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Press Release 
February 17, 2020 | Mumbai 

 

Coronavirus shadow over 3 GW solar projects 
Delay in sourcing of modules can cause cost and time overruns, invite penalties 

 
Nearly 3 GW of solar projects, worth Rs 16,000 crore, could be at risk of penalties for missing their respective 
scheduled commercial operation date (SCOD) if the impact of Coronavirus on trade with China prolongs, a CRISIL 
analysis shows. 
  
As per the standard terms of power purchase agreements, non-adherence to completion timelines attracts penalties, 
including downward renegotiation of tariffs. Typical schedule of penalties on account of delay is given in table below. 
  
For the record, India sources ~80% of its solar modules from China, where trade has been impacted due to measures 
implemented to combat the spread of the virus. 
  
CRISIL understands that measures such as restricted movement of people and/ or shut down of factories have 
disrupted module manufacturing in China and its feeder industries.  
  
The clampdown has forced several manufacturers to run their plants at low utilisation, or to stall operations altogether. 
Indeed, even the modules already manufactured are facing delays in transit to project sites on account of 
precautionary restrictions on transit at ports. 
  
Says Manish Gupta, Senior Director CRISIL Ratings, “This puts at risk around 3 GW of solar projects 
auctioned between July and August, 2018, which need to meet their SCODs by July 2020. Given that orders 
for modules are typically placed with a lead time of six months from SCOD, these projects are now in the 
process of either placing orders or receiving delivery of modules. Hence, any delay at this stage can prove 
costly.” 
  
In a bid to meet the commissioning timelines, the developers may choose to implement projects with more expensive 
modules sourced from locations other than China. But this could erode returns as the modules may be 15-20% 
costlier, shaving as much as 3 percentage points off their returns. 
  
Also, developers can invoke the ‘Force Majeure’ clause in the PPA under which they can seek relief under unforeseen 
and uncontrollable events. However, this is yet to be tested and may face legal and regulatory hurdles.  
  
Says Ankit Hakhu, Director CRISIL Ratings, “In the context, CRISIL’s credit outlook will be sensitive to any 
significant delay in opening up of trade with China, and consequently, delays in project implementation.” 
  
Table: Typical schedule of penalties on account of delay in project implementation (representation of 100 MW solar 
project) 

Delay in commissioning from SCOD Potential Penalty/ Action 
0 – 30 days Rs 20 Cr penalty (pro-rata on per day basis) 
31 – 90 days Rs 80 Cr penalty (pro-rata on per day basis) 
More than 90 days Downward revision in tariff 
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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. We are 
India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of innovation 
and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient solutions to over 
100,000 customers. 
  
We are 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 Ratings 

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is registered 
in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of independence, analytical 
rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire range of debt instruments, such as, 
bank loans, certificates of deposit, commercial paper, non-convertible / convertible / partially convertible bonds and debentures, 
perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other 
structured debt instruments. We have rated over 24,500 large and mid-scale corporates and financial institutions. CRISIL has also 
instituted several innovations in India in the rating business, including rating municipal bonds, partially guaranteed instruments and 
microfinance institutions. We also pioneered a globally unique rating service for Micro, Small and Medium Enterprises (MSMEs) and 
significantly extended the accessibility to rating services to a wider market. Over 110,000 MSMEs have been rated by us. 
 

 

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. 
 
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 (whether directly or 
indirectly) 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. CRISIL or its associates may have other commercial transactions with the company/entity. 
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