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Press Release  
April 09, 2020 | Mumbai 

 

Tariff ceiling removal can revive renewables investments 

Move unlikely to raise tariffs in the near to medium term 

 
The Ministry of New and Renewable Energy’s (MNRE) decision to remove tariff ceilings from renewable energy 

tenders will give the beleaguered industry a much-needed leg-up. 

Renewables capacity addition dropped to ~9 GW in fiscal 2019, compared with 11-12 GW over fiscals 2017 and 

2018, and remained subdued through fiscal 2020 as well. 

With tariff caps brought down progressively, undersubscription had risen for renewable energy tenders, impacting 

project pipeline, as highlighted by CRISIL Research in its webinar and press release in August and September, 

2019, respectively. 

That, along with tax issues, inadequate availability of resources (land and connectivity), and imposition of 

safeguard duty forced developers to cherry-pick projects.  

Not surprisingly, the allocation rate fell from almost 75-80% over fiscals 2016 and 2017 to 35-40% over fiscals 

2018 and 2019, and is likely to be even lower at ~20% in fiscal 2020. 

Says Miren Lodha - Director, CRISIL Research, “We estimate an incremental fillip of 6-7 GW from the 

removal of tariff ceiling over the medium term. Solar energy developers will now have the leeway to factor 

in higher risk in cases where the counterparty has a weaker profile, or irradiance is low, or there are other 

execution hurdles. This will allow for higher bid tariffs and improve subscription to tenders, though 

positive impact is expected to materialise only once the Covid-19 pandemic ends.” 

CRISIL Research, however, expects solar weighted average tariff to remain in the current Rs 2.50-2.60 per unit1 

range as lower module cost2, larger scale of projects, and continued tendering activity in the segment continue to 

pique competition among players. 

As for wind energy tenders, though tariffs have remained sticky at the Rs 2.8 per unit mark, viability remains a 

concern as the sector grapples with execution challenges on the ground.  

The removal of tariff cap opens up an avenue for wind developers to bid higher and price in the implementation 

challenges. As per CRISIL’s analysis, bids nearer to the Rs 3 per unit mark will improve returns and also improve 

activity in the segment. 

That said, the weak financial profile of most state distribution utilities limits their ability to buy expensive power. 

This would compel renewable energy tariffs to remain more competitive compared with non-conventional power 

so as to propel demand.  

Says Mayur Patil - Associate Director, CRISIL Research, “A few benchmarks, such as the average cost of 

non-renewable energy power to states, which stood at Rs 3.60 per unit in fiscal 2019, and the recent 

medium-term power purchase agreement auctions for conventional power, which saw bids at Rs 3.26 per 

unit, may act as implied tariff ceilings. Hence, although the tariff cap removal will provide greater 

flexibility to developers to factor in risk, prices of renewable energy will still be lower than those of non-

conventional power.” 

  

                                                 
1 Indicative weighted average tariff for the fiscal, auction tariffs may be higher / lower depending on several factors. 
2 Comparison of annual average global price of multi-crystalline over fiscals 2019 and 2020. 
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About CRISIL Limited 

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better. 

It is India’s foremost provider of ratings, data, research, analytics and solutions, with a strong track record of growth, cu lture of 

innovation and global footprint. 

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers.  

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and data 

to the capital and commodity markets worldwide. 

For more information, visit www.crisil.com  

Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK   

About CRISIL Research  

CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the Indian 

economy, industry, capital markets and companies. We also conduct training programs to financial sector professionals on a wide 

array of technical issues. We are India's most credible provider of economy and industry research. Our industry research covers 86 

sectors and is known for its rich insights and perspectives. Our analysis is supported by inputs from our large network sources, 

including industry experts, industry associations and trade channels. We play a key role in India's fixed income markets. We are the 

largest provider of valuation of fixed income securities to the mutual fund, insurance and banking industries in the country.  We are 

also the sole provider of debt and hybrid indices to India's mutual fund and life insurance industries. We pioneered independent equity 

research in India, and are today the country's largest independent equity research house. Our defining trait is the ability to convert 

information and data into expert judgments and forecasts with complete objectivity. We leverage our deep understanding of the 

macro-economy and our extensive sector coverage to provide unique insights on micro-macro and cross-sectoral linkages. Our talent 

pool comprises economists, sector experts, company analysts and information management specialists. 

CRISIL Privacy  

CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request 

and service your account and to provide you with additional information from CRISIL. For further information on CRISIL’s privacy 

policy please visit www.crisil.com/privacy. 

Disclaimer  

This Press Release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency.  The 

Press release may be used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL.  

However, CRISIL alone has the sole right of distribution of its Press Releases for consideration or otherwise through any media 

including websites, portals etc. 

CRISIL has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL from sources 

which it considers reliable. However, CRISIL does not guarantee the accuracy, adequacy or completeness of information on which 

this Press Release is based and is not responsible for any errors or omissions or for the results obtained from the use of this Press 

Release.  CRISIL, especially states that it has no financial liability whatsoever to the subscribers/ users/ transmitters/ distributors of 

this Press Release.  

mailto:mayur.patil@crisil.com
mailto:saman.khan@crisil.com
mailto:hiral.vasani@crisil.com
mailto:parmeshwari.bhumkar@crisil.com
file:///C:/Users/prakashu/AppData/Local/2015_Current_Sep-Dec2015/Media%20Relations/Press%20Releases/Corporate/shwetar/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/O7BA0XF4/www.crisil.com
http://www.linkedin.com/company/crisil
https://twitter.com/CRISILLimited
https://www.youtube.com/user/CRISILLimited
https://crisil.facebook.com/CRISILLimited
http://www.crisil.com/privacy

