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Overall power demand to fall in FY21; rebound expected in FY22 

Power Sector Analysis

p Summary - Discoms 

Power Distribution Companies (Discoms) are usually considered weak links in the entire power 

value chain, with the grim situation of the country’s power sector being attributed to their poor 

performance, and rightly so. Despite the implementation of various reforms in the past few years, 

including the financial restructuring of Discoms during 2012-13 and UDAY during 2015-16, most 

Discoms have failed to improve their operational efficiencies and consequently, their financial 

performance. High distribution losses, low billing and collection efficiency, and a wide gap 

between the Average Cost of Supply (ACS) and Average Revenue Required (ARR) are some 

factors that have plagued the sector for a long time, leading to considerable losses. 

Additionally, the Covid-19-induced lockdown and slowdown in economic activity has added to 

the troubles of the already beleaguered sector. On the one hand, demand has fallen considerably 

(23% in April 2020, 16% in May 2020 and 13% in June 2020), primarily from revenue generating 

customers, i.e., industrial and commercial users (which form nearly 70% of the Discoms’ 

revenue), and on the other hand, the collection efficiency has also been impacted greatly, with 

Discoms allowing deferred payments to their customers as also on account of their inability to 

gather meter readings and generate invoices due to conventional meters being used for the 

majority of connections. Demand from residential customers, however, increased as people were 

restricted to their homes amid the lockdown; nonetheless, the increase is not enough to bridge 

the gap. BWR expects overall power demand to fall by nearly 4% during FY21 prior to recovering 

in FY22.  

The collection efficiency is expected to drop significantly from 96% at present to 90.38% in FY21; 

however, BWR expects the billing efficiency to remain nearly at the same level, backed by 

increased meterisation, including the share of smart meters. With a substantial fall in the 

collection efficiency, AT&C losses are expected to soar to 23.80% in FY21, implying that Discoms 

may lose up to Rs. 1.91 lakh crore in terms of revenue (assuming an ARR of Rs. 6.50/kWh). As 

the Discoms’ cash generation has reduced, their payables to generation companies (gencos) 

and transmission companies (transcos) have been piling up. Discoms had total payables towards 

gencos and transcos of Rs. 94,000 crore as on 31 March 2020, which increased to Rs. 1.33 lakh 

crore as on 30 June 2020.  

To ease the liquidity crunch faced by the Discoms, the government announced a financial 

package of Rs. 90,000 crore, which can cover a major chunk of the Discoms’ payables. Although 

this will ease immediate liquidity pressure, the financial package is not going to improve the 

viability of the sector. However, the government has come up with a slew of measures, such as 

the proposed new tariff policy, privatisation of Discoms in union territories and stricter guidelines 

for improving operational parameters that are likely to positively impact the sector’s overall 

position. While these measures are expected to benefit the sector in the long term, their effective 

implementation is a challenge that the government has to overcome. 
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Overall power demand to fall in FY21; rebound expected in FY22  

Over the past five years, power demand has increased at a CAGR of ~3% on account of higher economic activity during this period. 

Demand largely comes from industries (42%), followed by domestic (24%) and agricultural demand (18%). Another 10% comes from 

commercial consumers and railways, who, along with industrial consumers, have played an instrumental role in cross-subsidising domestic 

and agricultural consumption. 

 

However, post Q3 FY20, manufacturing and industrial activity decreased considerably on account of the global slowdown, leading to a 

meagre 1.23% growth in power demand during FY20. In addition to the slowdown, the Covid-19 pandemic further aggravated the situation, 

inducing a nationwide lockdown, which brought the economic activity to a halt. Consequently, power demand from Industrial and 

Commercial (I&C) consumers also decreased substantially during this period. While the loss in I&C demand has been compensated to 

some extent by higher demand from domestic consumers (with people being restricted to their homes during the lockdown), it is not 

sufficient to cover the entire fall in consumption. 

