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BUSINESS RULES OF POWER EXCHANGE INDIA LIMITED

These rules and the bye-laws, including the business rules have been approved by the Central
Electricity Regulatory Commission. However, as observed by the Commission, notwithstanding the
approval of therulesand bye-laws by the Commission, the per sons enrolling themselves as members
or clients of the power exchange or transacting trade on the power exchange shall do so after
satisfying themselves of all the commercial aspectsincluding the fees and charges leviable under the
rules and bye-laws, uninfluenced by the fact that the Commission has approved them since these are
the matters exclusively between the parties
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Chapter 1: MEMBERSHIP

TRADING / CLEARING MEMBERSHIP

1. The Exchange shall have following categories of Members:

i. Trading Members (TM): TM shall be the Members admitted as such by the
Exchange who shall be entitled to trade on Exchange on behalf of their Clients or on
their own account. They will not be able to clear such trades. Clearing for these
trades would be done by a Professional Clearing Member or a Trading cum Clearing

member in the manner prescribed by the Relevant Authority.

ii. Trading and Self Clearing Member (TSCM): TSCM shall be the Members admitted
as such by the Exchange who shall be entitled to trade on Exchange on their own
account and shall also be bound to clear and settle all such trade done by them
unless responsibility to clear and settle is expressly accepted by a Professional
Clearing Members or another Trading cum Clearing member in the manner
prescribed by the Relevant Authority and with the prior approval of the Relevant
Authority.

iii. Trading cum Clearing Member (TCM): TCM shall be the Members admitted as
such by the Exchange who shall be entitled to trade on Exchange on behalf of their
Clients or on their own account and shall also be bound to clear and settle all such
trades done by them unless responsibility to clear and settle is expressly accepted
by a Professional Clearing Member or another Trading cum Clearing member in the
manner prescribed by the Relevant Authority and with the prior approval of the

Relevant Authority.

iv. Professional Clearing Members (PCM): PCM shall be the Members admitted as
such by the Exchange who shall be entitled to clear and settle the trades done by
their Constituents which can be Trading Members/Trading and Self Clearing
Members/ Trading cum Clearing Members in the manner as prescribed by the

Relevant Authority from time to time.



The rights and privileges of a member shall be subject to the Bye Laws and Rules of

the Exchange.

All members of the Exchange shall have to register themselves with the Exchange
prior to commencing operations on the Exchange.
The Relevant Authority may define other categories of Members and may specify

different norms including eligibility, admission and cessation of membership.

The Relevant Authority may specify pre-requisites, conditions, formats and
procedures for application for admission, termination, re-admission, etc. of different
categories of Members and eligibility criteria for trading / clearing in all or any of the
trading / clearing segments of the Exchange. The Relevant Authority may, at its

absolute discretion, refuse permission to any applicant to be admitted as Member.

Such fees, security deposit, contribution and other money as are prescribed by the
Relevant Authority would be payable on or before admission as Member and for

continued appointment thereof.



Chapter 2 -DEPOSITS & MARGINS

Initial Security Deposit

The Exchange Members are required to pay the Exchange an interest free refundable
security deposit in accordance with “Admission rules” and decided by the Relevant
Authority from time to time. This deposit would be payable only by way of demand draft
drawn in favor of ‘Power Exchange India Limited.” The initial security deposit would be
the minimum deposit that the member would have to maintain with the Exchange at all
times during the course of the membership.

Margins

Margins would need to be brought in by members to secure their trades on a day to day
basis. The Members may remit margins in the form of cash and/or in the form of bank
guarantee or fixed deposit from any of the Exchange - Approved banks. The members
can also arrange to block funds in their available unutilized bank limits if any, towards
provision of margins. While computing margins the Exchange would also take into

account the initial security deposit lying with the Exchange.

The initial deposit, and any other deposit/margins paid by the Members shall constitute a
part of the Settlement Guarantee Fund (SGF).

Forms of Margins

A. Cash : In case the member opts to place margins in the form of cash, member shall
arrange margins with its clearing bank. The clearing bank shall transfer funds from
Member’s settlement account to Exchange’s margin account as per the Member’s

instruction.

B. Bank Guarantee: The Exchange shall prescribe standard format for Bank
Guarantee by way of issuance of a circular. The Exchange shall accept irrevocable
Bank Guarantees issued by the approved banks only in formats prescribed by the
Exchange. The list of approved banks shall be informed to the members by way of

circular.



The tenure of Bank Guarantee instrument shall be for a minimum period of 1 year

and maximum for a period of 10 years with or without claim period.

If claim period is provided, the Bank guarantee shall be included as part of collateral
till maturity date. If Claim period is not provided, and in case the Bank guarantee is
not renewed 15 days prior to maturity, Bank Guarantee shall stand withdrawn 15

days prior to maturity
Member can also opt to submit new Bank Guarantee instead of renewal of Bank
guarantee. The Exchange shall prescribe standard format for renewal of Bank

Guarantee by way of issuance of circular.

Points to note at the time of submission of Bank Guarantee:

e The Bank Guarantee shall be issued by the bank on behalf of the Member.

e Each page of the bank guarantee should bear the bank guarantee number
and should be signed by two authorised signatories of the bank along with
Bank’s seal/stamp.

e All handwritten corrections, blanks or irrelevant portions struck off shall be
authenticated by the bank by affixing the bank seal / stamp along with the

signature of at least two authorised signatories.

. Fixed Deposit Receipt: The Exchange shall accept Fixed Deposit Receipt issued by
the approved banks in formats prescribed by the Exchange. The list of approved
banks shall be informed to the members by way of circular.

The FDR should be issued for a minimum period of 3 months.

Auto renewal letters of FDR should be submitted as per prescribed formats

sufficiently before maturity to the Exchange.

Points to note at the time of submission of FDR

e FDR should be issued in favour of Power Exchange India limited a/c —

“Member Name”.



e Round stamp of the bank shall be affixed on the FDR and authorized by one
bank official.
e Should be accompanied by Bank letter as per prescribed format

e Should be accompanied by Member letter as per prescribed format

D. Bank Credit limit: Members may have working capital / credit limit with the clearing
banks or their local banks. Local banks can have an arrangement with clearing bank
through which the available credit limit shall be intimated by the clearing bank to the
Exchange and if found suitable by the Exchange, these credit limits shall form part of

Trading Margins available for trading.

