N SR S X ,‘ \' ‘ ’\‘:\ g |
&'\.;, - 2 ' "si’;"u'fi 71
B ACMFN CASE STUDY SERIES

A SNAPSHOT OF THE INDIAN
CLEANTECH FINANCING ECOSYSTEM

BUILD. ACCELERATE. MAINSTREAM.

:a*‘: p R, £33 = A
o Q@ 60 ~ purux (3N REpm
Fundeby tre ADE%E’ adelphi g b siciion o Mesasomeot of sholl Bsinss. ﬁ_‘ SREEN SR LRe




ABOUT THE CASE STUDY SERIES

The Case Study Series is part of the Asian Cleantech MSME Financing Network (ACMFN)
project and was prepared by the project partner adelphi. The project is a four-year project
co-financed by the European Union that aims to build and leverage a cleantech financing
ecosystem to spark improved access to finance for Asian cleantech enterprises and enhance
sustainable consumption and production patterns in Asia.

The Case Study Series accompanies the report “A Snapshot of the Indian Cleantech Financ-
ing Ecosystem. ACMFN Flagship Report Series” and provides in-depth case studies on the
organisations interviewed for the report.
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LIST OF ORGANISATIONS

Micro-, Small-, and Medium-sized
Cleantech Enterprises

Atharva Polyplast Ltd.
Mangla Smart Energy Solutions
Ramakrishnaa Processing Mills
Shree Ashtavinayak Glass (SAG)

Syndicate Implex

Financial Institutions
TATA Cleantech
SIDBI Venture Capital Limtied (SVCL)
Blume Ventures
Nexus Venture Partners
Global Environment Fund
International Finance Corporation (IFC)

Intermediaries

Godrej & Boyce
Tiruppur Exporter’s Association (TEA)



Case Study

ATHARVA POLYPLAST LTD.
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The raw material supplier for multinational
corporations Atharva Polyplast Ltd. (part of the
Rajmudra Group) manufactures plastic spare parts
used in production of refrigeration and other
electronic appliances. Following Godrej & Boyce's
example, the GreenCo-certified enterprise has been
implementing many cleantech initiatives as part of
its Green Mission.

“Our Green Mission has strengthened our profile because we do
something [good] for the environment.”

CLEANTECH MODEL SNAPSHOT

Pays for technology Clean Technology
Buyer _ Atharva Polyplast Ltd. - > Provider
ﬁsm/ Provides guidance on cleantech applications @ RAJMUDRA Provides technology é@
. fGreen Vision Plan: Cleaner Production \ )
Certifies - Finances cleantech (through
Certified green - o . . .
green . - nergy efficient machinery, Polybag elimination, |conventional loans & equity)
. internal auditor —> (+ . i i 2 %
supplier \ / induction lights, temperature % reduced packaging,
standard l = controller, insulator, resource Milk-run-(transport-) Receives investment
consumption alarming model plus interest / equity
GreenCo-certification system, etc. return
o= a“’ Hazarduous waste reduction Local Corporate Bank
= S
\ ..... among other cleantech initiatives.j %
INVESTMENT HISTORY & REQUIREMENTS CHALLENGE
e Financing through conventional loans and e Finding time for cleantech initiatives,

/\/ equity from local corporate bank since the normal production takes up
e Require specific cleantech financing for most time
- [}

solar rooftop investment in the future to Customers environmental awareness is
achieve lower interest rate still lacking

BEST PRACTICES
Improve branding and build a

Q Foc.us on im_Proved _ @ Create environmental 1o throudh
850 operationalisation & skills awareness among suppliers strong profile through Green

training for employees Mission & GreenCo-certification




Case Study

MANGLA SMART ENERGY SOLUTIONS

Mangla Smart Energy Solutions provides domestic and
industrial solar PV systems, thermal and energy efficient
solutions in Tirupur. The cleantech enterprise also offers
energy consultancy services, cleantech training and
financing facilitation with local banks for clean production
enterprises.

“We believe the private sector can be a driving force in promoting clean
technologies.”

CLEANTECH MODEL SNAPSHOT

Energy consultancy,

Training & Promotion

» Skills development workshops
« Conferences Save resources, \

Mnﬁip- Connect clients
to local banks

Clean technology

. Domestic & Industrial Solar PV system
. Solar Street Lights

Solar Pumps

Solar Water Heater & Boiler

environmental benefits

Society Customer Local Banks
9! R g
Potential customer Cleantech financing
INVESTMENT HISTORY & REQUIREMENTS CHALLENGE

payment & share profits generated Lack of knowledge about technology
e Selffinancing of investments through among SMEs

revolving capital by the group (reinvestment e End consumers lack trust in technology
in one of their own companies in the group)

e Use of High Net worth Individual e SMEs who consider implementing green
!/\/’ Arrangements: Invest in projects against a technologies lack financial strength
[ )

BEST PRACTICES

Provide training alongside Address SME's financing

Promote development
J E problems by facilitating

of clean technologies

2208 technology to increase skills and
knowledge about cleantech deals with local banks




Case Study

. RAMAKRISHNAA PROCESSING MILLS

implemented to optimise energy use in the mills.

