Mechanism [17]. The source-wise breakup of
Accreditation and Registration are given in Table 2.

Table-2: Details of Accredited and Registered Projects

B. ISSUANCE OF RECs

Issuance of RECs started with a modest figure of 532
RECs in the month of March, 2011. Since then, more
than 41.6 million RECs have been issued upto July 2017.
As expected, the issuance of RECs increased year by year
due to addition of capacity under REC Mechanism [17].
The graph depicting the source-wise RECs issued is
given below:

number of sellers and number of RECs transacted on
Power Exchanges in the last six years are given below:

Table 3: Details of Trading of RECs on Power
Exchanges

Source: IEX and PXIL

Further, trading of RECs in the last six years shows the
increasing volume of transaction of RECs. The trend of
REC trading on Power Exchanges is given below:

Figure +2: Source-wise breakup of RECs issued (As on
30.07.2017)

C. REC TRADING

74 trading sessions of RECs till April 2017 have taken
place since the first trading of RECs which was held in
March, 2011. More than 21.6 Million RECs have been
traded at power Exchanges, the monetary value of RECs
traded is about X 37.4 Billion. Further, number of buyers,

Figure 8: Trend of REC trading (Source: IEX [18] and
PXIL [19])

The Section 86 (1) (e) of the Electricity Act 2003
provides for Renewable Purchase Obligation (RPO) on
consumption of energy, and the RPOs are determined by
respective SERCs. As per the Regulations the
applicability of RPOs is on the Distribution Companies,
Captive Power Plants (CPP) and Open Access
consumers. Since launch of the Mechanism upto
30.03.2017, distribution companies purchased about 37%
of the total RECs, and remaining 67% RECs purchased
by both captive power plants and open access
consumers.

Since, REC is a Pan-India Mechanism, stakeholders from
30 States/UTs have purchased more than 20.8 Million
RECs through Power Exchanges till 30.03.2017. The
States whose utilities had purcahsed RECs for RPO
compliance are given in Table 4:




Table 4: Name of the States whose obligated entities had
urchased 20.8 million RECs

RECs Purchased by the obligated entities of States/Union Territories
S. No. RECs S. No. of RECs
No. State/UT Purchased No. State/UT Purchased
1 Maharashtra 63,83,711 16 | Daman and Diu 3,24,554
2 Gujarat 39,87,528 17 | Madhya Pradesh 2,98,871
3 Rajasthan 20,13,765 18 Assam 2,59,438
4 Punjab 11,60,702 19 Chandigarh 2,49,381
5| Dadraand 7,17,403 20 Goa 2,05,000
Nagar Haveli
6 Jharkhand 7,15,933 21 Kerala 1,17,636
7 Odisha 6,27,224 22 Telangana 1,02,260
8 Delhi 5,02,335 53| Himachal 92,545
Pradesh
9 Tamil Nadu 4,90,060 24 Haryana 72,178
10 Chhattisgarh 4,60,813 25 Meghalaya 20,209
11| Andhra Pradesh 4,59,780 26 Uttar Pradesh 20,051
12 Karnataka 4,55,534 27 Manipur 3,997
13 West Bengal 3,73,045 28 Mizoram 3,160
14 Uttarakhand 3,48,520 29 Tripura 297
15 Pondicherry 3,34,407 30 Bihar 227
Total 2,08,00,564

(Source: IEX and PXIL)

Due to more availability and less demand of RECs, the
sale bids exceeded the buy bids; therefore RECs are
being traded at floor price since September’12 for non-
solar and since June’13 for Solar RECs.

VI. CHALLENGES

More than 21 million RECs have been traded on
Power Exchanges; however, inventory overhang of about
19 million RECs is a cause of concern of the
stakeholders. Challenges which need to be addressed by
the CERC/SERCs with regard to smooth functioning of
the REC Mechanism are discussed below:

A. RPO Compliance

For sustainable REC Market strict enforcement of
RPO compliance by concerned SERCs is required.
For strict RPO compliance, RPO monitoring system
at the State as well as Central Level is required for
timely action.

Bankability of the Projects registered under REC
scheme has been affected due to huge inventory of
the RECs.

B. Demand-Supply mismatch impacting the trading of
RECs

REC market is witnessing oversupply in comparison

to demand which is resulting in build-up of huge
REC inventory. Due to sell bids outnumbering buy
bids, the floor price becomes the market clearing
price both for solar and non-solar RECs since June
2013 & September 2012 respectively. This has
skewed the discovery of price of REC at Power
Exchange(s).

C. Lack of Voluntary Market

Upto 30" March 2017, 29,226 RECs have been
purchased by Voluntary buyers, most of the RECs
were purchased by Central Public sector Enterprises
due to inclusion of purchase of RECs under
Corporate social Responsibility (CSR) by DPE in
2012-13. Due to lack of such guidelines in the
ensuing years, voluntary procurement of RECs
reduced considerably.

D. Market Design related Issues

RE generators based on various approved
technologies are being registered under the REC
scheme. However, only two types of RECs (Solar
and Non-solar) are being issued to the RE
generators.

Further, vintage and technology based Multiplier
factor, secondary market etc. are some of the
demands of the RE generators. Moreover, Floor and
Forbearance Price of REC are the options for
transaction of RECs at Power Exchange(s).

E. Capacity Building

Central Agency has conducted 26 workshops for
stakeholders, and officials from State Agencies have
participated in many conferences /workshops.
However, more capacity building workshops for
Captive Power Plants, open access consumers are
required to sensitize about recent Hon’ble Supreme
Court order for compliance of RPO by CPP/OA
consumers.

VII. WAY FORWARD

More than 30 States/UTs have notified RPO Regulations,
and these regulations provide that obligated entities may
purchase RECs for compliance of their RPO. The
number of projects registered, number of RECs issued,
and number of RECs traded on Power Exchanges
indicate the success of REC Mechanism in a very short
span of time.

However, challenges regarding huge inventory due to
lack of purchase of RECs by the obligated entities is a
serious concern and that needs to be addressed on priority
basis. In this regard, incentive and penalty structure may
be designed for effective compliance of RPO by the
entities. Recently, few SERCs have taken the non-
compliance of RPO as a serious matter and exercised the
penal provisions under RPO regulations.

Recent Amendments in the REC Regulations, orders of
SERCs, APTEL, Supreme Court and tariff policy
regarding the RPO compliance augur well for the
reinvigoration of the REC market in the country.

Further, capacity building workshops, awareness
campaigns etc. are required for inculcation of the
environment friendly behavior among institutions as well
as in individuals through voluntary purchase of RECs.
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