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An awareness van of rooftop solar power flagged off by Tata Solar Power from GREDA office in
Ranchi.

By 2030, Tata Power wants clean energy to account for 80% of its
generation capacity as it aims to become net carbon zero by 2045. The
residential solar market, which is likely to reach 3.2GW by FY23 from the
current 2GW, is one of the key segments it is focusing on. But there are
hurdles it needs to cross.

Tata Power, India’s largest integrated power company, seems to have well understood where the
future of the energy sector lies. It wants renewable energy to account for 60% of its portfolio by
2025 from 30% at present. And it is on course to add 15 gigawatt (GW) green energy capacity by
then. The company recorded a 94% year-on-year jump in revenue in the solar rooftop segment
alone in FY22. Its stock has risen more than 1,000% in two years.
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The growth drivers for Tata Power’s clean-energy business have been solar rooftops, solar pumps
and electric-vehicle charging stations.

Praveer Sinha, CEO of Tata Power, says, “All our existing operations have been doing very well and
some of our new businesses, including renewable, rooftop solar and large utility-scale solar pumps,
among others, have started showing results as a good foundation has been laid for them.”

Rooftop solar power, especially, has a lot of headroom for growth in India. The total rooftop solar
capacity in the country is estimated to have reached 10,221 megawatt (MW), which is still only 17%
of the total solar capacity in the country.

 

Rooftop solar and its untapped potential
 Under the Jawaharlal Nehru National Solar Mission, which was launched in 2010, India targets to

generate 100GW of solar power by 2022. Of this, 60GW was to come from the utility-scale segment
and the rest 40GW from the rooftop solar segment.

Against this 40GW target for rooftop solar, the total installed capacity by July 2022-end stands at
only 7.9GW. The residential category accounts for a minuscule 2,010MW.

Last month, the Ministry of New and Renewable Energy (MNRE) extended the deadline for
achieving the 40GW target from 2022 to 2026 with no increase in budget outlay. While several
initiatives by the central government in the past have failed to boost rooftop solar in India, Tata
Power is keeping its focus on the segment.

https://economictimes.indiatimes.com/topic/Praveer-Sinha


However, many experts say rooftop solar is not the government’s priority anymore. They say the
Centre is more focused on large-scale utility and feel that the decentralised solar sector will grow
automatically, at its own pace.

Smaller countries like Vietnam installed over 9,000MW of rooftop solar in a year, much ahead of
India.

So, what’s making Tata Power focus on this segment?

A calculated bet
 The new and simplified rooftop solar subsidy scheme, introduced by the Centre in July 2022, has

got many takers. Many are now realising the growth potential of the residential solar market in the
country.

According to the scheme, a consumer who wishes to install rooftop solar can register in the
universal portal and get direct subsidies in their bank accounts.

“The rooftop [solar] business growth is supported by favourable policies such as open access and
mandatory solar provision in the model building byelaws. The company [Tata Power] witnessed a
major uptick in orders and execution in its rooftop business. The order book stands at 393MW or
over INR1,500 crore,” Sinha tells ET Prime.

As per an analysis by Council on Energy, Environment and Water, a public-policy think tank,
discoms are likely to save INR0.22 per unit from electricity generated from rooftop solar
installations. Benefits are maximum in the residential categories and could reach up to INR0.75 per
unit. This will also help discoms save on the cross-subsidy paid out to residential consumers.

 "The company witnessed major uptick in orders and execution in its rooftop business. The order
book stands at 393MW or over INR1,500 crore."

— Praveer Sinha, CEO, Tata Power

The cost of installation of rooftop solar has come down drastically over the years. In 2020, the
average cost of a residential rooftop solar system in India was USD658 per kilowatt (kW), down
73% from the 2013 level. In comparison, the residential rooftop solar cost in 2020 in countries such
as Japan, the UK, Switzerland and the US was four to seven times higher than that of India.

However, one of the reasons why the rooftop solar segment is yet to reach its potential is that
consumers don’t want to invest upfront in installation. Also, residential rooftop solar has not really
been the priority sector for solar developers in India because commercial and industrial rooftops
offer greater economic viability.

India is currently trying to build a strong manufacturing industry with the capacity to produce solar
cells and modules which could bring down costs further. Tata Power has joined hands with the
Tamil Nadu government to invest around INR3,000 crore for setting up a greenfield 4GW solar cell
and 4GW solar module manufacturing plant in Tirunelveli district, Tamil Nadu.

Sinha says the manufacturing plant will help Tata Power support India’s aspiration to create a
comprehensive ecosystem for solar manufacturing and fulfil the needs of solar projects as well as
help the company improve its margins and have better control over the cost of solar cells and
modules. “The first phase of the plant of solar module is expected to be commissioned by June next
year. And the second phase of cells will get commissioned by November next year,” Sinha adds.
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At present, China’s solar photovoltaic (PV) manufacturing accounts for around 71% of the world’s
total capacity. It grew to 106GW in 2019 from 10GW in 2010. China is also a leading producer of
silicon wafers with a 97% share in the global market, a 79% share of PV cells, and a 67% share of
polysilicon.

“We have tied up with a couple of manufacturers over here and as you know, the customs duty for
cells is 25% while for modules it is 40%. So, we have 15% arbitrage if we get it manufactured in
India in terms of the customs duties,” Sinha explains.

According to the Institute of Energy Economics and Financial Analysis, the residential solar market
is likely to reach a size of 3.2GW by FY23 from the current 2GW. 

 

Currently, Tata Power has 1.3GW of owned projects and 2.3GW of external orders, aggregating
3.6GW of total large-scale EPC (engineering, procurement, and construction) contracts worth
INR15,000 crore. The company expects to get these EPC contracts completed in the next 12 to 18
months. “Due to higher commodity prices, including solar cells and modules and foreign-exchange



movements, we saw a hit on the profitability of the EPC business, but [we] expect that the margins
will improve in the coming quarters with newer orders and contract manufacturing, which has been
tied up to be done in India,” Sinha adds.

The way forward amid challenges
 With a fat order book and planned capacity expansion, Tata Power is struggling as the prices of

solar modules have increased. Ramesh Subramanyam, chief financial officer of Tata Power, says,
“We had some pressure on the module front, but this will ease off as we go. Module prices have
tightened all over the world. The new orders will be factoring in the new prices. So, that should take
care of the margins.” He, however, points out that some of the existing orders may face some
headwinds until they are completed.

On a positive side, the company has significantly reduced its net debt by more than INR7,500 crore
over the last one year through divestment of various assets and strategic fundraise from the
promoters.

Net debt at the end of the first quarter 2022 was around INR 42,000 crore. The net debt-to-equity
stands a little higher at 1.55 times compared with 1.53 times in the previous quarter.

The Tata Power stock has been in a downtrend since 2014. It made a low of INR27 in May 2020. It
has now broken the downward spiral and has resumed an uptrend. The stock has now given a range
breakout after 12 years. It made a high of INR300 in April 2022 and posted a return of more than
1,000% in two years. At present, it is taking support at 230 levels.

In 2015, as much as 84% of Tata Power’s generation capacity was coal-based. This year, it went
down to 66% and clean energy made up for the rest. By 2030, clean energy will make 80% of its
capacity, as the company is pursuing major expansion in solar and hybrid clean-energy sources.
Between 2040 and 2050, Tata Power plans to phase out all coal-based plants. It aims to become net
carbon zero by 2045.

“The future is going to be catalysed by the opportunities in renewable energy across the spectrum,
be it utility scale or otherwise, as the global shift to clean energy intensifies,” Sinha says.
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