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ABOUT THIS BOOK

On The Horizon — Renewable Energy in Asia was prepared by lawyers
in Asian Meritas firms. It offers practical insights targeting foreign

investors and business people who are interested in pursuing opportunities
throughout Asia. The twelve chapters provide general information, not legal
advice. Do not rely upon the materials without prior consultation with legal
advisors familiar with the specifics of your particular areas of interest.

The Meritas legal network offers clients the ability to obtain high-quality legal
advice and services throughout Asia and worldwide. With nearly 7,000 business
lawyers in over 220 cities, Meritas provides access to experienced professionals
literally everywhere.

Meritas firms

• Offer high-quality, worldwide legal services through a closely
integrated group of full-service law firms

• Are subject to rigorous selection criteria, ongoing service
monitoring and periodic recertification reviews

• Provide global reach and access to local knowledge at market
rates

• Offer coordinated service across jurisdictions

• Are listed at www.meritas.org which provides direct access to
firms through a searchable database of lawyer skills and
experience plus links to individual contacts at each Meritas
firm

The following currency notations are used in this book.
RMB Chinese Renminbi PHP Philippine Peso
HKD Hong Kong Dollar SGD Singapore Dollar
INR Indian Rupee TWD New Taiwan Dollar
IDR Indonesian Rupiah THB Thai Baht
JPY Japanese Yen USD United States Dollar
KRW Korean Won VND Vietnamese Dông
MYR Malaysian Ringgit

Please be aware that the information on legal, tax, and other matters contained in this booklet is merely
descriptive and therefore not exhaustive. As a result of changes in legislation and regulations as well as new
interpretations of those currently existing, the situations as described in this publication are subject to
change. Meritas cannot, and  does not, guarantee the accuracy or the completeness of information given,
nor the application and execution of laws as stated.
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CONTENTSINTRODUCTION

ON THE HORIZON — RENEWABLE ENERGY IN ASIA

As this book goes to press, the global economy is still struggling to climb out of
its worst downturn since the Great Depression. At the same time, Japan faces
its most significant crisis since 1945 as it deals with the impact of the tsunami and
damaged nuclear reactors at Fukushima. While some countries such as China,
Singapore, and India have successfully rebounded, most nations are facing dual
threats of exceptionally slow economic growth combined with chronic levels of
high unemployment. Unlike past recessions, this one has hit developed
economies just as hard as less developed countries, which have traditionally
borne the brunt of economic downturns.

No matter how the world economy performs over the next few years, two
factors stand out that will strongly influence global economic prospects over the
next decade. One factor is population growth. Most experts predict that the
world’s population will grow from 6.9 billion today1 to 8 billion by 2025 and will
add another billion by 2050. This projected increase is as many people who
currently live in China and India. Continual population growth places high
demands on the world’s resources, as more people are demanding more goods
and services. Equally significant, the large and rapidly growing economic
powerhouses like China and India are accelerating their demand for energy and
the goods and services it provides. Between just these two countries, over 3.5
billion people will be pushing their governments to promote rapid
industrialization in order to meet the demands of their burgeoning middle
classes. These are pressures that neither China nor India, nor any government
for that matter, can resist for political reasons.

Economics aside, the combination of these two factors is also putting a heavy
strain our world’s delicate environmental balance. The problem is that the
energy resources supplied today to meet a growing population’s increasing
needs for goods and services are mainly derived from carbon-based sources that
have significant long-term impacts on the environment. Coal is the dominant
fuel in Asia and accounts for 54 percent of energy used today. While this share
will go down over time (to an estimated 44 percent share in 2030), the use of
coal in developing Asia is expected to increase by nearly 40 percent by 2030.2

1  U.S. Census Bureau estimate at www.census.gov/main/www/popclock.html
2  Estimates from USAID ECO-Asia Clean Development and Climate Program, based on data from
International Energy Agency, Asian Development Bank, and Asia-Pacific Energy Research Center
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For example, the Peoples Republic of China in 2011 is over 70 percent
dependent on coal for its total energy needs, and it is the fastest growing
economy in the world. As energy needs increase, so does the degradation of the
environment. Adding another 2.5 billion people over the next 40 years will
magnify the imbalance even more.

