INDUSTRY OPINION

INNOVATIVE FINANCING MODELS

Financing India's Renewable Energy Revolution

Inclia is on & pruatsl ourmey to gigaificantly expand its renewsble
energy capecity, with ambitious fargets set for 2030 and = vision for
net-zero emissions by 2070, Achieving these goals requires not only
8 messve scéle-up In renéweble energy cspecity but also 8
corresponding surge in financial mvesirments. IRENA and other
global bodws have highlighted the wngent need for increased
investreents in renewable enegy to meet dimate gosks, making
financing & central chellenge for India snd other nations.

Global imvestrment in renewalbls anergy has seen significant growthy
resching & record 306 tritlion In 2022 While this figure marks &
substantial incregse it il falls shor of what is reguired to align
with the 1.5°C climate target se2 by IREMA In fact, the cument
invesirnent [evels epresent |=2a than ons-third of the annual
invesiment necessary o keep globsl wemming within sefe limits. In
2023, the fotsl investment in energy ransition technologies, which
encompasses reanewable anergy end enengy efficiency. sporoachead
52 tnibon. This surge underscores the growang recognition of the
need for urgent sction to combat climate change. However, ta truly
meke & difference, annusl imeestments need to gueduple This
meens thet the world nesds to mobilize approximstely 54-5 trillion
snnwally to effectively transition 10 8 low-carbon economy and mest
the climate tergeds set by internationsl agresements.

Debt financng plays & crifical role in the global enengy sector,
constituting 48% of global energy investments. This is particuiarly
true for projects with predictable revenue streams, swch &8 solsr
and wind energy, which heve become incressingly sttrective 1o
invesiors due o their stable retumns. Public finence remsins &
comarstong of enengy investments. sccounting for 37% of the total
This is prirmerity driven by state-owned enterprises in emerging
economies  where public funds are ofien used to denisk
inwestrients and attract private capital.

India’s renewsble energy goels sre emong the most ambitious in
the world. By 2030, the country aims to add 500 GW of renewsbls
|nergy cepscity. & target that requires en estimated $500 billion in
investrienis. This financial requiremernt is spread across vanous
sectars within renswabls ENergy. irn:.udirg Ialge-suzir: soolar and
wind projects, glad infrastruct s, siorage salutions,  and
decentrzlized energy systerns. To echieve s 2030 gosls, Indie
needs 10 mobilize spproximately $30-40 billion ennuselly. However,
the challenge does not end there. Maintaining progress towards
net-zero emissions by 2070 will require continuous imestments
estimated at around $10-15 billion per year after 2030

Histarically, indig's remewable energy sector has been primarily
finenced throwph public sector benks and finsncisl institutions.
Entities like the Power Finence Corporstion (PRCY amd Rursi
Elactrification Corporstion (REG) heve provided long-tenm, low-
interest loans thet have been instrurnental in financing lange-scele
projects, However, 85 the sector expands and the demand for
capital grows, thens is an urgent need to diversify the financing mix
Muliilsteral development benks, such as the World Bank and the
Azien Developmen! Benk [ADB)L heve played & significant role in
providing loans grents, end technicel support for renewsble
energy projects in india. These institutions can further contribute an
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estimated $5-10 bilbon per year o suppord the coentry’s energy
transition. Additionally, lange Indien corporations such es Tats, Adsni, and
Belisnce have besn at the forefront of investing in reneweble ensigy
drivert by both regulstory requirements and strategic considerstons
These companies are expected to contnbute around $10-20 billion
annuatly to expand their renewsbile energy portolios

To stract the necessary investments, Indis must adopt innovative
finencing models thet heve been successiul globelly. Issuing gresn bonds
Is one of the most effecthve weys 1o relse funds from investors who are
interestad in susteinable investrmants. Countries like Poland end France
b successfully isfued Sovereign green bonds to support their
emirormental initietives. Indie ean follow suit snd aim to source around
$5-10 billion per year thiough gresn bond issusnces. These bonds can be
weed o finance & wide range of projects, Including renewsble ensrgy,
energy efficiency, snd climste sdepiation. Public-priivate pernerships
{PPPs| also offer & viable solution by combining the strengths of the
public and priate sectors to finance lerge-scale renewable enengy
projecis. Public-private parinerships have proven effective in delnenng
lerge infrastructure projects by offering government guarantees and risk
mitigation strategies thet stiract privete investors. The United Kingdom's
Private Fnanca Initisthve (PRI end Austrelia’s PPP framework are prime
examplas of how these partnerships can work In practica. Inindia. PPPs
can play a crucisl role infinancing the development of grid infrestructure,
starsge solutions. and large-scole solar and wind fanms