 

 

Source: NLDC, CEA, BWR Research 

 

The graph above shows demand movement over the past few months vis-a-vis demand during the same period last year. Demand fell by 

13% on 22 March 2020 (Janata Curfew), compared with 18 March 2020, and further by 22% on 25 March 2020 (the first day of the 

lockdown). In comparison with 31 March 2019, demand was lower by 30% on 30 March 2020. Post relaxations in May, power demand 

picked up, and the shortfall reduced to ~6% on 25 May 2020 from 25 May 2019. Subsequently the gap widened again in the first week of 

June 2020, but recovered quickly and is now nearly matching last year’s demand. With all the industries now having opened up and 

economic activity gradually improving, we expect demand to inch closer to pre-lockdown levels. 
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Source: NLDC, CEA, BWR Research 

 

The fall in demand is largely from the I&C segment, having a share of 50% in the total power demand, and it is expected to witness an 

overall reduction of 11% in FY21. Domestic demand, which is expected to increase by 8% due to the continuing work-from-home scenario, 

will cover some of the loss in total demand; however, overall demand is likely to decrease by nearly 4% in FY21. 

 

With the revival in economic activity during Q4 FY21-Q1 FY22, power demand is also likely to witness overall surge of 4% in FY22, led by 

the I&C segments. Domestic demand is also expected to report steady growth on account of an increase in supply hours. 

 

 
Collection efficiency to get impacted; Billing efficiency to however, remain nearly the same 

 
Source: CEA, BWR Research 

 

The Discoms’ collections suffered in Q1 FY21 due to the onset of the nationwide lockdown. For a substantial chunk of consumers, manual 

reading needs to be taken for generating their electricity bills, and the same has been impacted by the lockdown. Furthermore, many 

Discoms have allowed deferred payments to their consumers, leading to delayed collections, impacting their overall cash generation. 

However, with the gradual easing of restrictions and reopening of most activities from June 2020 onwards, collection efficiency is expected 

to improve gradually and reach closer to pre-lockdown levels by FY22. 
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The fall in the billing efficiency, however, is expected to be minimal, supported by the efficiencies already gained owing to various measures 

taken by the Discoms, including the installation of smart meters, to control theft and pilferage. While higher proportions of residential and 

agricultural demand will lead to higher Transmission and Distribution (T&D) losses, these measures are expected to maintain operational 

efficiency. The proposed new tariff policy talks about the introduction of Direct Benefit Transfers (DBTs) in place of subsidy, which is 

expected to ensure that more current unmetered connections will have to be brought under the organised system, leading to a higher 

billing efficiency. Additionally, the Rs. 90000 crore credit line for Discoms has an ‘improved efficiency’ as one of the requ irements to avail 

the said funding implies that Discoms will have to lower their AT&C losses gradually. Additionally, we expect the overall smart meterisation 

level at around 7% for FY21 and 12% by end-FY22, which will help lower T&D losses, thereby improving the billing efficiency. However, 

as no major progress on these fronts is likely to be made in FY21, results will be visible from FY22 onwards. 

 

 
AT&C losses set to widen again on account of reduced collection and billing efficiency; 
significant recovery expected in FY22 

 
Source: Uday Portal, BWR Research 

 

AT&C losses, which were improving YoY until FY19 are expected to increase to 18.90% for FY20. The rise in these losses is primarily due 

to the increased penetration of household connections under the Saubhagya Scheme during FY19.  

 

Furthermore, due to the major reduction in the collection efficiency, AT&C losses are again expected to widen in FY21; however, with a 

gradual recovery in collections and steady improvement in the billing efficiency, a major recovery in losses is also expected in FY22. 

Nonetheless, the losses are expected to still remain at higher-than-FY19 levels. The higher AT&C losses will contribute to even higher 

financial losses for the Discoms. Considering estimated demand of 1240 BU in FY21 and an ARR of Rs. 6.5/kwh, the Discoms are set to 

lose Rs. 1.91 lakh crore in revenues in FY21. 
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Proposed new tariff policy and other reforms are steps in the right direction; implementation 
remains key challenge 

Among the recent relief measures announced by the government, various reforms related to the power sector, including a New Tariff 

Policy, were also announced. Our assessment of the likely impact of various reforms is as mentioned below: 

I. Rs. 90,000 crore liquidity infusion by way of loans from PFC/REC 

The Discoms have been struggling with liquidity issues for quite some time; this can be attributed to the delayed realisation of the 

subsidy from the state, relatively high AT&C losses and ACS-ARR gap. As on 31 March 2020, the collective payables of Discoms 

to gencos and transcos amounted to nearly Rs. 94000 crore and increased to more than Rs. 1.30 lakh crore as on 30 June 2020. 