Another consideration involves the political climate where carbon-based energy
is extracted and consumed. For example, much of the global oil supply is located
in geographic areas that regularly experience bouts of political instability. Think
about Venezuela, Nigeria, Libya, and points throughout the Middle East. As we
have seen time and time again since the oil crisis of the 1970s, any even minor
disruption in the assured supply of oil, gas, or other energy sources can and will
have a significant impact on global prices.

And the trends of oil import dependency are going in the wrong direction. Over
the past decade, oil imports to Asia have increased by 140 percent, and in 2010
the Asia region imported 60 percent of its oil.3 China’s dependence on foreign
oil is expected to keep rising, reaching 65 percent by 2015 and 80 percent by
2030.4

For all of these reasons, the current global energy mix, which is primarily
carbon-based, is untenable over the long run. China, India, and other nations
need to find alternate ways to fulfill their energy demands. The only real answer
— and our best chance to bring balance back to the environment — is to turn
toward alternative sources of energy, which can at least in part replace existing
coal and oil sources.

The most cost-effective way of weaning ourselves from fossil fuels is through
energy efficiency, and this can be done by taking actions to make homes,
buildings, factories, and our transport systems more efficient.5 But at the same

3 National Association of State Energy Officials, “What’s Hot in Trade and Imports,” available at:
http://www.naseo.org/committees/energyproduction/oil/Trade_Hot.htm#What's%20Hot:%20The

%20Asian%20Magnet
4 Estimates for China’s oil import dependency in 2030 range from 75%-82% based on these
references: The World Bank, “Winds of Change: East Asia’s Sustainable Energy Future,” available at:
http://www.recoalition.com/re2010/userfiles/files/Winds%20of%20Change%20(Full%20Text).pdf and
Japan Times, “What is Beijing willing to do to secure oil and gas supplies?” (stating US Dept. of
Defense predicts oil imports will amount to four-fifths of oil consumption by 2030), available at:
http://search.japantimes.co.jp/cgi-bin/eo20101227mr.html
5 Based on estimates in International Energy Agency (IEA), World Energy Outlook 2010
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time, it is also important to aggressively develop the most feasible alternatives
for supplying sustainable fuel and power directly – through renewable energy.
Some examples of renewable energy with real potential are solar, wind, hydro,
biomass, biogas, and tidal. While some of these technologies have been
commercialized and entered the market, none of them has yet reached
anywhere near their full economic and market potential. 

Such renewable energy sources cannot become commercially viable without
long-term financial incentives and comprehensive pricing policies backed by
national governments around the world. Just the sheer size of the capital
investments required in order to develop and exploit renewable energy
demands that governments underwrite part of those costs, at least initially. This
includes government-backed targeted incentives and grants for research and
development of these emerging technologies, funding renewable energy
demonstration projects, and adopting tax regimes for renewable energy that
will attract private investors over the long run. Without the right policies and
regulatory incentives, renewable energy sources are unlikely to succeed in Asia
or elsewhere.

Globally, investments in clean energy have quadrupled over the past five to six
years, from USD46 billion in 2004 to USD173 billion in 2008, and then falling
slightly to USD162 billion in 2009.6 And the upward trend is expected to
continue, as technological developments, in combination with the policies and
incentives mentioned above, boost the market for clean energy. The total
expected investment in clean energy, for just the G-20 countries alone, is
expected to be USD2.3 trillion over the next 10 years.

The real growth in global energy demand will occur in developing Asia — most
notably China and India — which will demand access to greater and greater
levels of energy over the next several decades. The overall demand for energy
in the developing Asia region is expected to increase by 65 percent in the next
20 years, and electricity consumption is expected to increase by 114 percent.

Given these strong trends, we wanted to find out where key countries in Asia
stand now on renewable energy as a workable alternative and what we can
expect in the future. 

6 UNEP, 2010, Global Trends in Sustainable Energy Investment 2010. Sustainable Energy Initiative (SEFI),
in cooperation with Bloomberg New Energy Finance
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In order to find the answers, we approached 12 of the leading Asian law firms
and asked each to comment on 10 basic questions about renewable energy
policies and the regulatory framework in their individual countries:

1. What are the driving factors for increasing renewable energy production?

2. Which renewable energy sources are viewed as the best opportunity for
your country and why?

3. What role does your government play in regulating the energy industry?
Describe the regulating environment and trends in deregulation in your
country.

