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To, 

 

The Secretary, 

Central Electricity Regulatory Commission, 

World Trade Centre, 6th, 7th & 8th Floor, 

Tower-B, Nauroji Nagar, 

New Delhi -110029 

Email: secy@cercind.gov.in 

 

 

Subject: Submission of Comments on the Proposal for Determination of the Buyout Price as an 

alternate compliance mechanism towards fulfilment of Renewable Consumption Obligation (RCO) 

 

 

Dear Sir/Madam, 

 

 

This has reference to the Petition No. 12 / SM/2025 (Suo-Motu) dated 22.10.2025 inviting comments 

from stakeholders on the CERC Proposal for Determination of the Buyout Price as an alternate 

compliance mechanism towards fulfilment of Renewable Consumption Obligation (RCO). 

 

Accordingly, comments on behalf of Reliance Industries Limited are hereby submitted for the kind 

consideration of the CERC. 

 

We would be happy to provide any further clarification or participate in discussions, should the 

Commission require. 

 

 

Yours sincerely, 

 

Senthil Naadan Arul, 

Senior Manager – Regulatory & Policy Advocacy, 

Distributed – RE,  

Reliance Industries Limited 

senthil.arul@ril.com 

+91-8591996986 

 

Enclosure: As above 
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Comments on the Proposal for Determination of the Buyout Price as an alternate 

compliance mechanism towards fulfilment of Renewable Consumption Obligation (RCO) 

 

We welcome the Commission’s initiative to propose a structured Buyout Price mechanism as 

an alternate compliance route under the Renewable Consumption Obligation (RCO) framework.  

While the Buyout Price set for FY 2024–25 is acceptable as an initial benchmark (Rs 245/MWh) 

but a more robust and safeguarded approach is needed for future years. In this context, we 

suggest the following measures for the Hon’ble Commission’s consideration: 

a) Impact of REC Market Volatility on Buyout Price 

• As per the REC registry, the REC market is currently witnessing a situation where a large 

volume of RECs remains unsold, resulting in an oversupplied market. 

• This oversupply has led to lower price discovery for RECs, as several obligated entities 

are not fulfilling their RPO/RCO obligations. 

 

 
REC Summary (as of 19.11.2025) 

 

• Linking the Buyout Price to REC market prices creates a pathway for manipulation by 

obligated entities. 

• Entities with large-volume REC requirements may intentionally avoid placing buy bids, 

resulting in artificially lowering the REC clearing prices. The Buyout price (REC price+ 

premium) would then be much lower than what it would have been, had this fragmentation 

of buy volume not happened. The same entities can then choose the Buyout option at a 

much lower cost.  

• This behaviour enables obligated entities to effectively crash REC prices and then use 

the Buyout route for cheaper compliance. 

• Such gaming undermines REC market integrity and compromises renewable energy 

procurement targets. Therefore, the Buyout Price should not be directly linked to REC 

market prices unless strong safeguards are in place to prevent such manipulation. 
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b) Trigger for Buyout Option Should Be Restricted 

 

• To maintain REC market integrity, Buyout should be allowed only when REC inventories 

are fully exhausted or demonstrably inadequate. 

• Obligated entities must provide documented proof that they attempted compliance 

through: 

o direct renewable procurement (including efforts to contract RE/RE + storage) 

o REC purchase (attempts to procure but supply inadequate). 

• This ensures that: 

o REC demand remains robust, 

o renewable generators receive stable revenue from REC sales, and 

o Buyout is used strictly as a last resort. 

c) Adequacy of the Proposed 5% Premium 

 

• The proposed 5% premium above REC price is comparatively lower (the reason is 

detailed in point (a) mentioned above, and it will discourage obligated entities from opting 

the actual renewable procurement or REC purchase. 

• A significantly higher premium is required so that monetary compliance is always more 

expensive than renewable procurement or REC purchase. 

d) Higher Premium and Graduated Penalties 

 

• The Buyout premium should be substantially higher than 5%, and may follow a graduated 

structure such as: 

a) Base premium for first-time shortfall, 

b) Higher premium for second consecutive shortfall, 

c) Significantly higher premium for recurring non-compliance. 

 

• The premium rate should increase gradually each financial year, making Buyout 

progressively more unattractive and encouraging early investment in renewable 

procurement strategies. 
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