Banks shall provide funds to the Exchange on Payin day to the extent of member’s
obligation.

Release of Margins

Members can withdraw any unutilized margins, other than the initial security deposit,
which are in the form of cash, Bank guarantee, FDR placed with the Exchange by
placing release request to the Exchange. Release request shall be processed only after
market hours. Cash shall be credited to the members settlement account on next
banking day. In case of release of BG/FDR the Exchange shall courier the same to the

member on the next day.

However, the initial security deposit would only be refunded on the surrender/termination
of membership subject to clearance of all Member dues and provided that the member

has not traded in the last six months.



Chapter 3: TRADING SYSTEM AND CONNECTIVITY

TRADING SYSTEM
The Exchange shall provide an Automated Trading facility through a Trading System for

trading on all the contracts admitted for trading on the Exchange.

Trading on the Exchange shall be allowed only through Workstation(s) located at
locations for the office(s) of a Member as approved by the Exchange. If LAN or any other
way to other workstations at any place connects an Approved Workstation of a Member

it shall require an approval of the Exchange.

Each Member shall have a unique Member Code which shall be provided by the
Exchange at the time of enroliment of the member and which shall be used to log on

(sign on) to the Trading System.

A Member shall have a non-exclusive permission to use the Trading System, as
provided by the Exchange, in the ordinary course of business as a Member of the

Exchange.

A Member shall not have any title rights or interest whatsoever with respect to Trading

System, its facilities, software and the information provided by the Trading System.

The Exchange will provide the application software for installation of Trading System to
the Member without any cost. However the Member has to arrange for installation of
trading application software at his Workstation on his own cost.

The Trading System shall be made available to the Member for trading subject to such
terms and conditions as the Relevant Authority may determine from time to time for, inter

alia, payment of such charges as may be prescribed from time to time.

Access, to the Trading System may be withdrawn or restricted by the Relevant Authority
at any time without assigning any reason and at its absolute discretion. The Member
shall, at its own costs, install and use such equipment and software as specified by the

Exchange from time to time for the purpose of accessing the Trading System.



A Member shall not, either by himself or through any other person(s):

e use the software provided by the Exchange for any purpose other than the
purpose as approved and specified by the Exchange

e use the software provided by the Exchange on any equipment other than the
workstation approved by the Exchange

e copy, alter, modify or make available to any other person the software provided
by the Exchange

e use the software in any manner other than the manner as specified by the
Exchange

e attempt directly or indirectly to de-compile, disassemble or reverse engineer the

same.

A Member shall not, either by itself or through any other persons on his behalf, publish,
supply, show or make available to any other person or reprocess, retransmit, store or
use the facilities of the Trading System or the information provided by the Trading
System except with the explicit approval of the Exchange or in the ordinary course of

business to complete the transactions on the Exchange.

The Exchange shall provide its services on a best effort basis. However the Exchange
shall not be liable for failure or malfunctioning of the Trading System or any other
support systems and or for any loss, damage, or other costs arising thereupon and/or

on account of and in any way out of:

e Failure of telecom network or systems including failure of ancillary or associated
systems, or fluctuation of power, or other environmental conditions; or

e accident, loss/damage arising due to transportation, neglect, misuse, errors,
frauds of the Member or its Authorized Users or the agents or any third party; or

e any fault in any attachments, system or equipments (either supplied by the
Exchange or approved by the Exchange) which forms or does not form part of
the trading workstation installation; or

e acts of God, fire, flood, war, act of violence, or any other similar occurrence or for
any reason beyond the control of Exchange; or

e any incidental, special or consequential damages



No Member shall deal on or access the Trading System or related facilities through
another Member or on behalf of another Member, unless the prior approval of the

Exchange in writing is obtained in this regard.

A Member who wants the Exchange to reset his password, has to make a request in
writing signed by the Member indicating his User Id. A Member shall not make a request

for resetting the password of any other Member.

Member End Connectivity Requirements

In order to connect with the PXIL Trading System , the Members will have the option to
connect either using the internet or through Point to Point leased line connectivity which

the member will have to provision at their end.

a. Connectivity- Primary Link

The PXIL trading application is web based and hence all members will connect to the
server at PXIL via Internet link. The members will have to avail internet connection
through any service provider of their choice and depending on the availability of the
service provider in their circle. The minimum requirement of internet bandwidth at the
member end is 512Kbps dedicated. Internet is the recommended connectivity for the

members, however members can also choose to have leased line connectivity as well.

Members will have the option to connect via point to point Lease line which can be
provided by BSNL /MTNL /Reliance /Tata / Bharti .The minimum requirement of Point to
Point Lease line at the member end is 512Kbps dedicated. If the members choose to
have point to point leased line connectivity, then they will have to inform the exchange at
least 30 days in advance so that required termination equipment and port is made
available at the exchange end.

b. Application procedure

All members will directly apply to the respective service provider in their circle and

ensure the availability of internet link/ Leased line as per the requirement.
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c. Equipment requirement:

Depending upon the selected service provider in the member circle appropriate
hardware like router & modem should be provisioned by the members with at least one

global static IP address.

The router should have minimum 1 Serial interfaces and 2 Ethernet interface. The
modem is generally provided as rental from service providers.

c. Onetime & Recurring charges

Members are requested to pay the necessary charges towards installation, Security
deposit etc. which are one time charges payable to the service provider directly.
Members are also required to pay recurring charges for the modem rental and

internet/leased line link charges directly to the respective service provider.

d. Back-up link

Members are requested to have additional internet link of 512 kbps capacity as
redundant backup link from different service provider. For automatic switch over, in case
of primary link failure, backup link from different service provider is required to be
terminated on the same router on which the primary link is terminated. All Members
having primary internet link are requested to have the backup link as well to avoid
disruption in trading due to problems in primary internet link connectivity.

In case the primary link is a point to point leased line, then the members can have the
option of either leased line as backup link or internet as the backup link.