The Discoms have been facing a cash crunch on account of the deteriorating performance, as discussed earlier, which has in 

turn impacted their ability to pay gencos and transcos. 

 

As per the latest communication from PFC/REC, loans worth Rs. 68000 crore have already been sanctioned under the scheme. 

The Cabinet Committee has also cleared the proposal to provide a one-time relaxation to Discoms facing a lack of headroom for 

more WC borrowing under the UDAY Scheme. While the said liquidity infusion takes care of a substantial chunk of the Discoms’ 

outstanding payables, it can only act as a short-term relief, unless larger legacy issues, such as low operational efficiency and 

cross subsidisation, are resolved. Additionally, these loans will be guaranteed by respective state governments, and unless their 

financial position is strengthened, the move will not serve the purpose. 

II. Tariff policy reform 

The proposed new tariff policy talks about reforms in three categories, namely, consumer rights, the promotion of the industry 

and sustainability in the sector. The policy includes a proposal to end tariff differentiation based on end use, ensuring regular 

power supply with the pass on of a maximum 15% of commercial losses. These are much needed reforms that would force 

Discoms to improve their operational efficiency and optimise power costs for end users as they will be charged based on 

consumption.  

 

The policy also mentions DBTs in place of the current subsidy regime (as also proposed under the Draft Electricity Amendment 

Act), implying that Discoms will charge customers based on applicable tariffs, and agricultural and rural consumers will get the 

subsidy amount directly in their account. This would be highly beneficial for the Discoms’ liquidity position as the delayed release 

of the subsidy by states has been a crucial factor for their weak working capital management.  

 

While these reforms are quite progressive and can turn into a game changer for the ailing sector, their effective implementation 

remains a key challenge. The presence of different political parties with varying priorities at the state level, the cultural shock for 

the consumers used to paying subsidised rates and local resistance to bringing unmetered connections into the organised system 

can act as hindrances in the successful implementation of these changes. Additionally, bringing down commercial losses to </= 

15% is a humongous task for some of the larger states with high AT&C losses such as Uttar Pradesh, Bihar, Jharkhand, 

Rajasthan, Madhya Pradesh and the entire North-Eastern region. 

III. National Renewable Energy Policy 

Under the draft electricity amendment act, the government has proposed a National Renewable Energy Policy (NREP) mandating 

a minimum percentage of power to be procured from renewable sources. With prices in solar and wind energy projects decreasing 

drastically, renewable energy is on its way to becoming the cheapest source of power (the recent round-the-clock solar power 

tender was closed at a weighted average tariff of Rs. 3.60/kWh as against an average cost of Rs. 4-4.50/kWh for a new thermal 

power project), and the higher procurement of renewable energy will bring down the average cost of supply for Discoms, resulting 

in lower commercial losses. Therefore, NREP is not just a positive move for the country's clean energy targets, but can also 

become instrumental in reducing Discoms’ ACS-ARR gap over the long term. 
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Privatisation the panacea for lacklustre performance of state Discoms? 

For a long time now, there have been discussions on privatising Discoms to improve their performance, and the government has 

announced the first step towards that goal by deciding to privatise Discoms in all the union territories. However, the larger privatisation of 

Discoms comes with its own set of problems. Power distribution in India has largely remained a state affair, with states taking decisions 

that suit their own political motives, and the privatisation of Discoms will invite opposition not just from these Discoms, but also from the 

employees of these companies who would lose job security. Additionally, the social agenda of benefiting customers may be lost in 

privatisation. 

 

Keeping these bottlenecks aside, there is a need to understand whether privatisation will actually help overcome the Discoms’ woes. 