Ramakrishnaa Processing Mills is one of the leading textile
processing company with several hundred garment
processing units in the Tirupur area. Several small cleantech
interventions on the thermal and electrical side have been

“There are a lot of opportunities to optimise processing in the factory and
based on the current state there is a lot of room for improvement.”

CLEANTECH MODEL SNAPSHOT paplortechinnlugy  Clean Tacknology
. _ g Provider
Show companies how . (\ Q\\ g T—————— Provide technology {g
to optimise processes l Cut energy costs A :

/ Companies apply cleantech \

@ and optimise their processes
Ead

Qamkrishnaa Mills j

Finance cleantech

@ Receive l
investment
r plus interest SIDBI

&

INVESTMENT HISTORY & REQUIREMENTS CHALLENGE

!/\}' e Financing through SIDBI SMILE scheme .

» Motor replacement and water treatment
initiatives planned o
e Solar rooftop inputs planned to be
implemented in less than six months
(100-200 KW in initial stage)

BEST PRACTICES

aq

Large exposure: Work directly with Foc

hundreds of companies that implement m
cleantech

Lack of a knowledge exchange
platform

Knowledge transfer within the mills:
Companies do not consecutively
implement optimisation processes.

us on cost-effectiveness by realising
less cost-intensive cleantech

opportunities before larger investments
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// SHREE ASHTAVINAYAK GLASS (SAG)

s AG The GreenCo-certified glass processer SAG - a joint venture
seeure omee  DEtWeen the Royal Glass House and the Marigold Group of h
Industries - has taken numerous optimisation initiatives using
cleantech to save resources and cut costs, with demonstrated

impact on their savings.

Source: SAG (https://lwww.saglass.in/)

Our goal is to inspire businesses to protect the environment.”

CLEANTECH MODEL SNAPSHOT

Vi

; Pays for technology Clean Technology
Buyer - SAG < > Provider
W Provides guidance on cleantech applications Secure Glaze Provides technology {@
. ﬂ:leaner Glass Processing - \
Certifies ; ; N a Finances cleantech
green 3 Reg|or.1al sourcing &' (7 machinery, energy-cycle | «
supplier er-Arigndly paskaging ~  optimisation, etc. Receives investment l
standard lus equity return
Qﬁ Water Management System £ i
GreenCo-certification o Local Bank
Solar PV, Biogas plant
@E &lz\ Waste reduction & recycling BT E=p %
- \_ J
INVESTMENT HISTORY & REQUIREMENTS CHALLENGE
e Total investment of over USS 65,000 in e No knowledge exchange platform to

get information on how technology
works, how it is implemented, etc.

/\/' cleantech measures; with an annual
Il turnover of USS 12 million

o Cleantech financing through local bank

BEST PRACTICES
Stimulate cleantech

adoption rates by
promoting cleantech
among other businesses

Include staff & management in Apply cleantech across
cleantech measure identification many sectors

2a




Case Study

S smoeare veex SYNDICATE IMPEX

Syndicate is a manufacturer & exporter for apparel and
knitted ready-made garment serving domestic and
international markets. The enterprise is the first
GreenCo-certified  garment manufacturer and
implemented many resource-saving initiatives. More
recently, Syndicate created their own sustainability
brand Ecohike.

7* Edition
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‘We wanted to get branded as a sustainability company, so we created the brand
ECOHIKE.”

CLEANTECH MODEL SNAPSHOT S
Pays for technology "
Buyer Provider
ﬁyy Provides guidance on cleantech applications e SYNDIEATE L Provides technology {g
—

Certifies ﬂustainability Policy: Cleaner Garment Production \

green

supplier %  Cotton bag use instead of polybags, + ; tf:?\;gf:::;f:}:tnrti;ution system I d R f

" . . ncrease aise awareness for
standard ¥¥¥ hjodegradable loop thread gI «  Compressed air leak fixing awareness| | sustainability
* Sewing machine upgrades
GreenCo-certification Qe Rainwater harvesting *  VFD installation for compressor
o= == *  Drinking water pump replacement
= Recycling of waste & textiles, CAD software use Workers,
2O for fabric consumption reduction, quality ) Work with 9"'V certified Society
combed yarn use reducing the processing loss - green suppliers / ihid
INVESTMENT HISTORY & REQUIREMENTS CHALLENGE
e GreenCo-investments about USS$ 3,000 (Rs 2 o Currently, the value of sustainability
! /\/'" |] lakhs) initiatives is not valued yet.
AULUL o |nstallation of Solar PV, water level « Changing the mindset of people (society,
controller & capacity storage pump for workers, etc.) and educating them

rainwater collection planned in the future

BEST PRACTICES Contribute to environmental Carry out awareness

888 Work with only Global Recycle @ protection through E raising & trainings on
Standard certified suppliers environmental project support environmental issues
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TATA CLEANTECH TATA CLEANTECH

Tata Cleantech is a private sector green investment bank and a
joint venture between Tata Capital and the International
Finance Corporétlon (IFC). Tata Cleantech does business in o oy, A
over 100 countries around the world to leverage renewable e S, f
energy and other cleantech investments.

