. 
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Th t d i b ilt t d f i ti t iff f thThe expected prices was built on a study of existing tariff for the 
period (2010-2011) shown in the following table                         

EXPECTED FUEL PRICESEXPECTED FUEL    PRICES

JAN FEB MAR
1ST half 2ND half 1ST half 2ND half 1ST half 2ND half 

HFO JD/TON 380.0 380.0 380.0 380.0 380.0 380.0

--    
::The expected cost by tariff adopted in 2010 --

LFO FILS/LITER 589.0 589.0 589.0 589.0 589.0 589.0

JAN FEB MAR
TOTAL

1ST half 2ND half TOTAL 1ST half 2ND half TOTAL 1ST half 2ND half TOTAL

HFO MJD 8.3 8.3 16.5 5.8 5.8 11.5 4.0 4.0 8.1 36.1HFO MJD 8.3 8.3 16.5 5.8 5.8 11.5 4.0 4.0 8.1 36.1

LFO MJD 0.1 0.1 0.2 0.0 0.0 0.0 0.2 0.2 0.3 0.5

TOTAL MJD 8.4 8.4 16.7 5.8 5.8 11.5 4.2 4.2 8.4 36.6
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AcutalAcutal Fuel prices set by governmentFuel prices set by government

JAN FEB MAR
1ST half 2ND half 1ST half 2ND half 1ST half 2ND half

HFO JD/TON 370.3 379.1 379.1 363.9 363.9 367.7

--  The actual cost The actual cost 

LFO FILS/LITER 445.0 455.0 455.0 435.0 435.0 465.0

JAN FEB MAR TOTAL1ST half 2ND half TOTAL 1ST half 2ND half TOTAL 1ST half 2ND half TOTAL
HFO MJD 8.0 8.2 16.3 5.7 5.5 11.3 3.9 4.0 7.9 35.4

LFO MJD 0.1 0.1 0.2 0.0 0.0 0.0 0.1 0.1 0.2 0.4

TOTAL MJD 8.1 8.3 16.4 5.7 5.5 11.3 4.0 4.1 8.1 35.8
--  The DifferenceThe Difference

JAN FEB MAR
TOTAL1ST half 2ND half TOTAL 1ST half 2ND half TOTAL 1ST half 2ND half TOTAL

HFO JD 0.21 0.02 0.23 0.01 0.24 0.26 0.17 0.01 0.18 0.67
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LFO JD 0.02 0.02 0.05 0.00 0.00 0.00 0.04 0.04 0.08 0.13

TOTAL JD 0.23 0.04 0.28 0.01 0.24 0.26 0.21 0.05 0.26 0.80



ThTh tt ff 00 8080 illiilli JDJD illill bb ff thth b fitb fitTheThe amountamount ofof 00..8080 millionmillion JDJD willwill bebe forfor thethe benefitbenefit

ofof NEPCONEPCO (the(the expectedexpected costcost stillstill lessless thanthan thethe

actual)actual) andand willwill assumeassume thatthat thisthis sumsum wouldwould bebe

negativenegative (only(only forfor thethe purposespurposes ofof thethe study)study) andand

willwill thereforetherefore bebe absorbedabsorbed fromfrom thethe finalfinal consumersconsumers

throughthrough thethe billsbills comingcoming months,months, asas followsfollows::t ougt oug t et e b sb s co gco g o t s,o t s, asas o o so o s
-- expectedexpected salesale forfor (may(may -- julyjuly 20102010)) isis 31423142 GWhGWh..

00 88 // 31423142 00 2323 filfil //k hk h d thi ill b b b dd thi ill b b b d-- 00..8 8 / / 3142 3142 = = 00..23 23 filsfils//kwhkwh and this will be absorbed and this will be absorbed 
by final consumer from the same months (may to by final consumer from the same months (may to 
julyjuly) .) .j yj y))

--
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Thank youThank you
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