 

 
 

 
Source: Company Report, Uday Portal, BWR Research 

 

Clearly, private Discoms have done exceptionally well in terms of improving their collection efficiencies and bringing down their AT&C 

losses, which in turn has impacted their profitability and cash flows position. It is to be noted that most of these Discoms were reporting 

AT&C losses of more than 45% at the time of their privatisation, and within a few years, they have been able to turn the situation around.  
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Another factor that has worked in the case of private Discoms is that they have adopted technological changes much sooner than state 

Discoms in terms of installing tamper proof meters, bringing unmetered connections into the organised system and creating efficient follow-

up teams to ensure timely collections, which collectively, have helped these Discoms improve operational performance and turn profitable. 

 

 
Privatisation of Discoms likely to help, but other measures also needed 

Only handing over management control to private parties may not help; the government has to ensure adequate policy support to these 

Discoms to bring them out of the doldrums. Delhi Discoms, although profitable, have considerable funds stuck in the form of regulatory 

assets that got created during FY10-FY13 on account of inadequate tariff hikes. All the three Delhi Discoms put together have regulatory 

assets amounting to Rs. 30000-40000 crore outstanding in their books. Furthermore, the DERC has only approved 50% of these assets 

for recovery, and the remaining are yet to be verified and approved. The recovery is also gradual and spread out over a number of years, 

putting pressure on their liquidity. 

 

To improve the operational and financial performance of the Discoms, additional measures that can be taken include the following: 

I. Setting-up cost-reflective tariffs with timely hikes as and when required, thereby bringing down the levels of regulatory assets 

II. Doing away with cross subsidies; among all the large economies, India is the only country with a differential tariff for industrial 

and commercial customers. Under the proposed new tariff policy, customers will be charged based on their consumption rather 

than the end use of their premises. However, the government has to ensure proper implementation with adequate awareness 

among consumers. 

III. The introduction of DBTs in place of the current subsidy regime will minimise the regulatory assets in the Discoms’ books, and 

the benefit of the subsidy will be directly given to consumers. 

IV. Strict instructions to meterise all connections with a greater share of smart meters that will minimise the need for human 

intervention and enable two-way communication for better management 

V. Transition to prepaid meters is also another option that the government can look into as it will solve the Discoms’ working capital 

problem, with revenue coming in advance. 

VI. Chalking out a clear implementation plan for all the reforms to avoid confusion and challenges at a later time. 
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Summary - Gencos 
 
 
The power sector has been on a roller coaster ride over the last decade. While the installed capacity of power generation has seen nearly 

8% growth, the actual generation has grown by a modest 3-4%. Coupled with the problems faced in procuring coal and volatility in fossil 

fuel prices, and the dismal financial state of Discoms, the thermal power generation sector has been facing a trying time over the last few 

years. 

 

This has affected PLFs in thermal power stations, which fell from the peak levels of around 75-78% in 2009-10 to 56.08% in 2019-20.  

 

Due to the impact on power demand due to the Covid-induced lockdown, BWR expects PLFs for thermal plants  to remain low in FY21 

and FY22 and expects the thermal PLF to be around 50%-52% in FY21 on account of subdued demand due to the Covid-induced 

lockdown. For FY22, we expect the PLF to recover to pre-Covid levels, of around 54%-55%, on account of the gradual ramp up in industrial 

load and domestic consumption. 

 

In addition to declining PLFs, coal-fired plants suffered from coal supply issues. After the cancellation of coal mine allocation by the 

Supreme Court in 2014, many coal-fired projects were stalled due to inadequate coal supply. Also, with the deteriorating financial state of 

Discoms, that have a substantial amount of unpaid power dues, the loans to large thermal power capacities have been classified as 

stressed in the Indian banks. Approximately 60,000 MW to 65,000 MW of the conventional power capacity is under financial stress. Lenders 

have exposure of approximately Rs. 3 lakh crore to such assets. 

 

The government’s measures to improve Discoms’ operational and financial positions is a welcome step in the right direction and will 

improve the financial performance of Gencos and Tanscos. Streamlining of coal allocation, proposed setting-up of the Electricity Contract 

Enforcement Authority (ECEA) and privatisation of discoms are further expected to benefit both the conventional and Renewable Energy 

(RE) gencos. 

 

With the traditional power sector under stress and due to climate change concerns, the Government of India has promoted the RE sector. 

