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“REC looks forward to financing the entire renewable value chain”

Vivek Kumar Dewangan,
Chairman and Managing

Director, REC

“REC is poised
to expand ils
loan book under
the renewable
energy portfolio to

Rs 2,400 billion-
Rs 3.000 billion
by 2030.”
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Formed in 1969, REC Limited's role has transtormed significantly from a provider of agricullural pump sets for
optimised irvigation to a provider of firancial assisiance 1o the power seclor across the generation, fransmis-
sion and disiribution segments. Within the peneration sector, its focus on the renewable energy space has been
incraasing. In an inlerview with Renewatie Wilch, Vivek Kumar Dewangan, chaimmian and managing direclor,
REC, shares his views on the investment scenario in the Indian renewable energy space, REC's exposure to the

sector and its fulure plans. Edited excerpts. ..

How has investment in the renewable energy space
evolved over the past few years?

In Ene with the prme minister's announcement
al COP26, 179.32 GW of non-Tossd fuel capacity
has been inslalled in the couniry as of April 30,
2023 This includes 12569 GW of renewables,
45.85 GW of large hydro and 6.78 GW of nuclear
pawer capacity The renewable energy share
stands al 41.4 per cent of the 1otal installed gen-
eration capacity. which is 416,59 GW as of Apnl
30, 2023 Currently, india ranks fourth, globally,
In installed capacity of renewables (including
large hydro), as well as wind power capacity
and solar power capacity.

I terms of investment. India has attracted sub-
siantial funds Into the renawable enargy secto.
Investment in renewables touched a record
%14 5 bilfion in financial year 2021-22, an incre-
ase of 125 per cont over financial year 2020-21
and 72 per cent more than the pre-pandemic
financial year 2018-20. This represants a sub-
stantial increase from pevious years, and de-
manstrates the growing confidence of invasio-
s in India’s renewable energy markel. The in-
vestments have come lrom both domestic and
International sources, inclucing private equaty
firms, venture capital lunds and mutinational
O porations.

Toachieve India's ambiticus target of 500 GW of
renewables by 2030, e counlry needs to add
25 GW of renewabie capacity annually for the
next sight years. This will require an investmant
of around Rs 1,260 bilken, or $15-16 bdilon, on

an annual basis,

Saveral faciors have coniribuled 1o the increa-
sedinvestment in indiz's renewable enegy sac-
tor These includs, primarily, lBveurable policy
inferventions, inliatives (o drive clean energy,
ard incentrves such as tax benefils, subsdies
and low-cost financing options. The governma-
nt's target of achisang 500 GW of renevable
anargy ‘capacity by 2030 has also played & sig-
nificant mole in attracting smwestment

Technological advancements and cost reduc-
tions have further propeliad investment in India's
renenable space, The lalling prces ol solar pa-
nets, wind turbines and energy storage systems
have made such projects mone econonmically via-
ble. This has attractod a divarse ranga of investo-
rs, who ses the sector as a financially attractve
opportunity. Furthermaore, the Indian govemnment
hes actvely encouraged foreign invesiment in ihe
sactor. 11 has implemented measures such as
100 par cent foraign direct investmiant (FDI) in re-
newable energy genaration, and allowed FIDN in
the fiorm of debt irstiuments such as bonds. The-
s& steps have facidated greater particpation of
lotesgn inveslors in India’s clean enangy markel
The country's proactive policies, technological
advancamants and cos! reductions have atfract-
ed substantial funds from dormestic and intemat-
onal investors, The FOI in India’s renewabla anar-
gy sector stood al 52 5 bilion in financial year
2022-23, a 56 per cenl increase yaar on year

What are the most popular sources of flinancing in
India in the renewabie energy space?

In India's renewabée energy space, Ihe

sowcas of fmancing that have been com-

manly utilised by project developers and

Inverstors include;

= Commercial banks: They prowde proj-
el lpans. working capital loans and
debt financing oplions to dowelopars
Trese loans offen come with iavourabie
inarest rales, longer tenures and le-

s& inatitutions specialise in providing ioa-
ns and financal services 1o vanous sec-
fors, including renewable enargy. They
offer projec! financing, refinancing, brid-
ge loans, construclion financing, equip-
ment financing, project-specific tunding
laciiities, |etters of comfort/undenaking,
atc., to suppor the development and im-
prementation of clean enengy progcls

» IMemational financial nstituions (IF1s).
IFis such as the World Bank, Asian De-
veloprmant Bank, KW, JICA and the In-
femational Finance Corporation have
basn actvely rvolved in praviding finan-
clad suppod in the form of safl koans,
grants and technical assistance, 1o pro-
mate clean energy development and ad-
ckess chmate change concems as well
as capaaity building
Private equity and ventura capital funds:
Thipse entities ivest in renewable enar-
gy companies #nd propcis, providing
capltal for thelr devalopment and ex-
pansion. They often brng expertise and
industry knowledge alopg with thelr
financial imwesimens

Infrastructure debt funds (IDFs): IDFs

are specialised funds thal provide long-

term debl lnancing for infrastructune
projects. including renawable anengy.

