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Fiscal and Policy Incentives by MNES

Low-interest loans with soft repayment terms from IREDAS

Frvesyear tax haliday for independent power producers
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India Renewable Hesources Development Project

Wind Power Program :

Commercializacion has largely heen achieved
i the wind energy sector. When BRD began,
[miclia haed A0 RS of installed capacing serap
with imternatcnal and MNES srant assistance,
o M arch 2000, snstalled o apacary raiched 1,100
WV making India the ffth largest wind power

crcratinge nafion, Stemificantly, aver 930 of
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this capacity was insta

with, 83% [or captive use.

ed by the private sector

B opropects with a

rodad capacity of 459 MW were financed under

BB, while the cotal wend power porifolo of

IREDA i close to 3000 MW

Program Highlights
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A0% nclipenization, Several of them benefited
from ineventiures with leading manufacrurers
i Europe and the US, which resulted 1o
significam wechnology iranster,

m Large rorhines of up v 750 KW can be made in

Tnddia, which has helped in berer efficiency’in
harnessing wined.
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m Dritially, several compamies went an for wind

Farm development o avail of tax and
lepreciation benefits, With corporate g rates
vecluced and minimum alternative rx imposed,
the mamber of such companies has gone dean
aover lime, The emphasis s now on qualicy
energy generation for captive use by energy-
e incdustres,

r To encourage energy production. [REDA ofters

an kerest rebate af 05% for capacity facior
{OF) exceeding 18% and [% for 28, Tall 1997-
98, the average CF was 3%, which has
improved incthe Lase to years, Poristance, TH
Paper & Mewsprint Licl.'s wand farin is expected
to airin a CF af about 25% i 1995410,

Small Hydro Program

[ndiz has & potental of coer 10000 MW 1 the
small v ropower (SHEF) secior of which only
ahont 210 B hax heen explomed so far by
installing 267 projects. OF this, 4355 MW was
installed in 19 projects under RRD. Currently, 57
projedts tataling B B hose been sancrioned
b IREDA. Thas exceeds the original RERD tanget
of 100 MW Another 12 pasjects with 22,15 W
capacty ane in the papeline saanting clearance frm
the World Bank on a second hineol cradit, Thus,
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BRDY Bas played a osgor role moaccelecating

commereializarion in this seetar,

Program Highlights

m [ndia bas am established manbac ILFing |ase
in sorwall hydroownch nine actve players holdiog
&3% market share

m Sanciioning-to-commissiomng ome for
projects has come down significantly, lntially,

Solar Photovoltaic {PV] Program ;

[ndia’s % program iz amang the largest in the
workd with over 75,000 systerns (300 MW )
installed, with dontesric lghting and water
pumping being promanent. India has a strong
i faciaring hase with & production capacity
of 6.5 MW for cells (9 companes) amd 2.5 MW
for modules (23 companics), There arc 43
companies that manufacture balance-of-
systems. Indi now exporis PV modules o
countries i Asia and Europe.

REDD} began with a target of 2.3 MW and a
|yl|g|5;{': Gl AA2 mullion, Progress in the |‘:-:_'IE;||'||'|E."|E_'
was slow, with few projects an the irst tan vears,
en account of difficulties o
dispersed rural customers; high inital costs; a

reaching the

poor racketing infrasteactuee: and the absence
of enreprencurs, [REDA conducted several
entrepreneur teaming programs, 'Y o design,
installation and mainienance rining courses,
and business meets ftor PY compantes and
fingncial intermedianics. Consequently, the pace
picked uprsigmncantly in the lase tao years and
TRELM fas sancticned :.'{:-il_x vt a combined
capacity of 4.2 MW _OFf this, nearly | MW has

this rameed Ceoom 40 o065 months, whale at
present this is 13 10 30 months. 5K] Power
Lid., a [irst-zeneration entreprensur in
Andhra Pradesh commissioned s 1.5 MW

8.

project in a record tme of 15 montl

m A wide range of entreprenotrs, including
energy servioe compantes akd small iedestres
with « :||‘:-Ii\-'-:_' '|"-.|||i|'*.'|'|'|*.'|'||:=\.I las entered the
sector, Some developers, such as Bhoruka
s | up i'.'ll,|||i|:-|l:_' |1:|:-i{'|._l-1 fi |-.|-:'|1'\.-i:~.:;: the
suceess af their first project.