Due to the incentives and policy support provided by the government, India is among the countries showing the fastest growth in energy 

generated from renewable sources. The Government of India has an immediate target to achieve 175 GW of renewable energy capacity 

by FY22, as per the Paris Agreement, and a medium-term target of 450 GW by 2030. As on 31 August, 2020, India had installed around 

87.03 GW of RE capacity, and around 63 GW of RE capacity is under implementation/tendered.  

 

Solar power generation has seen the fastest growth over the last 5 years. Tariff bids for solar power dropped by around 80% in India 

between 2010 and 2019. The solar capacity has now become equal to that of wind-based generation due to the strong push from the 

centre’s engendering incentives and through ensuring that investment in the sector receives a steady stream of revenues. 

 

However, in the last 18 months, growth in power from the renewable sector has lost its momentum. Overall growth in the RE capacity 

additions has remained muted in the last two fiscals. Due to the impact of Covid-19 and growing border tension between India and China, 

BWR does not expect much change in the capacity mix of conventional and renewable energy in FY21. 

.  

To rekindle investors’ interest in the RE sector, the government needs to provide support to the Wind-Solar Hybrid with Battery Storage 

project, which could rekindle interest in the wind energy sector, which is currently witnessing waning interest of developers. The 

streamlining of regulations as proposed in the National Renewable Energy Policy (Amendment) Bill, 2020, will attract further investment 

in the sector. Additionally, many other incentives, and also policy support, need to be provided to the renewable energy sector for ensuring 

continuous growth.  
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PLFs expected to worsen in the thermal power sector 

PLF is the ratio of power generated by the plant to the maximum power that could have been generated in a given time. Low PLF implies 

that the plant has been remaining idle. This could be due to a variety of reasons such as the non-availability of fuel (gas or coal) or a lack 

of demand. Thermal power plants require significant fixed costs, so low PLFs imply high losses. 

 

 
Source: CEA, BWR Research 

 

Although for the last few years, the PLF of thermal power plants has continuously been decreasing, what is more glaring is the growing 

difference between central government plants and private plants. Private operators were severely hit due to the lack of coal availability, 

delay in payments from Discoms, lack of PPAs, competition from renewable sources of power and general slowdown in economic activities. 

 

Brickwork Ratings (BWR) expects the PLF to remain low in FY21 and FY22. BWR expects the thermal PLF to be around 50%-52% in 

FY21 on account of subdued demand due to the Covid-induced lockdown. For FY22, we expect the PLF to recover to pre-Covid levels of 

around 54%-55% on account of a gradual ramp up in the industrial load and domestic consumption. 

 
 

Coal fired power still rules charts among thermal power options 

According to the World Coal Association, coal-fired power plants currently account for 41% of global electricity. Coal-fired power plants 

use coal as a fuel to generate electricity and consequently emit a significant amount of harmful gases into the atmosphere. Even with 

growing environmental concerns, coal-based thermal power plants have continued to dominate the power scenario in India. In addition, 

the share of coal-based thermal power has increased in the last six years (2012-2019) as against other options available, i.e., gas based, 

lignite based and diesel based.     
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Source: Ministry of Power, BWR Research 

 

The increase in coal-based power can be attributed to the constantly low prices of coal as against other options. With the expectation of 

muted coal prices in FY21 and FY22. For FY22, we expect the PLF to recover to pre-Covid levels of around 54%-55% on account of a 

gradual ramp up in the industrial load and domestic consumption. Coal is expected to continue to dominate thermal power generation in 

future. 

 

 
Source: Ministry of Power, BWR Research 

 
Major part of investment in conventional energy sector utilised towards loan restructuring than 
capacity creation 

The cancellation of coal block allocation by the Supreme Court of India in 2014, coupled with the incentive given by the government to the 

renewable power sector, has jeopardised conventional power generation companies. In the last five years, around Rs. 1.74 lakh crore of 

bank loans given to the conventional energy generation companies have turned bad. Many banks have taken massive haircuts on the 

loans extended to these companies and many have restructured the loans. Due to the looming debt repayment problem, a large chunk of 

funds allocated to these companies was utilised towards the restructuring of loans as against capacity creation. 
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The slow and variable rate of capacity creation as against the investment in conventional power generation in the last six years points 

towards the growing need to allocate funds towards increasing debt obligations due to restructuring. As problems in conventional gencos, 

including the lack of PPAs, promoter’s inability to infuse working capital and tariff-related disputes, are still persistent in the industry, debt 

overload will be a problem in coming years. 

