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Capacity compensation mechanism design research considering electricity market

development in Zhejiang Province

LI Junjie', WANG Kun', YANG Kan', SUN Qiujie', YE Lingjie', LIN Mingyi’, MING Hao®
(1. Economic Research Institute, State Grid Zhejiang Electric Power Co., Ltd., Hangzhou 310000, China;
2. School of Electrical Engineering, Southeast University, Nanjing 210096, China)

Abstract: With China vigorously promoting the “Dual Carbon” targets of “striving to peak CO, emission by 2030 and achieving carbon
neutrality by 2060”, renewables such as wind power and solar power have been widely used, but at the same time it also leads to the contin-
uous reduction of thermal power utilization hours represented by coal-fired power generation, and it is difficult to recover the cost in the
electricity energy market. According to the current situation of power structure and market in Zhejiang Province, a direct capacity compen-
sation mechanism is selected to help recovering coal-fired power’s costs, and a series of realistic compensation calculation process for Zhe-
jiang Province is designed to calculate the effective capacity, various costs, market revenue and compensation price required for the unit.
Combining the real unit data and future development forecast of Zhejiang Province, the direct capacity compensation price for 1 000 MW
and 600 MW units in 2025 and 2030 with different coal prices and on-grid prices are calculated and their characteristics and differences
are analyzed. The results provide reference for Zhejiang and other provinces who want to establish direct capacity compensation mecha-
nism, so as to effectively protect the revenue of thermal power enterprises and improve grid security and flexibility.

Key words: capacity compensation ; capacity cost recovery ; coal-fired units; electricity market
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R1 HTIAE 1000 MW F1600 MW #AE & R AERSH
Table 1 Basic parameters of 1 000 MW and 600 MW coal-
fired units in Zhejiang Province

HLAZEA] 1000 MW 600 MW
AEAAR BT AR/ (TT kW) 164.73 196.17
[ 7 AR (TG - kW) 179.62 257.19
K HUBEFER/ (g kWh) 276.18 286.21
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Table 2 Electricity development in Zhejiang Province

G At K, BB BRI RN
& 77 kW Ji kW Hi/h
2024 11 880 5323 4791
2025 12 430 6223 3931
2026 13010 6423 3904
2027 13 620 6 623 3 645
2028 14 280 6 623 3 467
2029 14 940 6 623 3356
2030 15 600 6 623 3352
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Fig. 1 Direct capacity compensation prices for coal-fired

unit
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Fig. 2 Critical lines of return on unit marketization
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