m A rage |_':|,|\i|.|| ol Tor '.:_'I',il'g-: up crmvall :'l:_;lf";‘:
projeces has come down o 800,000 to 1
millien per MW for capacities abowve 1 MY
and 312 million for capacities under T MW

m B far IREDASAMNES have been handhing
projects of only uporo 3 MW Mow projeces

abup to 25 MY capatity have been brought
under their purview, which is likelv o give a
magar boost to the seotor,

been anstalled chrongh some 40000 systens

I:|||'-.“.|-._' Ii!',l'.‘_'k. anel lasterns acoount for 29% of

capacity; pumping 6% street lights 7%
powerpacks 9% stand-alane power planis 5%,
grid powecr 3% others %), In order o
accelerate disburzals and fnancial closures,
TREDA Is revicwing irs procurement procedures

anvd budding tnternal managerment capacity,

RED led wo the development of innovatove
institutional models 10 promote PV in rural
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Examples af these models include:

Micro-credit Institutions: Wahandhbarak
MNagari Sahakari: Patsansiha Maryadit
(WNEPM), a raral cooperative bank in
Rolhapur, Maharashtra, offers selar lanterns as
AN TCe TG D !,1|_'-.';|‘:-|-:" foar -.‘:|'.-'.'I1i:'|;|.j_ !':_'I_'Lulil:i-_'
deposits with theni. The system cost (without
interest) 18 recovered from the recurning fees
OYeT 41 |,"1I'I'il:-:'! of 10 vears, at s 30 per monch.
Ower 2,000 lanterns have been seld so far,
WNSPM has developed a strong worklonce o
take care of muntenance,

Village Cooperatives; [n Sagar Island of
the Sunderbans in West Bengal, 5 I'V power
plants of 25 kW each (3 under RRD) are
supplying electric ity 1o abour 500 familes, A

-‘_-_|-,||:-_':;-__i'..|_' ;\-\.l_ll__l_'l__-r S gLLa |_|'.-|'.L.1-.'..'|1.|ri.'.".'t IririEy
local arganizations and consumers was sel up
to manage and maintain the plants, including
collecting monthly charges. Apart from
households, benehictaries include grocery shops.
railoring shops, dispensanes, drog stores, el
Earlier people used to pay about 32 every
menth for a angle light
diesel plant, while the PV plan offers 3 light

CONNEectIon |..' 111 i

|‘;._';i|'_'_; aneh 2 POWET POInls I:|i.‘l.' T radio, erc.)
for qust 323, Houschalds, which were earlier
||-:i|'::,; kerasene bor :'.-‘._|||I_i|':;:. save abouat 31.25

Financial Intermediaries: Magarjuna
Finance Limited (MNFL) has tied up with Folvene
Film Industries (PFL), a PV system integrator
hased 1 Hyderabad, Andhra Pradesh, 1o
promaote PY water pumping systems. NEL
secured loans from [REDA while PFL takes care
of installation, management and maintenance.
A farmer can acguire 2 360 W pump oomoa 10
vear lease with 2 onetime payment of 31,400
With PV pumps, faomers irrigate more land and
switched {rom subsistence crops to cash crops
for improved incomes, PEL has installed 86
pumps s Lar, and has plans to mnstall 800 pumps
i eial with IREDA assistance,

Tangible economic, speial and environmeneal
benefits have been perceived by users.

Overall Impact of the RRD Project

that promote commercial projects.

B The RRD project provided the base for IREDA 1o establish itself as a model institution
in the developing werld with a successful track record,

W RRD has catalyred market development by reducing perceived busingss risks, and
helped demonstrate the marketability and competitiveness of renewable energy
technologies by addressing various barriers in commercialization.

B Technical assistance activities under RRD have created considerable awareness and
capacity amaong nearly 4,000 professionals in the country.

B The international campetitive bidding process followed for large projects has made
Indian manufacturers competitive and guality- and Cost-Canacious.

B The project sanction procedures under RRD have led to internal capacity building in
IREDA. Alsa, the BDA scheme develaped a number of experienced consultanis who
offer a range of services, apart from generating business for IREDA.

B intense efforts by IREDA and MMES have encouraged several states to declare policies
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