4. What agencies or bodies of government oversee the energy sector? What
goals or mandates has your government set for electricity generation or
fuels production from renewable sources?

5. What are the opportunities for private ownership (vs. public ownership) in
clean energy development and technologies?

6. What is the level of government investment or what incentives are in
place to support these goals and targets?

7. What kind of emphasis is placed on researching and developing renewable
energy technologies versus looking to outside energy resources?

8. Is your country on track to be a clean energy importer or exporter from
the standpoint of power production supply and manufacturing?

9. How developed is your country’s workforce to support innovation,
development and the production of renewable energy?

10. What are the key barriers to increasing renewable energy as a part of your
country’s energy mix?
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Each chapter of this book is devoted to insights on a specific country in Asia. Our
hope is that this book will spark the beginning of an ongoing dialogue among
government officials and planners, venture capitalists, individual entrepreneurs,
researchers, multinational corporations in the energy sector, and NGOs as they
focus their attention on how best to accelerate the deployment of renewable
energy resources in Asia and elsewhere. The stakes are high for all of us. We
cannot afford to step back from the challenges and ignore the great
opportunities renewable energy technologies offer.

Dennis Unkovic, Editor
Meyer, Unkovic & Scott LLP

du@muslaw.com

Editor’s Note: 

The editor would like to acknowledge Peter du Pont and his program team for
the invaluable contributions made to this guide. Peter is a United States Agency
for International Development (USAID) contractor serving as the Chief of Party
of the Environmental Cooperation-Asia Clean Development and Climate
Program (ECO-Asia CDCP). Nelly Sangrujiveth and Aalok Awalikar provided
assistance in reviewing all of the country chapters and in preparing the charts on
electricity generation trends for each country.

USAID’s ECO-Asia CDCP program uses policy and market interventions to
promote the scale up of investment and implementation in clean energy in
developing Asian economies. The program is active in China, India, Indonesia,
the Philippines, Thailand, and Vietnam. ECO-Asia CDCP partnered with Meritas
in the development of this guide as part of its Asia Clean Energy Policy and
Regulatory Dialogue, which is aimed at building capacity in the region to design
and implement effective policy, regulatory, and legal frameworks for energy
efficiency and renewable energy.
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Electricity Generation by Fuel Type: India

Source: Asian Development Bank, International Energy Agency,
Asia-Pacific Energy Research Center, and The World Bank 
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INDIA

1. What are the driving factors for increasing renewable
energy production in India?

India’s power generation sector has been dominated by conventional
energy. As per data released by the Central Electricity Authority in
February 2011, if one looks at the current installed capacity, around 65
percent is constituted by thermal power (coal based and gas based), 22
percent by hydro-electricity power, 2.8 percent by nuclear power, and
10.7 percent by renewable energy.

TYPE MW

Thermal 111324

Hydro 37367

Renewable Energy 18455

Nuclear 4780

TOTAL 171926

According to the Ministry of New and Renewable Energy, a total grid
interactive renewable power generation capacity of around 18842 MW has
been set up as of 31 January 2011, which is over 11 percent of the total
power generation installed capacity from all sources in the country. The
Indian government has set a target of achieving 85 GW of renewable power
by 2022, including 20 GW from solar energy. 

There has been realization globally that as conventional energy reserves
are limited and are being rapidly depleted, there is a need to tap alternative
sources of nonconventional and renewable energy. There has also been a
global shift to clean energy with nations signing conventions such as the
United National Framework Convention on Climate Change and Kyoto
Protocol.

However, India faces formidable challenges in meeting its future energy
needs. Efforts by the public sector to stimulate production to bridge the
demand/supply gaps have led to issues such as environment, energy
security, availability, and efficiency taking a back seat. 