 
 

Status of stressed assets in power sector 

The power sector is the main contributor to the NPA problem faced by the Indian banking sector. As per the Ministry of Power-Standing 

Committee's report, around 66 GW of conventional energy, including include 58,805 MW of coal-based power (44 assets), 4571 MW of 

hydro power (13 assets) and 6831 MW of gas-based power (9 assets), is under various degrees of financial stress. Gross NPAs in the 

power sector have risen steadily over the past few quarters. As per the RBI, the total outstanding loans of scheduled commercial banks to 

the power sector (including renewables) stood at Rs. 5.65 lakh crore. Nearly 80% of this amount is accounted for by Public Sector Banks 

(PSBs), and almost 20% of this exposure is stressed on account of various structural factors plaguing the power sector. 

 

 

 Operational Near COD Early Stage Total 

Coal Based 36,410 MW 2,105 MW 16,290 MW 58,805 MW 

 32 Assets 5 Assets 7 Assets 44 Assets 

Hydro Power 565 MW 144 MW 3,771 MW 4,571 MW 

 4 Assets 2 Assets 7 Assets 13 Assets 

Gas based 
Power 

4431 MW 2400 MW - 6831 MW 

 8 Assets 1 Asset - 9 Assets 

Total 41,406 MW 4,649 MW 20,061 MW 70207 MW 

 44 Assets 8 Assets 14 Assets 66 Assets 

 
The major problem in the power sector is in the coal-based thermal power sector.  The total coal-based power capacity in the private sector 

is nearly 90,000 MW, of which 75,000 MW is already operational. Approximately 60,000 MW to 65,000 MW of this capacity is under 

financial stress. Lenders have exposure of approximately Rs. 3 lakh crore to such assets, and it is imperilled due to the slow resolution 

process and tepid power procurement demand from Discoms in the last three to four years. Stressed power assets have put major pressure 

on the balance sheets of lenders, including scheduled commercial banks. 

 

To counter the problem of stressed assets in the power sector, the RBI has come up with many debt restructuring schemes in the last 

three to four years, such as S4A, SDR, changes in management and 5/25 flexible structuring. Additionally, the introduction of the Insolvency 

and Bankruptcy Code, 2016, has been a major tool to combat the problem of stressed assets in the power sector. 
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The Ministry of Finance has provided the status of stressed coal-based thermal power plants through the Standing Committee’s Report. 

 

S. No Developer Project State  
Operational 

Capacity(MW) 
Status Restructuring status 

1 
Adani Power 

Maharashtra Limited 
Tirora TPP Ph 

I & II 
Maharashtra s 3300 Operational Resolved 

2 
RKM Powergen 
Private Limited 

Uchpinda TPP Chhattisgarh  1440 Operational - 

3 
Essar Power 
(Mahaan) 
Limited 

Mahan MP s 1200 Operational - 

4 
KSK Mahanadi Power 

Company Ltd. 
Akaltara Chhattisgarh  1200 Operational 

To be referred 
to NCLT 

5 
Damodar Valley 

Corporation 
Raghunathpur 

TPP 
W.B  1200 Operational Resolved 

6 
Coastal Energen 
Private Limited 

Mutiara TPP T.N  1200 Operational 
To be sold to 
ARC/ Investor 

7 DB Power Limited Baradhra Chhattisgarh s 1200 Operational Resolved 

8 
GMR Kamalanga 
Energy Limited 

Kamalanga Odisha  1050 Operational Resolved 

9 
Kanti Bijlee Utpadan 

Nigam Ltd. 
Muzaffarpur 

TPP 
Bihar  610 Operational Resolved 

10 Adani Korba West Chhattisgarh s 600 Operational Referred to NCLT 

11 
GMR Energy (P) 

Limited 
EMCO Warora Maharashtra s 600 Operational - 

12 Madhucon 
Simhapuri 

Energy Ltd. 
A.P  600 Operational - 

13 
Adhunik Power & 
Natural Resources 

Ltd. 

