AP power sector investments in limbo on tariff concerns
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Investors are scaling back in
vestment plans in the Andhra
Pradesh power sector as the
deadlock continues over the
possibility of the State reneging
on its contract's.
At least half a dozen compan
ies th at BusinessLine spoke to
opined that the AP govern
m ent’s decision to cancel solar
and w ind power projects
entered into by the N Chandrababu Naidu governm ent is
weighing heavily on their
minds.
Following this development,
a petition was filed by renew
able energy firms which led the
AP High Court to order a stay
against State governm ent rene
gotiating tariffs of signed
contracts.
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Some multinational renewable companies which were looking to invest but they now have
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on power purchases are pass wanting to put up solar or wind
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According to Andrew Hines,
energy installations to meet

Co-founder, CleanMax Solar, the
gravity of the situation can be
gauged from the fact that some
power producers in AP have not
been paid for 14 m onths and
Discoms’ dues are around $2.2
billion. “Any move to revise tar
iffs, add new charges, or retro
spectively change regulations
will alarm lenders and investors
who are otherwise enthusiastic
about investing in renewables
in India.”
In the long-term, such
changes will actually lead to
higher power costs, as equity
and debt costs have a direct im
pact on the tariffs. So while gov
ernm ents and utilities need to
ensure competitive prices, they
will do consumers more harm
than good by making changes
retrospectively, and also by creatinga climate of uncertainty in
the industry, pointed out Hines.