India has also taken some initiatives to tap the available sources of non-
conventional energy to bridge part of the demand/supply gap. The drivers
for an increase in the renewable energy production have primarily been:
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w Changes in the policy and legal regime to facilitate investments in
renewable energy.

w Creation of a viable market for renewable energy to address
concerns of energy security.

w Regulatory initiatives such as differential pricing, renewable
purchase obligations, and renewable energy certificates. It is
pertinent to note that State Electricity Regulatory Commissions
have fixed a certain percentage for procurement of power from
renewable energy sources and have issued orders for renewable
purchase obligation, i.e., purchase of power generated from
renewable sources of energy. Twenty Indian states have
mandatory renewable energy purchase targets ranging from two
to ten percent.

w Efforts to create access to energy. The Government of India’s
“Power for All by 2012” program aims to provide electricity to
predominantly rural India is expected to drive the growth of off
grid renewable energy technologies.

w The emissions of conventional fuels have contributed to the global
concern about climate change, and this has caused Indian policy
makers to seek out alternative eco-friendly options. India is
planning to reduce the emission intensity of its economy by 20 to
25 percent by the year 2020.

w The availability of resources is another driver for increasing
renewable energy production. 

w Growth of the carbon markets has been another driver as the
Indian government has created an environment for encouraging
development of CDM projects.

w Population growth and economic development to trigger demand
for more electricity and clean energy will play a key role in power
capacity addition. 

w India has a vast potential for renewable energy sources including
wind, solar, and small hydro. As per the Ministry of New and
Renewable Energy, the country has a potential of about 89,000
MW for power generation from different renewable energy
sources. India’s solar energy potential is pegged at around 20 MW
per square kilometer.

RENEWABLE ENERGY IN ASIA
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2. Which renewable energy sources are viewed as the best
opportunity for India and why?

The legal and regulatory framework in India does not define “renewable
energy” sources. However, policy initiatives at the central and state level
have identified the potential for each state and accordingly provided for an
incentive regime encouraging investments in renewable energy. Some of
the key sources identified as having a potential include wind, solar, biomass,
and small hydro. It is pertinent to note that states like Karnataka,
Maharashtra, and Tamil Nadu have seen an interest in wind; states like
Rajasthan and Gujarat have been targeted for solar; and states like
Himachal Pradesh and Uttarakhand have been targeted for small hydro.

As per recent data released by India’s Ministry of New and Renewable
Energy:

w 2,700 MW of renewable power capacity was added in 2010, of
which over 2,000 MW of newly installed capacity came from wind

w 10 MW of new capacity from grid-connected solar power systems
was installed

w Biomass power and bagasse cogeneration had 400 MW of new
capacity

w 300 MW of small hydropower projects were added last year
w 800 MW of solar power projects under the Jawaharlal Nehru

National Solar Mission were approved

India’s renewable energy projects have also dominated India’s share of
clean development mechanism projects. Of the 534 registered Clean
Development Mechanism projects, around 65 percent have been
renewable energy projects.
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3. What role does the government play in regulating the
energy industry? Describe the regulating environment and
trends in deregulation.

The principal law governing electricity in India is the Electricity Act, 2003
(EA), which repealed and supersedes the Indian Electricity Act, 1910,
Electricity (Supply) Act, 1948 and the Electricity Regulatory Commission
Act, 1998. The EA was enacted in order to begin reform in the electricity
sector in India. The EA mandated the creation of an independent regulator
by all states in India and distanced the state (government) from regulating
the energy industry. The EA however vests the power in the state to issue
policies that can “guide” the regulation of the industry by the independent
regulators. Some of the key policies issued by the government under the
EA are the National Electricity Policy and the Tariff Policy. An important
element of the EA is that it de-licensed the generation of electricity — i.e.,
generation is now open to private sector participation including foreign
direct investment. 

At the central level, the major governing bodies include the Ministries of
New and Renewable Energy, Power, and Coal. Other ministries such as the
Ministry of Finance and Ministry of Environment and Forests regulate fiscal
policies and climate change policies.

The Central Electricity Regulatory Commission and various state electricity
regulatory commissions operate and discharge functions in terms of the
EA. The Regulators “regulate” the licensees (distribution, transmission, and
trading), fix and determine tariff apart from balancing the interest of the
stakeholders. 

In India, the SERCs issued regulations under the EA specifying the terms
and conditions for determination of tariff, the regime for open access and
licensing, and the percentage of power to be procured by distribution
licensees from renewable sources at a preferential tariff. The SERCs also
set targets for distribution licensees within the state for procurement from
renewable energy sources. 