Mahadev 
Prasad 

TPP Ph-I 
Jharkhand s 540 Operational 

Resolved: Sold 
to ARC 

14 
Jaypee Power 

Ventures Pvt Limited 
Bara U.P  1980 Operational 

Acquired by 
Resurgent 

Power 

15 
Jaypee Power 

Ventures Pvt Limited 
Nigrie M.P  1320 Operational 

Being 
restructured 

under 
Samadhan 

scheme 
16 

16 
Avantha Power 

(Jhabua) 
Seoni Jhabua MP  600 Operational 

Re-bidding 
initiated by 

lenders 

17 
GVK Industries 

Limited 
(Goindwal Saheb) 

Goindwal 
Saheb 

Punjab s 540 Restructuring 
Resolved but 
under stress 



 
 

 

    
 www.brickworkratings.com 

November 2020 14  

18 
Jaypee Power 

Ventures Pvt Limited 
Bina M.P  500 Operational 

Being 
restructured 

under 
Samadhan 

scheme 

19 
GMR Chhattisgarh 

Energy Limited 
Raikheda Chhattisgarh s 1370 Operational 

To be 
restructured 

20 
Jindal India Thermal 

Power Limited 
Derang Odisha s 1200 Operational 

To be referred 
to NCLT 

21 Lanco 
Lanco 

Amarkantak 

Power 

Chhattisgarh  1320 NCLT 
To be referred 

to NCLT 

22 Lanco 
Lanco 

Vidarbha 
TPP 

Maharashtra  1320 NCLT - 

23 Lanco 
Lanco 

Babandh 
Power 

Odisha  1320 NCLT 
Referred to 

NCLT 

24 
RattanIndia Nasik 

Power Limited Ph-1 
Nasik TPP Ph I Maharashtra  1350 

Not 
Operational 

- 

25 
Ind Bharath Energy 

(Utkal) Ltd. 
Utkal Odisha  700 

Not 
Operational 

To be referred 
to NCLT 

26 
Vandana Vidyut 

Limited 
Salora TPP Chhattisgarh  270 

Not 
Operational 

Admitted to 
NCLT 

27 East Coast Energy Bhavanapadu AP  1320 Stalled 
Admitted to 

NCLT 

28 
Athena Chhattisgarh 
Power (P) Limited 

Singhitarai Chhattisgarh  1200 Stalled 
Admitted to 

NCLT 

29 
Essar Power 

(Jharkhand) Limited 
Tori Jharkhand s 1200 Stalled - 

30 Visa Power Limited Deveri TPP Chhattisgarh  1200 Stalled 
Admitted to 

NCLT 

31 
Monnet Power 

Company Limited 
Malibrahmani Odisha s 1050 

Under 
Construction 

Admitted to 
NCLT 

32 
SKS Power 
Generation 

(Chhattisgarh) Ltd. 

Binjkote TPP Chhattisgarh  600 Stalled 
Acquired by 

Agritrade 

33 
KVK Nilachal Power 

(P) 
Limited 

Nilachal Odisha  350 
Under 

Construction 
Referred to 

NCLT 
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Halted progress and bleak short term future for renewables 

Historically, thermal power has been the major source of energy, distinctly followed by hydro power. However, the power industry has seen 

a paradigm shift in the form of policy support provided by the government to the renewable sector.  

 

 
Source: CEA, MNRE, BWR Research 
 

As on 31 March 2020, India’s installed capacity was 369 GW; of this, renewables accounted for 86.30 MW. The Indian government  is 

targeting for 175 GW of renewable capacity by 2022, of which solar energy has the biggest chunk, of 100 GW, and as per the Ministry of 

New and Renewable Energy (MNRE), the long-term target is 450 MW by 2045. 

