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Healthy energy demand & rising thermal PLF to necessitate an incremental thermal
capacity by 2030, despite the planned renewable capacity addition: ICRA

ICRA projects the all-India thermal plant load factor (PLF) to continue to improve to 69.0% in FY2025 from about
68.0% projected for FY2024, led by the growth in electricity demand and limited thermal capacity addition. ICRA’s
outlook for the thermal power segment is Stable, supported by the healthy improvement in the thermal PLF,
coupled with the reduction in dues from state distribution utilities (discoms) following the implementation of the
Late Payment Surcharge (LPS) scheme since August 2022. The rating agency projects the demand growth to
moderate to 5.5-6.0% in FY2025 from the 7.0-7.5% projected for FY2024 and slightly trails its expectation for the
GDP growth for that fiscal (6.2%).

Commenting further on the thermal segment, Mr. Girishkumar Kadam, Senior Vice President & Group Head -
Corporate Ratings, ICRA Limited, said: “the current under-construction thermal capacity is about 30 GW, which is
predominantly in the Central and the state-owned generation segment and is expected to be commissioned over the
next two to four-year period. In our view, there is a clear need for incremental capacity beyond this pipeline if the
annual electricity demand growth continues to exceed 6.0% till 2030, after factoring in the renewable capacity
addition. If annual demand growth is stronger at 7.5% till 2030, to meet the same, the incremental thermal capacity
requirement will need to be as large as 70 GW.”

Coal has remained a dominant fuel source to meet the base load power demand in the country, and its share in the
overall energy generation mix is estimated to decline from 73% in FY2023 to about 58-60% in FY2030, assuming the
renewable capacity addition scenario of 200 GW between FY2024 and FY2030, as per ICRA estimates. Nonetheless,
the share of coal in the generation mix is expected to remain significant till 2030.

The average spot power tariffs in the day ahead market (DAM) of the Indian Energy Exchange remained high at Rs.
5.4 per unit in YTD FY2024, owing to the sharp demand growth. The spot tariffs are likely to remain elevated at ~Rs.
4.5-5.0/unit in the near term against a long-term average of Rs. 3.0-3.5/unit. Further, the coal stock level for the
domestic power plants remained modest at ~12 days as of December 2023, lower than the normative requirement.
Nonetheless, this remains similar to the corresponding period of the previous year.

For the renewable energy segment, ICRA’s outlook remains Stable, led by strong policy support, healthy demand
prospects, and superior tariff competitiveness. Further, the realisation of past dues and regular payment of ongoing
bills by discoms following the LPS scheme remain positives for the sector.

Commenting further on the renewable energy sector capacity addition, Mr. Kadam said: “The sharp decline in solar
PV cell and module prices, abeyance of the order on Approved List of Models and Module Manufacturers (ALMM)
till March 2024, and the timeline extension approved for solar and hybrid projects, are expected to lead to an
improvement in RE capacity addition to 18-20 GW in FY2024 from 15 GW in FY2023. This, along with the growing
project pipeline, is likely to support the scale-up in capacity addition to about 25 GW in FY2025, mainly driven by the
solar power segment. However, challenges remain on the execution front with respect to delays in land acquisition
and transmission connectivity, which could hamper the capacity addition prospects.”
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All information contained herein has been obtained by ICRA from sources believed by it to be accurate and
reliable. Although reasonable care has been taken to ensure that the information herein is true, such information
is provided 'as is' without any warranty of any kind, and ICRA in particular, makes no representation or warranty,
express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of
its group companies, while publishing or otherwise disseminating other reports may have presented data,
analyses and/or opinions that may be inconsistent with the data, analyses and/or opinions presented in this
publication. All information contained herein must be construed solely as statements of opinion, and ICRA shall
not be liable for any losses incurred by users from any use of this publication or its contents.

Disclaimer:

This Press Release is being transmitted to you for the sole purpose of dissemination through your newspaper /
magazine / agency. The Press Release may be used by you in full or in part without changing the meaning or
context thereof, but with due credit to ICRA Limited. However, ICRA Limited alone has the sole right of distribution
of its Press Releases for consideration or otherwise through any media including, but not limited to, websites and
portals.

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial
services companies as an independent and professional investment Information and Credit Rating Agency. Today,
ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international
Credit Rating Agency Moody’s Investors Service is ICRA’s largest shareholder.
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