Members should note that all charges with respect to the backup link would also be

borne by the members.

g. Payment

Members have to pay towards annual/monthly connectivity charges, security deposit if

any, Installation charges, modem rental charges as applicable to respective service

provider directly.
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h. Number of User names & passwords

Depending upon the number of traders per member, One User name & one password

will be provided per trader. The trader has the option of trading for multiple clients.

i. Crisis management

Every service provider will have a central help desk where any problem with the internet
links can be reported. The member should have the contact points of help desk/ NOC of
the internet service providers. However to avoid disruption in trading, in case of primary

link failure the backup link should be used for trading.

j- Trader end Requirement

Following are the prerequisites at trader's end to connect to PXIL through dedicated

internet link

PC with PIV processor, 512 MB RAM, 80 GB HDD
Operating system - Windows 2003 professional / Windows XP

Dedicated Internet connection

AERNEE NN

Trading software, provided by PXIL

The required configuration for Internet Link
v" Router : CISCO 1841 modular router with minimum 1 serial interface & 2
Ethernet interface
v" Modem required for Internet connectivity from respective service provider.
v" Minimum 512Kbps dedicated Internet link

The required configuration for Point to Point Lease line
v" Router : CISCO 1841 modular router with minimum 1 serial interface & 2
Ethernet interface
v" Modem required for Internet connectivity from respective service provider.
v" Minimum 512Kbps dedicated Point to Point link

12



LAN infrastructure

(a) Switch/Hub: 8/12/24 ports switch from leading manufacturers like Cisco, Nortel, D-
link or 3Com.

(b) LAN cabling: CAT 6 (structured cabling)

(C) Firewall — Unified Threat Management device to protect LAN user from Internet.

h. No. of Terminals
There is no restriction on the number of terminals that the Member can have provided

that dedicated links are set up for each of the terminals. For enablement of each of the

terminal application in the prescribed format would have to be made to the Exchange.
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Chapter 4: DEALINGS ON THE EXCHANGE

MEMBERS AND USERS

Members shall be entitled to appoint, (subject to such terms and conditions, as may be
prescribed by the Relevant Authority) from time to time Approved Users to use the
Trading System. An Approved User can be a Client of the Member or the Member

himself and/or his representatives.

Member will issue a unique Trader login and a password to each of its Approved Users
through which the Approved User shall have access to the Trading System. To enable
the Approved User the member would have to send the details of the Approved User in
the required format to the Exchange. This format would be issued via an Exchange
Circular. The Approved User will be asked to change his password when he signs on to

the Trading System for the first time.

A Member or its Approved Users thereof shall maintain complete secrecy of their

password(s).

Any trade or transaction done by use of password of any Approved User of the Member,

shall be binding on such Member.
The Approved User shall be required to change his password at the end of the password
expiry period. The Exchange shall prescribe the password expiry period from time to

time.

Day Ahead Market - Operations

TRADING DAYS

The Exchange shall operate on all days except Exchange specified holidays. A list of
holidays for each calendar year will be notified by the Exchange in advance. In case of
holidays, the Exchange shall run the order books whereby a Member can put his quotes

for such holidays.
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TRADING HOURS

The trading session for Day Ahead contracts would be from 10.00 am to 12.00 noon for
all the operational days of the Exchange

The Exchange may extend, advance or reduce trading hours by notifying the Members
as and when it deems fit and necessary.

Trade timings for new products would be announced at the time of launch of these

contracts.

TRADING CYCLE
Trading Cycle of the Exchange would be as per the “Procedure for Collective Exchange

Transactions” issued by the CTU. The various steps in the Trading Cycle are as follows:

Day — T (Day of Trading)

1. Time 10.00 am to 12.00 noon - Auction Trade Session: The Auction Trade
Session would run from 10.00 am to 12.00 noon on all seven (7) days of the
week except for the Exchange declared holidays. During this session Members
(through their Approved Users) would be allowed to place bids for buying or
selling of Electricity on the Trading System. The quantum of orders would
depend upon the Trading Margins the Member has placed with the Exchange
and these would be blocked by the Exchange as per the value of the bids of the

Members. The Trading Margins of the Members should cover the following:

For Buying Members
e Value of the bid
e Transmission charges
e Operation/scheduling charges

e Any other charges/margins as levied by the Exchange from time to time

For Selling Members
e Transmission charges
e Operation/scheduling charges

e Any other charges/margins as levied by the Exchange from time to time
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2. Time 12.00 noon to 1.00 pm - Provisional Trade Matching: No fresh bids or
revision of bids would be allowed by the system after the gate closure at 12.00
noon. The received bids would then be matched by the Exchange for each
contract (each hour) by aggregating the supply and demand bids and finding out
the Unconstrained Market Clearing Price (MCP) and the Unconstrained Market

Clearing Volume (MCV) Based on this matching

3. Time 1.00 pm to 2.00 pm — NLDC Verification: The Exchange would send the
details of the Electricity Flows (as obtained through the unconstrained market
solution) on various corridors as specified by NLDC. NLDC would check the
flows provided by the Exchange and in case of congested corridors, if any,
convey to the Exchange the revised Available Transmission Capacity (ATC) on

these corridors.

4. Time 2.00 pm to 3.00 pm — Application to NLDC: The Exchange would send the
Application for Scheduling to NLDC after re-working the market solution based
on the constraints provided by NLDC. In case NLDC does not give any
constraints then the Unconstrained Market Solution would be treated as the final
solution and would form the basis of the application to NLDC. The Exchange
shall issue the Provisional Obligation Report to the Members by 2.30 pm and

based on it, make the application to NLDC by 3.00 pm.

5. Time 5:30 pm — NLDC would confirm the Final Schedules to the Exchange and
the Exchange would issue the Final Obligation Report at 6.00 pm.

Day — T+1

1. By 11.00 a m — Pay-in of Funds by Buying Members: Buying Members would
have to bring in funds by 11.00 am as per the final obligation report for the
respective value of trades cleared on Day T. Final obligations for the buyer
member shall include trade value, operating charges and transmission charges.
Upon doing the Pay-in, the blocked margins of the buying members would be

unblocked .i.e. would be available as trading margins
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Day — T+2

1. By 11.00 AM — Pay-out of Funds to the Selling Members: By 11.00 AM on Day
T+2 Exchange would pay-out funds to the Selling Members as per the Final
Obligation Report for the respective value of trades cleared on Day T after
confirmation of the implemented delivery schedules. Exchange would ask for a
payin towards transmission and operating charges from the seller member on

T+2 day at 11.00 am i.e. during payout.