 

 
Source: CEA, MNRE, BWR Research 

 

As seen in the last 18 months, growth in power from the renewable sector has lost its momentum. This is partially due to the delay in 

payments by Discoms and their preference to buy power from cheaper sources. Policy inconsistency is another factor, wherein to achieve 

the target of low-cost renewable energy, PPAs were signed at low prices (for example, ACME Solar bid for 200 MW solar plant at Badla 

(Rajasthan) for Rs. 2.44/unit and the recent bid conducted by SECI has recorded a tariff of Rs. 2.36/unit), while at the same time, project 

costs were increased by the imposition of import duties.  
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The impact of Covid-19 and growing border tension between India and China have seen exponential growth in negative sentiments towards 

Chinese imports. This is expected to increase the cost of projects, which in turn will shrink the margins for players and may cause projects 

to be unviable (as due to low bid prices, the cushion for shocks is already low). Thus, in FY22, we do not expect much change in the 

capacity mix of conventional and renewable energy due to ongoing problems in the renewable sector and the geo-political changes seen 

in the last six months. 

 

Has renewable growth slowed down? 

 
Source: MNRE, BWR Research 

 

 Wind energy capacity registered flat growth over the last three fiscals (2017-2020) at a CAGR of 3.62%. In the same period, solar 

energy capacity witnessed exponential growth in capacity, at a CAGR of 24.59%.  

 The prime reason for this flat growth in wind energy capacity is the deteriorating interest of developers in this sector due to a lack 

of adequate support from the government in land acquisition for setting-up the projects and developing infrastructure networks 

from evacuating power to grid. The focus has been shifted to solar capacity additions. 

 However, overall growth in renewable energy capacity additions remained muted in the last two fiscals. Hence, the target of 

achieving 160 GW capacity additions from wind energy (60 GW) and solar energy (100 GW) (total RE capacity target -175 GW) 

by FY22 remains difficult. 

 Financing has emerged as the key challenge to this vision, which has slowed down the pace of growth in RE capacity. 

 The Covid-19-induced lockdown is expected to further impact capacity additions in FY21 in the renewable space. Although there 

is competency in on-shore wind turbine manufacturing, the sector was under pressure even before the Covid-19 pandemic hit. 

Wind projects were hit hard by supply and labour disruptions in the peak season, which is usually before the monsoon, due to 

the pandemic.  

 The solar power sector space, which has seen exponential growth in capacity additions compared with wind power and has 

remained the focal point in the renewable space since last few fiscals, is expected to be hit hard by the pandemic as solar PV 

modules are dependant heavily on imports, due to the lack of domestic manufacturing capability; however, import has also been 

disrupted due to Covid-19. 
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 The recent steps taken by the government, involving the imposition of a custom duty on the import of solar-related equipment 

from China due to the ongoing geo-political tension between China and India, will render imports costlier and thereby impact 

capacity addition in the solar space. However, this will provide an opportunity to domestic manufacturers for manufacturing solar-

related equipment to contribute to solar capacity additions in line with the ambitious target.   

 There is also an increasing need for picking up innovative models such as Wind Solar Hybrid (WSH), which will harness solar 

and wind energy in an efficient manner.  

 

Renewables: way forward 

The WSH recently generated significant interest in the renewable space as it offers a lot of potential in terms of harnessing benefits from 

wind and solar energy generation. WSH projects could rekindle interest in the wind energy sector, which has seen the waning of developers’ 

interest. Currently, SECI has floated tenders for 3.6 GW of projects under this mode. 

 

The continued flow of investments in hybrid projects will depend on the success of this model as it comes with various challenges such as 

lack of availability of appropriate sites for setting-up hybrid projects, implementation risk due to the lack of experience in executing hybrid 

projects and deciding on attractive tariff. 

 

The interest rate spreads or the cost of debt of the hybrid projects will initially remain higher than standalone solar and wind power projects 

as operational or implementation risks will be priced heavily. Following the successful implementation of the hybrid projects and changing 

risk perceptions of lenders, interest rate spreads are expected to be moderated and will be lower than the standalone solar or wind power 

projects in the medium to long run. 

 

The government needs to play an active role in rekindling the interest of developers to invest in the renewable space through innovative 

models such as WSH. However, this innovative approach, if implemented successfully, is expected to boost capacity additions in the 

renewable space in the longer run at a CAGR of 20% approximately and will pose a significant threat to the dominance of coal-based 

power generation in the country. 
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