The regulators in India have played a key role in the evolving
methodologies for encouraging investments in renewable energy. There
was a realization that distribution of renewable resources is not uniform
across the country, and that while some states are rich in terms of

RENEWABLE ENERGY IN ASIA
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renewable potential, others have very little potential. The regulators
observed that these challenges were restricting the holistic development of
renewable energy potential and required a suitable mitigating mechanism
to enable all states to meet the RPO obligations. There was realization that
while SERCs had stipulated preferential tariffs for sale of renewable energy
within the state, there was no regulation setting out tariffs for interstate
sales. Therefore the Central Electricity Regulatory Commission (CERC)
established a framework in 2009 (Terms and Conditions for Tariff
Determination from Renewable Energy Sources Regulations).

After a public debate, the CERC recently issued a regulation on renewable
energy certificates (RECs) (Terms and Conditions for recognition and
issuance of Renewable Energy Certificate for Renewable Energy
Generation, 2010). The REC mechanism is aimed at addressing the
mismatch between the availability of renewable energy resources in states,
and the requirement of the obligated entities to meet the RPO. Under this
mechanism, renewable energy generators would have the option to either
sell the renewable energy at the preferential tariff or sell electricity
generation and environmental attributes associated with renewable energy
generations separately. The REC is a transferable and saleable credit
certificate, which can be freely traded on the power exchanges. Since the
purchase of RECs is deemed as purchase of power generated from
renewable energy sources, it is recognized as a valid instrument for
compliance with the RPO by the distribution licensees.

As the Electricity Act 2003 enables trading of power, it was decided to
allow energy investors to set up power exchanges. On an electronic power
exchange, traders from a large geographical spread converge without their
identities being revealed. Therefore, anonymity of traders is maintained;
hence market manipulation is thwarted and, in effect, a true market-driven
power economy is enabled. Currently, the power exchanges in operation
are promoted by public companies and offer national online electronic
platforms and a day-ahead market. The activities of the exchange are
carried out as per regulations issued by the Central Electricity Regulatory
Commission and the procedure for scheduling of collective transaction
issued by the Central Transmission Utility and bylaws, Rules and Business
Rules of the Exchange. 
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4. What agencies or bodies of government oversee the energy
sector? What goals or mandates has the government set for
electricity generation or fuels production from renewable
sources?

The Government of India has a dedicated national ministry, the Ministry of
Power, which is responsible for the development of electrical energy in the
country. The Ministry of Power is concerned with electricity planning,
policy formulation, processing of projects for investment decisions,
monitoring of the implementation of power projects, training and
manpower development, and the administration and enactment of
legislation in regard to thermal, hydropower generation, transmission, and
distribution. 

The Ministry of Power is responsible for the administration of the EA, the
Energy Conservation Act of 2001, and to undertake such amendments to
these Acts, as may be necessary from time to time, in conformity with the
government's policy objectives. The government has set up the Bureau of
Energy Efficiency (BEE) to assist in developing policies for reducing energy
intensity by adopting energy efficiency measures.

In order to deal with India’s energy security and the constant increases in
the international prices of oil, uncertainties associated with its supply, and
the adverse impact on the balance of payments, India established the
Commission for Additional Sources of Energy in the Department of
Science and Technology (CASE) in March 1981. CASE was responsible for
formulating policies and their implementation, developing programs to
support new and renewable energy, and to coordinate and intensify
research and development in the renewable energy sector. In 1982, a new
department, called the Department of Non-conventional Energy Sources
(DNES) that also incorporated CASE, was created and made part of the
Ministry of Energy. In 1992, DNES became the Ministry of Non-
conventional Energy Sources, and in October 2006, the Ministry of Energy
was rechristened as the Ministry of New and Renewable Energy (MNRE),
which was entrusted with the function of facilitating research, design,
development, manufacture, and deployment of new and renewable energy
systems/devices for transportation, portable, and stationary applications in
rural, urban, industrial, and commercial sectors in India.

RENEWABLE ENERGY IN ASIA
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As mentioned earlier, the EA made it obligatory for state electricity
regulatory commissions to set procurement targets for the share of power
from renewable energy sources. In this regard, the state electricity
regulatory commissions in several states across India have issued orders for
renewable purchase obligation, i.e., purchase of power generated from
renewable sources of energy, and these currently vary across states. Please
note that there is a target of an additional 10 percent to be procured
through renewable sources of energy by 2012.