Margins blocked towards transmission and operating charges shall be

unblocked.i.e. would be available as trading margins

Operational Timelines

Day ‘T’
10.00 AM to 12.00 PM Auction Trade Session
By 11.00 AM NLDC to inform list of interfaces/control areas/ regional
transmission system on which unconstrained flows are required.
By 12:30 PM Exchange to determine unconstrained MCP & determining
provisional obligations of the Members
By 1.00 PM Communication of unconstrained solution to NLDC.
By 2.00 PM NLDC to confirm available limit for scheduling.
By 2.30 PM Exchange to determine Market Solution based on final ATC
By 2.45 PM Exchange will issue to Members Provisional Obligation Report
By 3.00 PM Exchange submits the requisition to the NLDC
By 5.30 PM NLDC confirms the final schedules to the Exchange
By 6.00 PM Exchange issues the Final Obligation Report
Day ‘T+1’
By 11.00 A.M Pay-in of Funds by Buying Members
Day ‘T+2’
By 11.00 A.M Pay-out of Funds by the Exchange to Selling Members
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TRADING PARAMETERS

Contract Specifications: For the present Day-ahead market the detailed contract
specifications are given in ‘Annexure | ’. These Contract Specifications will form an
integral part of these Business Rules and shall be binding on all Members and their
constituents trading on the Exchange. Any Contract entered into in violation of these
norms or not conforming to the specifications laid down by the Exchange shall be

considered as void.

Delivery Date: The Delivery in the present contracts would be on a Day-Ahead basis,
based on the application submitted by the Exchange to NLDC and scheduled by
NLDC/RLDCs/SLDCs.

Delivery Point: Delivery point for the purpose of the Contract shall be the seam of the
respective grid connected entity.

Traded Schedule Vs Actual Schedule: For the purpose of the contract in the Day
ahead market, the trade schedule shall be reckoned at the periphery of the regional
transmission system in which the grid connected entity is located. The actual schedule at
various seams including that of grid connected entities shall be worked out after
incorporation of transmission losses in kind. This is illustrated by the examples given

below
Case 1 - Buying Entity

Location — Maharashtra
Quantum of Purchase on the Exchange — 100 MW

WRTS ﬂ""——~

P ~ ~ 100 MW
7 % N\ Traded Schedule
/ 5% Loss \
Maharashtra __p ° M\iv_\
Periphery 91.2 1
I % MW Actual
. L\ > 7 4 Schedule
Entit v =Cheauie
Yy \ /
\ 4% | oss /
~ 7’
S o _
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Case 2 — Selling Entity

Location — Maharashtra
Quantum of Sale on the Exchange — 100 MW

WRTS —’5—_—~

-, S S 100 MW
Ve , S Traded Schedule
/ 104.17
M aharashtra 506 L 0SS M
Periphery — \
| 109.65 |
Entity \ %;% M / -
\ . Actual
N T e Schedule
N 7 _
~ - - -

Transmission Charges: The transmission charges to be paid by the buyers and sellers
for Exchange transactions would be as laid down under the Central Electricity
Regulatory Commission (Open Access in inter-State Transmission) Regulations, 2008

and would be payable to the Exchange in cash.

Transmission Losses: The losses would be handled as per the procedures issued by

CTU for ‘Scheduling of Collective Transactions’ as approved by CERC.

Scheduling and System Operation Charges: Scheduling and System operational
charges for respective LDCs shall be payable by the Exchange in accordance with the
Procedures issued by CTU for ‘Scheduling of Collective Transactions’ as approved by
CERC. Such charges shall be recovered by the Exchange and socialized amongst all

Buyers and Sellers.
Termination of Contractual liability

Members can terminate their contractual liabilities only through delivery and/or by

financial settlement
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Invalidation of a Traded Contract
The Exchange may invalidate a matched Contract if according to the Exchange; a
Member has attempted to conclude the transaction in violation of the Bye-laws of the

Exchange or with an intention of price manipulation, price rigging or price distortion.

Settlement Guarantee

Subject to the Bye-Laws, the Exchange shall guarantee the settlement of all the trades
done on the Exchange in accordance with the Bye-Laws of the Exchange. The
settlement guarantee of the Exchange is confined only to the extent of settlement liability
in terms of daily funds pay in and pay out upto the extent of funds available in the

Settlement Guarantee Fund, subject to force majeure

Governing law & Jurisdiction
Every Contract executed as per Bye-laws of the Exchange shall take effect as a
Contract made in Mumbai and shall be governed by the laws of India under the

jurisdiction of the Courts of Mumbai.

Types of Orders
The Members through their Approved Users can place the following types of orders on

the Exchange through the Trading System:

o Normal Bids: The Approved Users would be able put multiple price-quantity bids
for each contract (i.e each hourly time block).

o0 Block Bids: Block bid will specify one price and one quantity for a combination of
continuous hourly time blocks i.e same quantity, at one particular price for
multiple time slots. It will be an all-or-none type of order.

o Other bids: The Exchange shall introduce other types of bids as per the
requirement of the market. Details of such other possible bids shall be notified by

the Exchange from time to time.

Quantum of Bid
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The MW guantum in a buy bid of or on behalf of an entity (including a distribution utility)
shall not exceed the maximum deficit that the entity can have, i.e. maximum consumer
load minus minimum generation. Similarly, the MW quantum in a sale bid of or on behalf
of an entity (including a distribution utility) shall not exceed the maximum possible
surplus of the entity, i.e. maximum generation minus estimated consumer load. For this
purpose, ‘generation’ shall include entittements under power purchase agreements
entered into for catering to consumer demand in entity’s system.

Order Validation

The bids and offers entered by the Approved Users into the trading system would be
validated by the Exchange as per various parameters of price/quantity/margins etc
decided from time to time. Only after successful validation the orders would be accepted
by the Exchange.

Members shall be solely responsible for the accuracy of details of orders entered into the

Trading System including orders entered on behalf of their Clients.

Matching Rules
e Trading Session: The Exchange may launch more than one Trade Auction
Session running either in parallel or at different time spans. Subject to the
approval of the CERC, the Exchange is also entitled to modify or change the
matching rules relevant to any market or Trading Session any time where it is

necessary to do so.

e Without prejudice to the generality of the above, the order matching rules will
have the following features
o All purchase bids can have only non-increasing quantity for every
increase in the bid price, and every sale bid will have only non-decreasing
guantity for every increase in the bid price for a particular contract (hour).
0 Same client cannot place a bid and offer at the same time, for a particular
price- time slot combination.
o Block Bids
o Block Bid will be allowed only for offer quantity (sell)
0 All block bids shall be considered indivisible and they shall
either be included or excluded in totality.
0 Block Bid quantity cannot be offered for less than 2 hours

o0 A client cannot enter 2 block bids for the same time slots
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0 Block bids can be rejected if adequate demand quantity
not available for the hours for which block bid is inserted in
the system.

o Time priority would be used to select the order of similarly placed bids,.

o Bid and offer quantity shall be assumed to vary linearly between
consecutive prices.

o All buy and sell bids would be aggregated to form demand and supply
curves through which the Market Clearing Price (MCP) would be arrived
at.

o In cause of congestion more than one MCP might be arrived at.

