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GROWTH POTENTIAL

PE, VC firms have put
in $890 mninthe sector

this year; experts see
extension into allied

segments, clean energy

By DEEPTI CHAUDHARY
deepti.c@livemint.com

BANGALORE

rivate equity (PE) firms

operating in India are

plugging energy as the
next sunshine industry for in-
vestors. And the number of in-
vestments made in the sector
so far this year seems to bear
them out.

In the last six months, pri-
vate equity and venture capital
firms have invested $890 mil-
lion, or Rs3,818 crore, in 14
big and small energy deals,
compared with four transac-
tions worth $123 million a year
earlier, according to local pri-
vate equity tracker Venture In-
telligence.

Reason? In a power-starved
nation that is getting more
prosperous, energy presents a
business opportunity that can
be readily scaled up. "PE play-
ers look out for scalable busi-
nesses and enormous growth
prospects. The energy sector in
India provides potential for
both, as the supply and de
mand gap is huge,” says Raja
Kumar, founder, chief execu-
tive and managing director of
UTI Ventures.

UTI Ventures has invested in
half-a-dozen energy or related
companies, including Ind-
Barath Power Infra Pvi. Lid
and Pesco Beam Environmen-
tal Solutions Pvt. Lid. Aparl

from project-specific risks, ex-
perts say energy-business rev-
enue, particularly in the
power sector, can easily be
predicted for as long as 10
years. Power requirements
aren’t prone to fundamental
shifts, they reason.

_ In the five years to March
2012, India plans to add more
than 50%, or about 78,577MW,
to its power generation capaci-
ty of 143,006MW. This, at cur-
rent eslimates, will require
some Rs10.31 trillion in invest-
ment. According to the Union
power ministry, a Rs4.51 tril-
lion state funding shortfall is
foreseen in this target.

The other big opportunity in
the sector is presented by the
electricity transmission and
distribution network. Ineffi-
ciencies in the network are es-
timated to lead to the loss of
about 40% of the power gener-
ated in the country.

Bhoruka Power Corp. Ltd, a
hydroelectric and renewable
energy company that received
Rs70 crore of funding from a
Franklin Templeton PE arm,
says private equity investors
will become more dominant in
the energy sector because its
capital demands are huge and
not many institutions offer that
kind of money.

“As the investors receive tar-
iff-based returns, their pro-
ceeds are almost assured,”
says S.N. Agarwal, Bhoruka’'s
chairman.

In the quarters ahead, ex-
perts say such deals will go be-
yond electricity generation to
transmission and distribution
or alternative segments such
as renewable sources of ener
gy, biofuels and clean technol-

PE players all powered up to
plug into energy businesses

BETTING ON ENERGY

Top PE investments in the sector from January to June.
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ogies. Some of these deals wil
be secured by small- and mid-
sized PE firms.

“Globally there is a trend to-
wards clean energy. In India
oo, that trend is finding sup-
port with government mandat-
ing that 10% of all generation
will be from clean sources.
Over the next 10 years there is
going to be a cost for using
coal as the fuel source,” says
Karthik Ranganathan, head,
investments, alternate energy
and engineering service, Bar-
ing Private Equity Partners In-
dia, which plans to channel a
significant amount of its $1 bil-
lion fund in india into the en-
ergy businesses.

2i Capital (India) Pvt. Lid,
which
companies, says power com-
panies will get more market-
oriented in future with trading
exchanges coming up exclu-
sively for energy. The country’s
first power exchange, Indian
Energy Exchange, commenced
operations late last month.

The fund says it is looking at
investment opportunities in
power equipment and suppli-

invests in mid-stage
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ers. “Investments in compa-
nies that supply to the power
sector make a lot of sense to
us. The risk is low and any sup-
plier at a given time is catering
to two-three companies,” says
Shailesh Vikram Singh, vice-
president of investments at 2i
Capital. Since 2003, the firm
has invested $200 million in
17 companies across sectors,
with 27% in energy and infra-
structure.

With access to capital, more
small and medium power gen-
eration units co-owned by in-
vestors  will emerge, says
Narendra Taneja, an energy
expert and South Asia bureau
chief of Upstream, an oil and
gas industry publication.

Small power plants with 50-
60MW capacities are already
operating in Himachal Prad-
esh and would be replicated
elsewhere. Over the next dec-
ades, 50% of India’s power will
come from private producers,
predicts Taneja, who says
companies and investors need
to look at more innovative
technologies, such as generat-
ing power from human waste.
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