They alfer project Ioans, refinancing op-

tions and structured dell prochucts 1o

suppoet the financing needs of clean

anargy projects.

» Green bonds: They have gained pop-
ularity as a source of financing for ra-
nawable energy projecls in India
Theae bonds are spacifically (ssued 1o
fund envircnmentally frendly projecis,
and atiracl inveslors who priontise
sustainabiliny

It b worth noling thal these sources ol fin-
anaing often complement each other, and
a combinaton of mutliple lunding options
15 often utiised 1o mest the financiad reg-
uirements of renewable projacts in Indla

What is REC's level of exposure in renewable

energy financing? What are REC's existing
and uptoming schemes in this space?

REC's loan book in the renewable space
has grown from Rs 75.06 billlon, or 3 per
cant of a8 1otal Inan book of Rs 2,380 billon
in financial year 2017-18, 1o Rs 200.73 bil-
lion, which 15 7 per cent of &5 tolal lean
book of 4,350 bilon in inarncial year 2022-
23. REC aims to increase its renewable
portfoso to As 3,000 billon by 2030, REC
looks forward 10 financing tha entirg renaw-
able vaiue chain

Aggressive effords in this direction will
reduce the cost as well as the demand for
fossil fuets 1o creata a sustainable and th-
riing planet for fulura generations

What is the company planning in rural electri-
fication financing, especially with regard fo
renewabiles?

REC has played a pivolal rale in achiev-
ing the Gowvernment of India’s targe! of
eleciritying unedectnfied villages and uni-
varsal household electrification, as a
nodal agency for the Deen Dayal Upadh-
yaya Gram Jyotl Yojana and the Pradhan
Mantri Sahaj Bijll Har Ghar Yojana-Sau-
bhagya schema

REC = also prowiding counterpan tunding
to the various rural edectnification schemes
being implemented by state powar utill-
ties, and actvely supporting the eflors of
the Governprent of India to provide elec-
tricity in every comer of country.

Under these schemeas, off-grid connecivity
through renewable-based enesgy sources,
miastly solarn were provided in placas whe-
re grd conneciivity is not ieasible or cost-
efiective. REC has sanclioned projects
under Pi-KLISLIM for the soiansation of

agricultural purmp sets in rural areas

Whal are some ol the emerging opportunities
that you and the organisation are keen on from
a financing perspective?

Apart from conventional renewabile proj-
ecis such as solar and wind, REC has
vanturad into firancing of hybrid projects.
pumped storage projects, enedgy siorage
projects, e-vehicle projects. manulactur-
ing of solar modules. C&! projecis, etc

REC has sanctioned financial assistance
to hybrid projacts and is keen on financ-
ing more such progects. In addition, REC
has sanctioned pumped storage projects
and shall focus on capluing them, Inter-
slale ransmission projects for procuring
power from green enedgly comdors sup-
plemening enargy rarsition would be
anpiher focus Moreover, REC has been
one of the first movers n prowviding fnan-
clal agslsiance o e-bus projects.

With the miroduction of basic cusfomns
duty foe impon of solar cells'modules, do-
rmestic manufactunng of solar celis/mod-
ules is expactad to experience a quantum
jump. This scenario presents a huge op-
portunity lor REC to explore financing op-
portunities in the sofar module manufac-
furing sector. REC s aeady providing fin-
ancial assistance o GW-scale manufac-
tunng projects. REC is aggressvely ax-
ploring the financing ol sunnse sectors
BUCH B8 green hydrogen, graen ammonia,
ATC power projects invohing the bun-
dling of renewable projects with thermal
power, and other oppordunilies such as
ethanol manufactunng projecis

Whal are ihe company’s long-term plans in
the renewable energy investment space?

REC s aiming for a Rs 10,000 bition loan
ook by 2030 with &n mphasks on renew-
able erergy, which is expecied lo con-
fribute 25-30 per cent of I REC & poised
o expand its loan book under the rengw-
abla ersargy portlolio to Res 2,400 billion-
RAs 3.000 bilkon by 2030. =
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