0 The final Traded quantity would not be less than 1 MW

0 Price Rounding off would be to the nearest defined price tick (as given in
the Contract Specifications)

Reports
During and at the end of Trading Session, the Exchange will give various reports
to the Members including the Provisional Obligation Report, Final Obligation
Report and other relevant matters. Based on the Exchange’s Reports, the
Members can inform their Clients about their successful trades along with their

obligation

Settlement
Based on the application made by the Exchange, NLDC would arrange to
schedule the cleared trades which would reflect in the day-ahead schedules of
the respective RLDCs/SLDCs.
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Chapter 5 - Clearing and Settlement of Funds

Clearing Banks

The Exchange shall designate banks as Clearing Banks for transfer of funds between
Members and the Exchange. Exchange reserves right to include or exclude any banks
as Clearing Bank.

Members shall submit undertaking to the bank to debit or credit the account as per
Exchange’s instruction. The undertaking shall be submitted as per the format specified

by the Exchange by way of a Circular.

Members accounts with Clearing banks
Trading cum Clearing Members, Trading and Self Clearing Members and Professional
Clearing Members would be the Clearing Members on the Exchange. The Clearing
Members shall open the following accounts with any of the designated clearing banks

a. Settlement account

b. Exchange dues account

c. Client account
In addition to the above accounts the Members are also advised to open a Proprietary
(own) account with the same Clearing Bank.

Member should not use the client’s funds for meeting his own obligations.

Settlement account

Clearing Members shall open settlement account with any of the approved Clearing
Banks. Clearing Members can only issue cheques for transfer of money from the
settlement account to their client account. The Clearing Bank shall debit or credit the

Member’s settlement account as per the instructions received from the Exchange.

Exchange Dues account
This account shall be debited or credited by the Exchange for recovery of transaction

charges and/or any other charges as prescribed by the Exchange from time to time.
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Client Account

In addition to the Settlement Account, Clearing Member will have to open a Client
Account in the same bank as that of the Settlement Account. The Clearing Member can
deposit all cheques, cash, and other payments received from the Client and from this
account it should issue cheques to its Clients towards their receivable amount. The
Member will have cheque book facility in this account and it will also be entitled to issue
transfer instructions to the bank for transferring money from this account to the

Settlement account to meet its pay in or Margin obligations.

Exchange’s account with clearing banks
The Exchange shall maintain its settlement account with all the Clearing Banks and all
the monies received from the Members towards payin or margin, shall be used

appropriately for settlement.
Change in Clearing Banks

In case a Clearing Member wants to close a clearing account with one designated
Clearing Bank and to open a clearing account with another designated clearing bank the

member shall follow procedure as per the circular issued by the Exchange.

Clearing House

Clearing House means the Clearing Corporation/House identified and approved by
Exchange for facilitating settlement of trades and all functions incidental to clearing of
trades done or executed on the Exchange and shall mean PXI if function of such
settlement or clearing of trades is performed by PXI itself or through its agency.

Functions of Clearing House

The Clearing House will collect deposits from the Members, effect pay in and pay out
and monitor settlement process. For carrying out such activities, it may appoint various
agencies as its agents and may delegate such activities and responsibilities to such
agencies, as it may desire. Save as except if it is scheduled otherwise by the Exchange

funds settlement shall be carried out as per timeliness specified by the Exchange.

Lien on Member’s Deposits & Margins
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A Clearing Member is liable to clear all the dues against its membership and trading
liability irrespective of whether such liability is generated on its own account or on behalf
of its Constituents. When a Member defaults in making such payment to the Clearing
House all deposits, Margins, funds pay out and other assets of such defaulter Member
lying with the Exchange shall be under lien and first charge of the Exchange, irrespective
of the fact whether such assets or deposits belong to the Member or its Constituents. No
Constituent or any other person shall have any claim any charge or right on any such

deposit, margins under any circumstances.

Notices and directions
All Clearing Members shall comply with the instructions, resolutions, orders, notices,
directions and decisions of the Relevant Authority in all matters connected with the

operations of the Clearing House.

Liability of the Clearing House
The only obligation of the Clearing House in this matter shall be to facilitate payment in

respect of the Contracts for purchase /and sale of electricity units.

Liability of the Exchange

Not withstanding to the provisions of the Bye-Laws, no liability shall attach either to the
Exchange, its officials, or to any of the Committees or any member of the Committees by
reason of anything done or omitted to be done by the Clearing House in the course of its

operations.

False or misleading statements

The Exchange may fine, suspend or expel a Clearing Member who makes any false or
misleading statement in any communication required to be submitted in conformity with
these Business Rules or any resolutions, orders, notices, directions and decisions of the

Clearing House.

Bank holiday
Bank holidays shall be informed by the Exchange based on the RBI guidelines.

Payin from the Buying Members
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Payin from the Buying Members as per the final obligation report shall be carried out as
per the timelines specified by the Exchange. Clearing Members shall instruct their
clearing bank to provide sufficient funds in their settlement account towards their payin
obligation.

Non-fulfillment of either the whole or part of the settlement obligations will be treated as
a violation of the Rules, Bye-Laws and Business Rules of PXIL and will attract penal
charges as stipulated by PXIL from time to time.

Clearing Member shall also pay transmission and Operating charges to the Exchange as

per the Procedure prescribed by the Exchange from time to time.

Payout to the Selling Members

Payout as per the final obligation report shall be carried out as per the timeliness
specified by the Exchange. As per Exchange’s instruction the bank shall credit the
Selling Member’'s settlement account. Also debit transaction towards collection of
transmission and operating charges shall be sent to the clearing bank for collection from

the seller member.

In case of unwinding of trade, the buyer member shall be refunded amount towards

trade value net of any charges which may have been incurred by the Exchange .

Professional Charges

The Professional Member shall provide a variety of services to its Clients such as
transaction facilitation at Exchange platform, providing financial support and credit
facilities, risk management, advisory services and capacity building. The professional
charges that a Member would charge from his Constituents, for providing such services

shall be on a mutually agreed terms and conditions between them.

