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Executive Summary  
 
ICRA is of view that the wind energy sector is facing headwinds in the near term owing to the substantial reduction in preferential tariff for new 
wind power projects in Madhya Pradesh coupled with the slowdown in signing of fresh PPAs and delays in payments by state-owned utility in 
Maharashtra. Further, the expiry of generation based incentive (50 paise per unit) benefit on March 31, 2017 and reduction in accelerated 
depreciation benefit from 80% to 40% from FY2018 onwards are likely to negatively impact the future capacity addition in the sector. 
Moreover, the proposed implementation of forecasting and scheduling framework in some of the key wind states pose regulatory challenges 
for the sector, given the variable and intermittent nature of wind power generation. Notwithstanding the near-term challenges, the long-term 
demand potential for wind power remains strong, given the favorable government support, large untapped wind power potential, fairly 
attractive feed-in tariffs and relatively lower execution risks. Assuming an energy demand growth of 6% on a y-o-y basis and renewable 
purchase obligation (RPO) at 12% by FY2022, the incremental wind-based energy capacity requirement by FY2022 is estimated at about 35 GW 
as against the current installed capacity of 26.8 GW. This is assuming wind as a renewable energy (RE) resource contributing to a dominant 
share (75%) in meeting the non-solar RPO requirement on an all India basis.  

 
 Headwinds in States of Madhya Pradesh & Maharashtra to affect wind capacity addition in FY2017: The wind power sector has 

witnessed a record capacity addition of 3415 MW during FY2016, an increase of 48% over the capacity addition of 2308 MW achieved 
during FY2015. A major portion of this capacity addition was accounted for by new projects in Madhya Pradesh, given the attractive tariff 
(i.e. at Rs. 5.92 per unit) being offered in the state in the period leading up to March 31, 2016. ICRA however, notes that there could be a 
decline in fresh capacity addition in the wind energy segment to around 2500 MW in FY2017, because of factors like: a) substantial 
reduction in preferential tariff (from Rs. 5.92 per unit to Rs. 4.78 per unit) for new wind energy projects to be commissioned in Madhya 
Pradesh, and b) slowdown in signing of fresh PPAs and delays in payments by state-owned utility in Maharashtra. Further, the expiry of 
generation based incentive (50 paise per unit) on March 31, 2017 and reduction in accelerated depreciation benefit from 80% to 40% 
could adversely impact the wind power capacity additions from FY2018 onwards.  

 
 Mixed trend in revision in preferential feed-in tariff by SERCs for wind projects during FY2017: State Electricity Regulatory Commissions 

(SERC) in the states of Andhra Pradesh, Madhya Pradesh, Maharashtra, Rajasthan and Tamil Nadu have revised the preferential feed-in 
tariff by 0.2%, -19.3%, -2.6%, 0.3% and 18.5% respectively for the new wind projects to be commissioned w.e.f April 1, 2016. ICRA notes 
that reduction in tariff by SERCs in Madhya Pradesh and Maharashtra is a negative development for new wind energy projects to be 
commissioned in these states, as it is likely to result into moderation in project internal rate of return (IRR) by about 360 basis points 
(bps) and 50 bps respectively assuming a plant load factor (PLF) of 22%. On the contrary, an upward revision in tariff by SERC in Tamil 
Nadu is a positive for new wind energy projects in the state, as it is likely to improve the project IRR for new projects in the state by 
about 270 bps assuming PLF level of 24%. However, realisation of this potential is critically dependent on the extent of improvement in 
transmission bottleneck in the state as well as the payment discipline by state-owned utility.  
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 RPO norms vary across states with limited compliance: RPO norms continue to vary across the states in terms of both, quantum of RPO varying from 2.00% to 12.50% in 

FY2017 across the states and also the period of RPO trajectory with only six states stipulating RPO norms till FY2022. Further, the RPO levels remain lower than the RPO 
trajectory

1
 across majority of the states with only three states having RPO norms at greater than or equal to the target suggested by NAPCC for FY2016. Moreover, 

compliance in RPO norms on an annual basis by obligated entities continues to remain weak, as SERCs tend to carry forward the shortfall in RPO compliance to the 
subsequent period, instead of directing any penalty or regulatory charges for non-compliance in most of the states. There are only a few states where SERCs have issued 
strict orders for compliance such as Maharashtra. While National Tariff Policy (NTP) has amended solar RPO norm from 3% to 8% by FY2022 in January 2016, similar 
revision in solar RPO norm by SERCs is yet to be seen. 

 

 Scheduling & forecasting framework proposed by SERCs in key wind states of Karnataka, Rajasthan and Tamil Nadu: Subsequent to the notification of regulations on 
scheduling and forecasting framework by the Central Electricity Regulatory Commission (CERC) in August 2015, SERCs in the states of Rajasthan, Tamil Nadu, Karnataka, 
Odisha and Jharkhand have issued draft regulations on forecasting and scheduling, which are applicable for wind and solar power generators connected to the state grid 
and selling power within the state. However, these regulations vary across the states as well as with the regulations approved by CERC. For example, the settlement of 
deviation charges is based on a pre-determined rate (increasing from Rs. 0.5 per unit to Rs. 1.5 per unit with increase in deviation proportion) in case of regulations 
proposed in these states as against the CERC notified mechanism of linking the settlement rate with PPA tariff or Average Power Purchase Cost (APPC), as applicable. ICRA 
is of the view that once approved by SERCs, these regulations will have a negative impact on cash flows and project IRR for the wind projects, if the actual overall 
deviation (mix of over-generation and under-injection) exceeds 30% of the scheduled. This is also because if the variation is above -/+35%, deviation charges are highest 
at Rs. 1.5 per unit for deviation volume in energy generation. Further, wind by nature is variable and intermittent, which may translate into a risk of wide fluctuations in 
actual resource availability, which in turn makes it challenging for the sector for forecasting, though the same is possible to some extent through robust 
technical/statistical modeling with the use of past generation/weather conditions data.  
 

 The report has covered in depth the analysis of project economics in IPP segment across states based on the prevailing feed-in tariffs, trends in all India wind power 
generation, impact of the forecasting and scheduling regulations proposed by SERCs in key wind states, trends in RPO trajectory, payment pattern by discoms and 
trends in OEM market share.  
 

 

 

 

 

  

                                                           
1 As suggested under National Action Plan for Climate Change 
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