While fossil fuels will continue to play a dominant role in India’s primary
energy mix in the next few decades, policy makers believe that India’s
energy security would remain vulnerable until alternative fuels to
substitute/supplement petro-based fuels are developed based on
indigenously produced renewable feed stocks. A biofuel policy has been
issued promoting increased use of biofuels in the transportation sector. The
policy is expected to bring about accelerated development and promotion
of the cultivation, production, and use of biofuels to increasingly substitute
for petrol and diesel in transport and to be used in stationary and other
applications. Biofuels will also contribute to energy security, climate change
mitigation, create new employment opportunities, and lead to
environmentally sustainable development. The goal of the biofuels policy is
to ensure that a minimum level of biofuels becomes readily available in the
market to meet the demand at any given time. An indicative target of 20
percent blending of biofuels, both for bio-diesel and bio-ethanol by 2017,
has been proposed in the policy. Blending levels prescribed in regard to
bio-diesel are intended to be voluntary in the near term. The blending level
of bio-ethanol has been made mandatory, effective October 2008, and will
continue to be mandatory leading up to the indicative target.

The Jawaharlal Nehru National Solar Mission (JNNSM) under the brand
“Solar India” is a key initiative intended to establish India as a global leader
in solar energy. The JNNSM has set a target of 20,000 MW and stipulates
implementation and achievement of the target in three phases (first phase
up to 2012-13, second phase from 2013 to 2017, and the third phase from
2017 to 2022) for various components, including grid-connected solar
power. 

The National Mission for Enhanced Energy Efficiency (NMEEE) aims to
achieve total avoided capacity addition of 19,598 MW, fuel savings of
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around 23 million tons per year, and greenhouse gas emissions reductions
of 98.55 million tons per year, over the next four years. NMEEE will include
a market-based mechanism such as energy-savings certificates and fiscal
instruments to promote energy efficiency. The government has already
formed a new corporate entity, Energy Efficiency Services Ltd (EESL), to
provide market leadership to its energy efficiency programs.

5. What are the opportunities for private ownership (vs. public
ownership) in clean energy development and technologies?

As mentioned earlier, the EA has de-licensed generation as an activity. In a
recent study1, India was ranked the fourth most attractive country in which
to invest in renewable energy, after the United States, China, and Germany.
India moved up due to its injection of over USD1 billion into the green
economy and new plans to install wind and solar capacity in the near future.
There is a potential for investments in the renewable energy sector in India
and investments in the renewable energy sector are bound to grow by
leaps and bounds in the coming years on account of the support received
from legal, policy, and regulatory frameworks in India. 

Some of the promising opportunities for investment include the following:

w Solar PV
w Solar Thermal
w Wind
w Small Hydro Power
w Biomass Gasification and Cogeneration
w Waste-to-Energy

The MNRE has taken several steps to promote private sector investments
in the renewable energy sector. Sectors that have witnessed significant
investments include wind, small hydro power, biomass, urban and industrial
waste-to-energy and solar (PV and Thermal). 

The Jawaharlal Nehru National Solar Mission (JNNSM) under the brand
“Solar India” is a key initiative intended to establish India as a global leader

1 Ernst & Young's report : Renewable Energy Country Attractiveness Indices
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in solar energy. The JNNSM has set a target of 20,000 MW and stipulates
implementation and achievement of the target in three phases (first phase
up to 2012-13, second phase from 2013-2017, and the third phase from
2017-2022) for various components, including grid-connected solar power.
The aspiration is to ensure large-scale deployment of solar-generated
power for grid-connected as well as distributed and decentralized off-grid
provision of commercial energy services. The deployment across the
application segments is envisaged as follows:

TARGET TARGET TARGET 
APPLICATION FOR PHASE I FOR PHASE 2 FOR PHASE 3

SEGMENT (2010-13) (2013-17) (2017-22)

Solar collectors 7 million 15 million 20 million
sq meters sq meters sq meters

Off-grid solar 
applications 200 MW 1,000 MW 2,000 MW 

Utility grid power, 1,000 to 4,000 to
including roof top 2,000 MW 10,000 MW 20,000 MW 

Because each state has RPO obligations, steps are being taken to
encourage investments in the renewable energy sector in each state. In
order to boost investment in the power infrastructure sector in India, 100
percent foreign direct investment is permitted in power generation under
the automatic route, i.e., without any prior approval from the government.
In light of the foregoing, there is also clearly an enormous potential for
developers of renewable energy technologies. In this regard, foreign
technology developers can invest in India through a joint venture or as a
wholly owned subsidiary. 