Exchange Fees

The Exchange shall charge a transaction fee on the transactions registered with the
Exchange. Such transaction fee will be computed on value basis or volume basis, as
may be decided from time to time, which will be computed on both purchases and sales
separately. This will be billed separately on periodic basis and will be recovered from the
settlement account of the Member. Presently the transaction fee applicable on volume of
a Member will be Rs. 0.01/kwWh.
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Risk Management

Approved Users would be allowed to put in bids only if their Members have sufficient
Margins with the Exchange. Members can bring in the required margins in their
Settlement Accounts and inform the Exchange through fax/email. Exchange would
check for the Trading Margin for allowing the Approved Users of the Member to put in
the bids.
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Chapter 6 — MEMBER CLIENT RELATIONSHIP

Every Member shall allocate a unique Client Code for each of its Clients and send to the
Exchange the relevant details of in a specified format as given in the relevant Circular
issued by the Exchange. The Exchange would enable the Clients after receiving all the
necessary details in the required format. If the Member wants to trade on his own behalf
he would have to allocate a unique Client Code to himself and send the details in the

required format to the Exchange for enablement.

Every Member shall enter into an agreement with its Clients as specified in Annexure I
before allocating the Client Code. Such agreement shall include clauses specified by the
Exchange from time to time based on the categorization of Clients made by the
Exchange from time to time. A Member intending to trade on its own account as Client

need not sign such agreement. At present there would be two categories of Clients:

e Grid Connected Clients: A Client who is eligible to buy or sell electricity
and is connected to the grid. The entities including but not limited to,
Distribution Licensees, their franchisees, Generators, and Open Access
Users can become Grid-connected Clients.
e Trader Client: A Client who is eligible to trade in electricity under the
Electricity Act, 2003 and has a legally valid power purchase/sale
agreement, which gives the Client the right to purchase and sell electricity
A Trader Client, will register each power purchase/sale agreement with
the Member who will send a copy of this agreement to the Exchange. The
entities such as Trading Licensees can become Trader Clients.
For Clarification purposes, even if in case a Trader Client of a Member is having
purchase/sale agreement with Grid Connected Client of the same Member, the Member
shall issue different Client Codes to the Trader Client and Grid Connected Client and

send the details to the Exchange for enablement.

The Member's responsibility shall not in any way be reduced due to non-execution of

agreement with the Client. The Member will be free to add more clauses in the specified
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agreement; however, no additional clause should in any way dilute the content or

purpose of the clause stated in the specified agreement by the Exchange.

When establishing a relationship with a new client, Trading Members must take
reasonable steps to assess the background, genuineness, financial soundness and

Trading objectives of such person (s)

The Member shall obtain
e From all Corporate Clients an approved copy of the Board resolution
permitting trading in Electricity Contracts
e A copy of Power Purchase or Sale Agreement(s) with a grid connected
entity from Trader Clients.

e Any other relevant documents

Member shall make the Clients aware of the precise nature of the Member's liability for
business to be conducted, including any limitations on that liability and the capacity in

which the Member acts and the Client's liability thereon.

The Member shall make the Client aware of the risk associated with the business in
Electricity trading including any limitations on the liability and the capacity in which the
Member acts and the Client’s liability thereon by issuing to the Client a copy of the Risk
Disclosure Document as specified in the Annexure Ill. The Risk Disclosure Document
shall be duly signed by the Client and maintained and retained by the Member in its

records for such period as the Exchange may specify.

The Member shall provide extracts of relevant provisions governing the rights and
obligations of Clients as Clients of Trading Members as prescribed in the Bye-laws,
Rules and Business Rules, relevant manuals, notifications, circulars, any additions or
amendments thereto etc. of the Exchange, or of any regulatory authority, to the extent it

governs the relationship between Members and Clients at no extra cost to Clients.

The Member shall also bring to the notice of his Clients any indictments, penalties etc.

imposed on him by the Exchange or any other regulatory authority.
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No Member or person associated with the Member shall guarantee a Client against a

loss in any trading on the Exchange affected by the Member with or for such Client.

The Member shall not recommend to the Client a sale or purchase electricity contracts
traded on the Exchange, unless he has reasonable grounds to believe that such
recommendation is suitable for the Client on the basis of the facts, if any, disclosed by
the Client, whether in writing or orally, with regard to the Clients’ financial soundness and

trading objectives.

The Member shall make adequate disclosures of relevant material information in dealing
with the Client including the latest System/ Bid Area Prices or any relevant
announcement from the Exchange relating to margin, trading restrictions as to price,
quantity or where the Member is the counter party to a trade executed on the Trading

system with the Client.

The Member shall not furnish any false or misleading information or advice with a view
to inducing the Clients to do business on the Exchange and which will enable the

Trading Member to gain thereby.

The Member shall explain the Trading System and order matching process to the Client.

The Exchange Member shall provide the Client with a Contract Note for the trade

executed in the specified format as per Annexure- IV.

The Member shall at all times keep the monies of the Client in the Client Account
maintained with the Clearing bank. . The Member shall not use this money for its own
transactions or for transactions of such other Client or for any purpose other than Margin
and pay in relating to transactions entered into by such Client paying the margin. In

case, Member is Client of its own, it does not need to maintain a separate account.
It will be responsibility of the Members to inform their Clients about the successful trades

and their physical and financial obligations, based on the Exchange’s reports received

by them.
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Access to the Trading System

Every Client can take a direct access to the Trading System by becoming an Approved
User of that Member and take the unique Trader Code (to be used as login id) and a

password from their Member and get it enabled from the Exchange.

The Exchange will allocate financial limits to each of the Members based on the deposits
placed by the respective Members with the Exchange. These limits would determine the

total value of orders which Member and its Clients can place through the trading System.

The Members in turn will allocate financial limits to their Clients on which basis the
Clients would be allowed to put in orders in the Trading System. Members should

allocate the limits based on the deposits made by the Client with the Member.

Client Authorisatisation to the Member for Putting in Trades

The Member should take an undertaking from the Client in the specified format, issued

through a Circular, if the Client desires the Member to submit orders on his behalf.

