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Green Energy Projects

Choke on Weak Demand

Ona Do‘wnturh .

Developers stuck
with renewable

‘energy certificates

for want of buyers

MITUL THAKKAR
NEW DELHI .

Renewable energy projects,
once Iucrative enough to at- «
tractevenalcoholmakersand

farm traders, are feeling the - '

heat as a key attraction, the
market for green certificates
issued to developers, has col-
lapsed alarmingly; casting a
shadow on India’s ambitious
plan for selay, wind and small
hydro projects.

Until a year ago, it seemed a
seller’s market in state-pro-
moted Renewable Energy Cer-
tificates (REC) as power distri-
bution companies in ‘states
were asked to buy 510% of
their ele¢tricity from remnew-
able sources or buy RECs in-
stead, Project developers are
granted 1 certificate for every
1,000units of electricity gener-
ated fromrenewable sources.

Today; developers have accu-

" mulated 21 lakh certificates

which nobody wants to buy.
Last month, they have been
able to sell barely 2% of the
certificates, and concerns are
mountlngasRECshave ashelf
lifeof onlytwoyears.
Htwasdifferent in 2009-10. Hi-
machal Pradesh, which hasa
huge potential for small hydro
plants, and Rajasthan thathas
the sunshine and land needed
for solar projects, attracted a
wave ‘of cash-rich visitors.

‘Thehead of aleading brewery

regrets his decision to plunge
into the sector, investing 2400
crore for a 40 mw hydro pro-
ject. He thought distribution
companies would follow the

SOIar REC Market -

May-3 213

o RECforSell =

Te1.490

CJan3 3356

government order on Ren'ew-
able . Purchase Obligation
(RPO) — the rule that obliges.

" them tobuy somegreenpower.

“Investors like us thought
that government’s regulation
on RPO will be honoured by
discoms like a law. However,
we are unable to even serve
our debts, We have no option
but to continue with the pro-
ject. We do not expect anyone
to acquire our project as the
revenile model in the present
scenario is unviable,” said a
topexecutive of thedistiller

The market for certificates
has crashed and the gap be-
tween sellers and buyers is
widening, “The availability of
RECs has increased to more
than 20 lakh and this would in-
crease by a few lakhs,” the
head of Power Exchange India
MG Raoot told ET Unsold
RECs will start lapsing if pro-
ject developers can’t find
buyersby September. - -

Sector expert and formerpow-
erminister-Suresh Prabhusaid
investments in the sector were
at risk. He blamed regulators
for not being able to enforce the
obligation of utilitiestobuyre-
newable power. “Renewable
purchase obligation is part of
the act itself and the regulator
has to decide its quantum from

time to time. Non-compliance
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of this obligation will jeopar-

dise investments in the renew-
ablesector;” Prabhusaid.
Renéwable energy equip-
mentmakers, too,arefacingan
uncertain fature. India added
1,700mw of wind power capaci-
ty in 2012-13 as against 3,164
mw in the previous year. Con
sulfantsarenowtelling compa-
nies not to depend on certifi-
catesfor projecteconomics.
“We don’t advise our clients

‘to bank on REC anymore

since we do not expect inves-
tors to earn any margins over
the floor price,” said PwC In-
dia leader for energy & utili-
ties Kameswara Rao. Finan-
cial institutions have already
stopped - funding projects
bankingon REC heavily. .

The = REC  mechanism,
launched in November 2010,
has given  developers 743
crore from sale of certificates
up to March 31, 2013, but the
demand is falling rapidly.

In the last trading session,
prices of solar certificates
slumped to a record low of
711,490 from %12;206 in the pre-

‘vious session. For the fixst

time, there were more sellers
thanbuyers. Renewableenergy
advisor Gensol Consultants’
Anmpol Jaggi feels solar REC is
will touch its floor price of
29,300 in the coming sessions.
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