Uttar Pradesh a High Potential Solar Open Access
Market, But Challenges Remain

Tha state ranks the fifth- highest for open access solar projects, accounting for 7.5% of the total
Installations

Uttar Pradesh, India's largest state, Is transitioning from a
pradominontly agricultural ecanomy nto o promising industrial
hub. The state's recent industrial initatives have led to an
inciease in pawer demand,

According to CEA, tha stotes’ energy demand has increasad by
10% year-over-year as of September 2023,

The stote has been attracting growing interest from sofar open
oceess developers and consumers thanks to the stote's robust
Incentive pockage,

There is also more clarity now on how captive power projects are
defined in the state's solar pelicy. The palicy mandates that o
user whe owns ot least 26% of a captive power-generating
project and utilizes a minimum of 51% of its electricity could be
classifiad as a coptive user.

The incentives inciude a 50% walver on whesling and
transmission chorges for captive and third-party consumars,
applicable to opan ocoess projacts exceeding 1 MK,

CONSUMETS CISC 08T 0 T8N-yecr exampticn on electricity oury,
with the privisgs of 100% anergy banking anrually. The state has
o walve stomp duty on land leases or purchases for
such prajects,

There iz also a 50% exempticn on wheeling and rransmiaslon
charges for the intrastate sole of power to o third party ar for
captive use. Additionally, there |z a 100% exemption on the cross-
subsidy surcharge, wheeling charges, and tranemission charges
for infrastate tronsrmission systems when purchasing solar power.

Accerding to one developer, o significant increase in solar open
ocoess installotions con be expected in tha coming year, drivan
by fovarable renawable enargy policies,

“AS O POWET-IMPOrting stane, Utkar Prodesh's exempticn on cross-
subsicy ge and altransmiseion charges for
intrastate solor power transmission systems s set to further
elevate open aocess solorn” he said.

Uttar Pradesh recorded a substantial growth of 174.6% In open
occess selar power additions in the second quarter of 2023,
amounting to 58.6 MW, as compared to the 25 MW added in the
previous quarter, according to the 02 2 el
Open Accass o il

cumalative copacity for open access solar Installations, reaching
7365 MW as of June 2073, reprasanting 7.5% of the courtry’s ot
solar copacity.

One of the pivetal factors driving the success of the open occess
model in tha stats is the high taritts that industries curently pay
for power provided by distribution componies (DISCOMS). For the
commersial and industriol (C&I) segment, the prevailing retail
elactricity tariffs (Fy24) in Uttar Prodesh range betwesn 261
(30.073)/kWn and 28.3 (S010)/kWh. This Is nigher than the tarift of
other major open access stotes like Kornataka, Moharashirg,
Tamil Nody, ond Rajosthan

Estimates from developears suggest substantial savings for
congumers. mdustrial s cowd pprox

F1-715 (-$0.012-$0.018)/kWh, whils commercial consurmars may
ses sovings ranging from £228-23.4 (~50.027-50.041 ) lkan.

Challenges.

However, saveral challengss must ba oddressed to ensure
searniess growth of open occess, “Uttar Pradesh, despite s
transition inte-an industrial hub, s still predominantly an agrarian
stote with o significant portion of its land alrendy dedicated o
Tarrming activities, Large, contiguous parcals of lond suitable for
solar projects are limited due to extenzive agricultural use,” said
one developar,

The lock of available lond has ked 1o most projects baing
cancentrated in only o few regions, such as Bundelkhand. In other
arens, lond acquisition processes haove sncountered issues with
local outhorities and landowners, leading to higher costs for
developers and rendering projacts financially urviabia,

The gevelopar suggested that the government establish solor
parks to overcoms hese lond ooauisition chollenges, providing
develapers with readily availabla land and simpltying the
development process.

Another challenge involves the lack of provision for part
commissioning of projects. This poses o higher risk for
developers, particularty for larger projects exceeding 20 MW,
where all project copacity must be tied up simulianecusly.
Obligated entities with renewabls purchaze obligations may
struggle to fulfill thair yearly targets if the antire projact must be
operational at once. Furthermare, developers who have secured
loans could foce i interast axp o5 the

waiting period for the entire capacity to become oparational may
lengthen the loon terume= which, in turn, will affect the cash flow
of the praject

“While the stote offers 100% energy banking, the ground reality is
dlilferent, with Lhe state limAing energy banking to 25% of the
injectad enargy for many projects,” a developer sald. “Any energy
excaeding this benchrmark |s deermad purchased by the DISCOM
at a lower rate of 22 (~§0.024) /kWn. To encourage solar energy
adoption and development, the state must consider raising the
enargy banking limit, offering more flexibility to consumers and
developers for surplus enargy utllization.”

Uttar Prodesh hos mada significant strides in promoting open
access selor, and to ensure the continuad success of this maodsl,
the state must address these challenges immediately,

The 07 7023 Metsom ndio Sob
oL Covers o detoiled analysis of state policies and
regulations related to solor open acoess. it covers vital
information and data on the markeat.
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