6. What is the level of government investment or what
incentives are in place to support these goals and targets?

It is pertinent to note that the 11th Five-Year Plan (2007-2012) has a
programme such as the Remote Village Renewable Energy Programme, the
Village Energy Security Programme, the Remote Village Solar Lighting
Programme, and Grid-connected Village Renewable Energy programs for
Solar thermal and Biogas. 
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There are mandates for each state to set renewable purchase targets, and
at the same time, state regulators are mandating differential tariffs for
procurement of power from renewable energy-based projects. Since the
resource generation and costs vary from state to state, the purchase tariffs
estimated by different state regulatory commissions also vary from state to
state. 

There are other incentives available at the central level, including indirect
tax benefits through excise duty exemptions and customs duty reductions.
At the state level, some capital subsidies are available as well as tax
exemptions, infrastructure support, and low-interest loans. At both the
Indian central government and state levels the policy environment is likely
to continue changing, creating a more favourable environment for
renewable energy.

The Government of India has launched several initiatives in order to
promote renewable energy in India. Some of the key subsidies and fiscal
benefits offered by the government are:

w Income tax benefits 
w Accelerated depreciation for plant and machinery 
w Customs duty and duty-free import concessions 
w Capital and interest subsidy 
w Preferential tariffs (these are being established at the state level)
w R&D subsidy (up to 100 percent of project cost in government

R&D institutions and 50 percent in the case of private institutions)
w Specific incentive scheme for solar power launched in 2008

(expected to cost the government INR90 crore (INR19.92 million)
and leverage private investment of INR1000 crore (INR221.337
million)

w Wind Energy schemes with: 
• 10 year income tax exemption 
• 80 percent accelerated depreciation 
• Sales tax and excise duty exemption 

The Indian Renewable Energy Development Agency Limited (IREDA),
which operates under the aegis of MNRE, is a specialized financing agency
that promotes and finances renewable energy projects throughout India.
IREDA has incentivized investments in the renewable energy sector by
introducing:
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w Income tax breaks for renewable energy projects
w Duty-free import concessions for import of equipment to set up

renewable energy projects
w Interest subsidy on loans taken to finance renewable energy

projects
w Incentives for preparation of detailed project reports and

feasibility reports
w Accelerated depreciation on the renewable assets

As of 31 March 2010, IREDA financed 1,921 projects with loan
commitment amounts totaling over INR121.8 billion. 

Some of the schemes introduced in the recent past for incentivizing
investments in renewable energy include the scheme for Implementation
of Generation Based Incentives for Grid Interactive Wind Power Projects.
This scheme provides approximately USD0.01 per unit of electricity fed into
the grid and INR12 (approximately USD0.026) per kilowatt hour for solar
power plants. This will enable foreign players and independent power
producers (IPP) to foray into the Indian renewable energy market.

7. What kind of emphasis is placed on researching and
developing renewable energy technologies versus looking
to outside energy resources?

A great amount of importance has been assigned to developing indigenous
renewable energy technologies. In this regard, the MNRE has been
entrusted with the function of facilitating research, design, development,
manufacture and deployment of new and renewable energy systems and
devices for transportation, as well as for portable and stationary
applications in the rural, urban, industrial, and commercial sectors in India.

India has also established a number of R&D institutes under the MNRE.
The Sardar Swaran Singh National Institute for Renewable Energy near
Jalandhar in Punjab is the premier research and development center. The
Centre for Wind Energy Technology at Chennai in Tamil Nadu is a scientific
and industrial research organization for wind resource assessment,
equipment certification, and R&D. The Solar Energy Centre at Gurgaon in
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Haryana does R&D on the development of solar energy systems and
devices.

The government has also sanctioned six major R&D projects in solar
thermal and photovoltaic technologies and set up a National Centre for
Photovoltaic Research and Education at IIT-Mumbai.