If the Member is placing the orders on behalf of the Client and where the Client requires
an order to be placed or any of his order to be modified after the order has entered the
system but before the end of Auction Trade Session, the Member may, if it so desires,
obtain order placement/modification details in writing from the Client. The Member shall
accordingly provide the Client with the relevant order confirmation/modification slip or
copy thereof, forthwith, if so required by the Client. Similarly where the Client requires
any of his orders to be cancelled after the order has been entered in the system but
before the end of Auction Trade Session, the Member may, if it so desires, obtain the
order cancellation details in writing from the Client. The Member shall accordingly
provide the Client with the relevant order cancellation details, forthwith, if so required by
the Client.

The Member shall not accumulate Client’'s orders. The Member shall place forthwith all

orders on the trading system
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The Member shall act promptly in accordance with instructions provided by the Client
unless it has discretion as to timing, in which case it must exercise its judgment as to the

best moment.

The Member shall collect adequate deposits from its Client before entertaining any order

from it.
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Chapter 7: SURVEILLANCE

The Exchange shall have the right to take appropriate actions in such cases to ensure
market integrity and to avoid market abuses; the Exchange will use various on-line and

off-line surveillance tools.

CERC shall have the right to carry out checks at any time to ensure that the surveillance
mechanism at the Exchange is in effective operation and pass appropriate orders.

The Exchange will monitor bid movement, market behaviour, bid rigging, bid
manipulation and other market abuses. Any unwarranted change in bid pattern or trend
will be brought under the notice of the Relevant Authority and suitable action as required

in the public interest will be taken.

Validation of orders

Members are required to ensure that bids and offers are in conformity with relevant
regulatory provisions. In order to avoid any abnormal orders being put by the Exchange
Members like high bid or offer rate, bids quantity or offer quantity submitted higher than
the declared capacity/demand by the Member, or the maximum quantity of purchase or
sale as allowed in the Standing Clearance issued by SLDCs under CERC Regulations,
the Exchange will validate such orders either through software or manually on a daily
basis, wherever possible. Further, the order value of the Member will also be compared

with the available limits of such Member for any over utilization.

Correlation with Unscheduled Interchange (U.1.)

The trend in the U.l. rate and the prices in the Exchange shall be compared for any
major differences. In case of individual member its trend of trading on the Exchange
shall also be compared with his U.l. obligations. Further, in case of continuous and
heavy default on U.l. payment by any Member, the Exchange has authority and
discretion to suspend the Member, and /or impose any additional penalties that the
Exchange may consider fit to impose, among other things. Any entity or the principal or
subsidiary or sister concern of an entity defaulting in payment of the transmission
charges, Ul charges, and the fees and charges for the National Load Despatch Centre,
Regional Load Despatch Centres and ULD&C schemes may be barred by the

Commission from selling through the Exchange.
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Chapter 8: INSPECTION

Inspection Authority
Where it appears to the Exchange so to do, it may appoint one or more persons as
inspecting authority to undertake inspection of books of accounts, other records and

documents of the Members for any of the purposes

(a) The Inspecting authority appointed by the Exchange may be either its own officials or
outside professionals.

(b) When the Exchange appoints outside professionals as an inspecting authority, it shall
notify the Member the names and addresses of the professionals or firms so
appointed as an inspecting authority at the time of inspection.

(c) When outside professionals are appointed as an inspecting authority in respect of a
Member and such professionals are already related in any other capacity with the
Member then such member shall forthwith inform the Exchange of such relationship.

(d) Where after appointment of any outside professional as an inspecting authority in
respect of a Member, the Member or any of its associates engages the inspecting
authority for its services in any other capacity, the inspecting authority shall not
engage itself in such other professional capacity with the Member or any of its

associates without prior consent of the Exchange.

The purposes of the inspection could be , namely :

(a) to ensure that the books of accounts and other books are being maintained in the
manner required;

(b) to ensure that the provisions of Relevant Legislation (s) and the Regulations
thereunder are being complied with;

(c) to ensure that various provisions of Rules, Bye Laws, Business Rules and any other

Circulars of the Exchange issued thereunder are being complied with;

(e) to investigate into the complaints received from Clients, other members of the

Exchange or any other person on any matter having a bearing on the activities of the

Member;

(f) to investigate suo-motu, for any reason where circumstances so warrant an

inspection into the affairs of the Member in public interest;
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(g) to examine whether any notices, circulars, instructions or orders issued by the
Exchange from time to time relating to trading and other activities of Members are being
complied with;

(h) to comply with any of the directives issued in this behalf by any regulating authority

including Government of India.

Notice

Before undertaking any inspection, the Exchange shall give a reasonable notice to the
Member for that purpose.

Notwithstanding anything contained herein, where the Exchange is of the opinion that no
such notice should be given, it may direct in writing that the inspection of the affairs of
the Member be taken up without such notice.

Exchange officials or the inspecting authority who is directed by the Exchange to
undertake the inspection, shall undertake the inspection and the Member against whom
an inspection is being carried out shall be bound to discharge his obligations as provided

by the Exchange from time to time.

Obligations of a Member on Inspection

It shall be the duty of every director, officer and employee of the Member, who is being
inspected, to produce to the inspecting authority such books, accounts and other
documents in his custody or control or arrange to produce where such books, accounts
and other documents when they are in any other person's custody or control and furnish
him such statements and information within such time as the said inspection authority
may require.

The Member shall allow the inspecting authority to have reasonable access to the
premises occupied by him or by any other person on his behalf and also extend
reasonable facilities for examining any books, records, documents and computerised
data in his possession or any other person and also provide copies of documents or
other materials which in the opinion of the inspecting authority are relevant.

The inspecting authority, in the course of inspection shall be entitled to examine or
record statements of any member, director, officer and employee of the Member or of
any associate of such Member.

It shall be the duty of every director, officer and employee of the Member or where an
associate is examined, such associate to give to the inspecting authority all assistance in

connection with the inspection which the Member may be reasonably expected to give.
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The inspecting authority shall be entitled to examine the records relating to the Member's
financial affairs held with its bankers or any other agency which the inspecting authority
may find it relevant.

The inspecting authority shall have access to accounts and other records relating to the
Member or such access as authorised by the Exchange to accounts and other records
relating to any associate of the Member as are within the power of the Member to

provide.

Submission of Report

The inspecting authority shall, as soon as possible submit an inspection report to the
Exchange.