Another innovative fingncing model is Renewable Energy limestment
Trusts (ReniTs), which provide s steedy income stream and sre raded on
stock exchanges, meking them sccessible 1o & broad range of investos
n the United Stetes Aeal Estate investment Trusts (REIME have shown
sgnificant promise for infmesinecture  projects. By cresting 8 simitar
structure for renewable énergy. Indie can attrect substantial private
capital and democratize imesiment in this critical sector. These can be
particularly useful for financing smaller, dece lized renswable energy
projects, which often struggle to attrect wraditional sources of funding.
Additonally. blended finance, which combines concessionsl funding
from international developmart banks with commercisl finence, can
liwer the overall cost of renewsble energy projects snd atirect privete
irmestments. The Globel infrastructure Facility (GIF] and the GCF hawe
suctessfully used blended finance to bricge the funding gep for leage-
scsle projects in developing countries. in Indis, blended finence can be
wveed to support highsisk projects, such a5 those imolving new
tachnologies or those located in less developed regilons.

Decentralized financing is also crucsal for expanding energy sccess in
rurel and remole srees. Financing for decentrelized renewsble energy
systems. such as rooftop solar panels and mini grids, is vital for achieving
energy eccess gosls. Innovetive methode like microfinance and pey-ss-
you-go modeds hawe been succasshully implemanted In countries lke
Kenys and Bangladesh. These modsls silow households and small
businesses (o invest in renewdble energy solutions without upfront costs,
raking clean energy accessible o o brosder populstion. In india
decsntralized |i'-1&r||:iﬁg can play & ey role in =Le<.-:ri|-.-ing mgims warth o
socess o traditionsl energy sources.

netitutionsl imestors. including savereign weslth funds end pension
funds. represent substantial sources of long-tenm capital thet can be
tapped into for renewable energy imestmearnts. These funds are typicelby
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looking for siable, long-term returns, which mekes renewable
energy projects an atiractive investrnent opporiunity. By offering
stable end attrective retums, Indie csn encourage these funds to
imest in its renewable energy projects. Nonwey's Gavernment
Pension Fund Global (NGPFG! and the Censds Persion Plan
Irvestment Board (CPPIBN hawe meade :ign'd;mr:-! investments in
remewable energy globslly. Atecting these investors will reguire
Indig to creste & steble and predictable reguletory environment, s
well gz 1o devalop financial instrumeants thet meet the needs of
Institutionsl investors.

Public finance mmaing & crucial element in the globel energy
transition, particulerly in emerging economies like india Stete-
owned enterprises (SOEe) and public finencial institutions heve
historically pleyed = key robe in finencing infrestructure projects,
incdluding those in the energy sector. In Indie. public finance is
expected to continue playing a significent mole. especially in de-
risking investments and attrecting privete capital institutions like
the Power Finence Corporastion [PFCl, Rural Elecirification
Corporation [REC), 8nd the Indian Aenewable Energy Development
Apgency (IREDA] are expected 10 continue providing significant
furding for renawable anengy projects. These instifutions can halp
anchar financing for lerge-scale projects, praviding the necessany
lecpuardity #nd miske mtigéatian io attrect privete investons

Internationzl suppart is also croucial for Indie’s low-cerbon transition,
the Woeld Ssnk has approved 31.5 billion to bolster India’s efforts.
This funding ic aimed at scaling up renswsble energy snd
devaloping green hydrogen whech |s seen as 8 key tachnology for
decarbonizing sectors that are difficult to electrify. Moresover, the
indien gowernment has scknowledged the need for substentisl
adaptetion finance, emnn‘ating thet around 101 tilkon will be
required for climate action by 2070 This includes imestrments in
renewsble energy, climate resilience, and infrastructue thet can
withstand the impacts of climete chenge.

To meet its renewabie enérgy tangess by 2030 and achieve net-zero
emissgions by 2070, Indis nesds about 3500 billion in imeestments,
The armuzl investrment requirerment is estirmeted 1o be 530-40 billion
from 2024 to 2030 1o edd 500 GW of renewsble energy capacity.
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After 2030, continuous investments of $10-15 billion per yeer will be
necessary to fmeiniain progress towerds net-zero emissions. The
financing of these projects can be anchored by Indian bandks and non-
banking finsncial compenies [NBFCsl contributing eround $10-15
billian per yess Addifionalty |lenge corpomtions end  foneign
irvestments. supplermented by green bonds, cen reise an additional 35-
10 billion annually. The funds raised through these varous sources will
be chennsled into different eress of the renewsble ensrgy sector,
Including |erge-scale solsr and wind projects, mini-grids, rooftop sodar,
off-gnd solutians, gnd infrestructure, storsge solutions, and reseanch
snd developrent

Indig's renewable ensrgy goals are ambitious but achievable through
diversified  finencing  including green  bonds,  public-privete
parinerships. snd reneweble ensrgy Invesiment trusts. Attrecting
institutional  investors end  leveraging public finence ard  key.
internationsl support (ke the $1.5 billion from the World Bank. is
crucial. By sdopting innowetive spprosches. such as renewsble enengy
suctions, iz can mest ity EurHe'is and drive sustainsble grmdh
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