©1998-2022 Diligent Media Crpation Limited, All Rights Reserved.
Thu, 18 Jul-19; DNA - Mumbai; Size : 180 sq.cm.; Circulation:3386; Page :
10

PPA renegotiations may hit
green power firms’ cash flows

DNA Money Correspondent
correspondent@dnaindia.net

Mumbai: With Andhra
Pradesh government asking
renewable energy generators
to renegotiate power pur-
chase agreements (PPAs),
Fitch Ratings is of the view
that it will hamper private
players’ operating cash flows.

Among the reasons for
this impact is a delay in pay-
ments by state-owned distribu-
tion companies, or discoms.

Earlier this month, the
Andhra Pradesh government
had formed a high-level nego-
tiation committee to look into
PPAs of solar and wind en-
ergy, citing high tariffs.

On Wednesday, in a report,
Fitch Ratings said, “We ex-
pect the Andhra Pradesh gov-
ernment to face vigorous
challenges from operators of
renewable power projects and
the central government. Fitch
will treat the successful rene-
gotiation of the PPAs, if any at
all, as event risk in our credit

assessment of rates bonds is-
sued by restricted groups of
India renewable companies.”

In Andhra Pradesh, the
offtake exposure to the dis-
coms is highest for Greenko
Solar followed by Neerg En-
ergy and Greenko Dutch B.V.

On the other hand, the
companies with a low expo-
sure include Azure Power
and ReNew.

“We expect the intention
to renegotiate tariffs to fur-
ther extend the receivables
days for the wind and solar
power projects in the state,
which already exceed eight
months. This will increase
capital pressure on genera-
tors with high exposure,”
said a Fitch Ratings report.

Sabyasachi Majumdar,
group head (corporate rat-
ings), Icra, said, “In our view,
PPAs are contractual docu-
ments and unilaterally modi-
fying the same is likely to be
subjected to legal challenges.
Any attempts to renegotiate
without mutual consent may
adversely impact investor
sentiment and future invest-
ments in the sector.”

Keeping this factor in
mind, the central govern-
ment has already asked the
Andhra Pradesh government
not to go ahead with the rene-
gotiation of PPAs. However,
for now, halting of the rene-
gotiation process looks un-
likely.