All documents, papers, returns or their copies submitted to the inspecting authority may
be retained by it on behalf of the Exchange. It shall maintain complete confidentiality
thereof and no disclosure of any information contained therein shall be made to any
person, firm, company or authority unless required by any law for the time being in force
and without approval of the Exchange in this regard.

(a) The Exchange shall after consideration of the inspection report communicate the
findings to the Member to give him an opportunity of being heard before any action is
taken by the Exchange on the findings of the inspecting authority.

(b) On receipt of the explanation, if any, from the Member the Exchange may call upon
Member to take such measures as the Exchange may deem fit in public interest.

(c) Notwithstanding anything contained herein, where the Exchange is of the opinion that
no such hearing should be provided in certain circumstances, it may take action forthwith

without giving an opportunity of being heard.

Collection and Dissemination of Information

The Exchange may call upon the members to furnish such information and /or
explanation with regard to any constitution, dealings, settlement, account and/or other
related matters.

The Exchange shall maintain the details of the clients of the members in confidence and
that it shall not disclose to any person/ entity such details of the client as mentioned in
the client registration form or any other information pertaining to the client except as
required under the law or by any authority.

Notwithstanding anything contained in any of the regulations, the Exchange may at its

discretion disseminate to other exchanges or regulatory authorities or to the general
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public, any information including information relating to any trades, dealings, settlement
of dealings, accounting, disciplinary action initiated/taken against Members and/or other

matters relevant for enforcement or regulatory purposes.

Conflict between Rules, Bye Laws and Business Rules

In event of any conflict between Business Rules and Bye Laws, the contents of Bye
Laws shall supersede and in the event of any conflict between Rules and Bye Laws or
Rules and Business Rules, the Rules shall supersede. Without prejudice to the
generality of above, in case of any ambiguity or any confusion with regard to any of the

provisions of Business Rules, the clarification given by Exchange shall be binding.
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Chapter 9: Force Majeure

"The Exchange shall be absolved from and shall not be liable for any failure to perform
its obligations in case of Force Majure event arising from Acts of Nature (including fire,
flood, earthquake, storm, hurricane or other natural disaster), war, invasion, act of
foreign enemies, hostilities (whether war is declared or not), civil war, rebellion,
revolution, insurrection, military or usurped power or confiscation, terrorist activities,
nationalisation, government sanction, blockage, embargo, labour dispute, strike, lockout
or interruption/failure of electricity or interruption/failure of any communication
servies/links [including telephone, internet, Vsat etc], or any other circumstances beyond
its control."

“The Exchange including its buyers and sellers, shall keep each of the National Load
Despatch Centre, Regional Load Despatch Centres and State Load Despatch Centres
indemnified at all times and shall undertake to indemnify, defend and save the National
Load Despatch Centre, Regional Load Despatch Centres and State Load Despatch
Centres against any claim for damages, losses, and actions, including those relating to
injury to or death of any person or damage to property of any person, demands, suits,
recoveries, costs and expenses,attorney fees, against the third parties, arising out of or

resulting from or attributable to the transactions at the Exchange”

“The Exchange, including its buyers and sellers, shall keep each of the National Load
Despatch Centre, Regional Load Despatch Centres and State Load Despatch Centres
indemnified at all times and shall undertake to indemnify, defend and save the National
Load Despatch Centre, Regional Load Despatch Centres and State Load Despatch
Centres harmless from any and all damages, losses, claims and actions arising out of
disputes among buyers and sellers, as well as with power exchange inclusive of
confidentiality issues.”

“The clearance/curtailment advice issued by National Load Despatch Centre to the
Exchange at 1400 hrs shall be on good faith basis. The clearance/curtailment advice by
the National Load Despatch Centre shall not be binding and Central Transmission Utility,
National Load Despatch Centre, Regional Load Despatch Centres and State Load
Despatch Centres shall not have any financial liability on account of inability, for any
reason whatsoever, to achieve the complete matching between the advice of National
Load Despatch Centre issued at 1400 hrs and the final schedules issued at 1800 hours.”
ANNEXURE - |
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PX1 Day Ahead Electricity M arket Contract Specifications

Type of Market
Trading System

Trading Methodology

Auction Timings
No. of contracts per day
Minimum Bid Volume

Minimum Volume Quotation
Step

Minimum Value Quotation
step

Delivery Point

Transmission charges

Transmission Losses

Settlement Price(s)

Day Ahead
PXI

Closed bid double sided Auction through linear
interpolation

10.00 am to 12.00 noon (Day D)
24 hourly contracts for next day delivery (Day D+1)
1MW

1MW

Rs. 10 per MWh

Periphery of Regional Transmission System in which
the grid-connected exchange entity, is located.

1. Regional Transmission System: As Per Centra
Electricity Regulatory Commission (Open Accessin
inter-State Transmission) Regulations, 2008.

2. State Transmission System: As per the concerned
State  Electricity  Regulatory = Commission’s
Regulationss CERC (Open access) Regulations,
2008.

Payable in kind from delivery point to its grid
connection point.

The Market Clearing prices of the respective Bid Zones
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ANNEXURE - I

Member - Client Agreement

This agreement is made and executed at on this day of
Between:
Mr./Ms./M/s. , an individual / a partnership firm / a

body corporate, registered / incorporated under the provisions of the Indian
Partnership Act, 1932 / Companies Act, 1956, being a member of Power
Exchange India Limited (hereinafter referred to as “Exchange”) and having his
/her /its office /registered office at , hereinafter referred to as
“Member” (which expression shall, unless repugnant to the context or meaning
thereof, be deemed to mean and include his /her heirs, executors and
administrators / the partners of the said firm for the time being, the survivor or
survivors of them and the heirs, executors and administrators of such last
survivor / its successors and legal representatives, as the case may be ) of the
One Part;

And

Mr./Ms./M/s. , an individual / a proprietary concern /
a partnership firm / a body corporate, registered / incorporated under the
provisions of the Indian Partnership Act, 1932 / Companies Act, 1956, having his
/her / its Permanent Account Number (“PAN”) and his / her / its
residence / registered office at , hereinafter referred to as
“Client” (which expression shall, unless repugnant to the context or meaning
thereof, be deemed to mean and include his /her heirs, executors and
administrators /the partners for the time being of the said firm, the survivor or
survivors of them and the heirs, executors and administrators of such last
survivor / its successors and legal representatives, as the case may be) of the
Other Part.

WHEREAS:
The member is registered as member of the Exchange.

The client is desirous of trading in those contracts admitted for dealing on the
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