In the budget presented on 28 February 2011, renewable energy research
saw cuts of 24 percent. Funds for research, design, and development have
declined by almost a quarter. The approach was not appreciated by experts
who believe that if one wants to usher in clean and green energy in India,
money should go into renewable energy research.

8. Is India on track to be a clean energy importer or exporter
from the standpoint of power production supply and
manufacturing?

Renewable energy technologies have great potential for meeting India’s
sustainable energy targets. However, despite substantial efforts by the
concerned ministries over a number of years, success has not yet been
achieved. MNES and IREDA have relied on subsidized credit, technology
training and consumer awareness activities to stimulate the market for end-
user finance for renewable energy systems (solar and biogas) for water
pumping in the agriculture sector. In some states, end-users in rural areas
have access to solar-powered lanterns or lights and biogas systems for their
home. Many of the renewable energy technologies are still relatively new
to the market, so the commercial chains, networks, marketing, and
financial links, and other institutional structures that service traditional
energy technologies are not yet in place. In order for India to achieve its
aggressive renewable energy targets, it needs to create an improved
environment to encourage investments on the manufacturing side. Firm
markets would need to be established to address the growing needs of
each of the main renewable energy sectors: wind, solar, biomass, and small
hydro.
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9. How developed is India’s workforce to support innovation,
development and the production of renewable energy?

India has a considerable skilled workforce to support innovation,
development, and production of renewable energy. Many leaders in the
renewable energy space already have a presence in India. For example,
RRB Energy and ReGen Powertech are foremost players in the
manufacture of wind turbine generators, and Moser Baer is emerging as a
leading manufacturer of solar photovoltaic panels. Therefore in our view,
India has a sufficiently developed workforce to support innovation,
development, and production of renewable energy. 

10. What are the key barriers to increasing renewable energy
as a part of India’s energy mix?

As mentioned earlier and as per the EA, under the National Electricity
Policy and the Tariff Policy, state electricity regulatory commissions are
obliged to set percentage targets for procurement of power from
renewable energy sources. In order to sustain investments into the
renewable energy sector in India, there is an urgent need for clear and
consistent alignment of policies across central and state jurisdictions, with
regulatory frameworks that enable investors to meet their risk/return
requirements and give them certainty over the time frame for their
investment. It is equally important to ensure that the cost of renewable
energy becomes competitive. 

A likely challenge to the ability to sustain investments in the renewable
energy sector is the existence of cross subsidies in the tariff structure. The
concern is that the subsidizing consumers (which are mostly industrial) may
decide to exit the system and make their own arrangements for meeting
their future power requirements. With the cost of power procurement
going up, the distribution licensees are likely to move away from procuring
power from renewable energy sources, unless the cost of renewable
energy becomes competitive through technological developments and
innovation, in combination with smart, targeted incentives.
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KHAITAN & CO.
Khaitan & Co. is one of India’s oldest and most recognized full-service law
firms. The late Mr. Debi Prasad Khaitan, a member of the Constituent
Assembly that framed the Constitution of India in 1950, founded it in 1911.
The firm attracted many stalwarts in the field who laid the foundations of
integrity, dedication. and professionalism. Deeply rooted in this tradition,
the firm continued to grow and prosper, spreading out from Kolkata
(Calcutta) to New Delhi to Bangalore, under the able stewardship of the
late Mr. Bhagawati Prasad Khaitan. On its 90th foundation day (11
November 2001), the firm opened its offices in Mumbai (Bombay) for the
convenience of its clients.

Over the years, the excellent reputation of Khaitan & Co. has attracted
some of the best legal talent in India. This enables the firm to provide the
high-quality legal counseling expected from it to clients from all spheres of
commerce and industry. Besides offering clients immediate access to a
broad spectrum of legal expertise, the firm also ensures determined cost-
effective representation. It strives especially to provide personalized
attention and quality service to every client. 

Khaitan & Co. is adequately equipped to respond with the speed and
creative solutions that are demanded in today’s highly competitive and
rapidly changing environment. Khaitan & Co.’s clients include business and
financial enterprises, large business houses, banks, financial institutions,
government bodies, educational and charitable trusts, cultural institutions,
individuals, estates and trusts, based in India as well as abroad, which are
being served by its professionals across India. The contributions to the India
chapter were made by Prabjot Singh Bhullar, Partner, Khaitan & Co.
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