“We invest in cleantech because it is the right thing to do. In that way,
Tata has a unique relationship with India’s national goals.”

CLEANTECH FINANCING MODEL SNAPSHOT

Financing Instruments:
Loans, balance sheet lending, structured finance,
partial guarantee (45-50%; for smaller enterprises)

Cleantech SMEs

Currently small part of portfolio

&

TATA CLEANTECH

>
==

* Joint venture of IFC and Tata Capital RepRyAent, interest payrment

* Focus on large renewable energy
and other cleantech investments

DISBURSEMENT CHALLENGE

e Tata has financed almost 50% of the total e Long-term feasibility of businesses and

renewable energy in India including 20GW
of solar (almost 25% of total solar
production in India)

e Focus is rather large-scale, only 1-2%
invested into cleantech SMEs

BEST PRACTICES

©

Save over 8.4 million tonnes of CO2

e emissions annually

projects, which guarantees financing
Lack of accountability of unorganised
project developers

Lack of resources to focus on creating a
sustainable model that is necessary for
fundina

Demonstrate private sector efforts to realise

cleantech returns
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w sidbi  SIDBI VENTURE CAPITAL

VENTURE

SIDBI Venture Capital Limited (SVCL) is a wholly owned
subsidiary of the Small Industries Development Bank of
India (SIDBI), the most important governmental financial
institution for the Indian SME sector. SVCL has managed
funds focussed on topics including early stage technology
businesses, manufacturing SMEs, agri-businesses and
financial inclusion companies. The common string in all investments has been
innovation-based business models & robust, scalable businesses.

“There are a lot of opportunities out there that could be scaled globally”

CLEANTECH FINANCING MODEL SNAPSHOT

‘ Financing Instruments: ‘

Private Equity, VC

\.V/ Siclbi Cleantech SMEs
VENTURE Dividends {g
* SIDBI‘s venture capital arm

* Manage different funds across themes
and sectors
* Energy efficiency is a focus area

DISBURSEMENT CHALLENGE

e Focus on promoting the SME sector in e Remote locations of SMEs, e.g. lack of
India access to electricity grid
e Minimum Loan Size: Rs. 25 lakhs Technical issues in  guaranteeing

/\/ e Interest rate: from 6.36% technology maintenance over time
¢ Repayment: Up to 120 months Deficiencies in the technology delivery
BEST PRACTICES

impact scalability & structured cash flow
m Provide cross-sectoral and broad- Facilitate soft loans {@ Contribute to

of enterprises
based ﬁnancing for SMEs at each . to meet SMEs increasing cleantech

investment stage investment needs application rates



Case Study

BLUME BLUME VENTURES

VENTURES ]
Blume Ventures is a tech-focused early stage

venture capital that bridges the gap between local
angel networks and larger global venture capital
firms. The Micro VC provides broad-based category
investments and finances cleantech as part of its
general portfolio of technology-focused solutions
that create impact in different areas.

“Although we are no impact investors, adding benefit to how we live life
through meaningful investment is important!”

CLEANTECH FINANCING MODEL SNAPSHOT

E %Ugrzs(t)fr:?lﬁon Investment Instruments: Equity V

(through preferential shares) and private

BLUME Secoﬁd fund financiers (tend to be more flexible) Cleantech SMEs
USS 60 million

\/ENTURES : Technology focused early-
Third fund Equity shares, dividends stage enterprises
USS 40 million
* Institutional investor : {g
Lo Cleantech part of general portfolio_;‘
DISBURSEMENT CHALLENGE
e Focus on empowering tech-focused e Attracting investors for cleantech and
startups renewable energy investments.

/\/ e 130+ Startups backed e Solving issues of cleantech SMEs takes
e Cleantech investments still a niche market more time and makes financing more

in the portfolio (currently 15% of funds) difficult.

BEST PRACTICES
Tap into innovative

stage financing

E Consider impact in their \\S\ Facilitate early- C%) approaches by promoting

investment decisions tech-focused SMEs
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N€xUS NEXUS VENTURE PARTNERS

VENTURE PARTNERS

Nexus Venture Partners is a venture capital firm
specialised in seed, start-up, growth capital, and
early-stage investments. Nexus Venture Partners
with exceptional entrepreneurs in the US and
India who develop solutions which can be scaled
globally.

“We invested in several cleantech projects because we saw great and
strong entrepreneurial investment opportunities”

CLEANTECH FINANCING MODEL SNAPSHOT

4 4

Invest venture capital of %

USS 500 to 10 milli SME
NEIUS US$ 1.5 billion i i Cleantech SMEs
VENTURE PARTNERS across funds Seed, startup, growth capital,
Equity and early-stage SMEs with

* Partners in India and Silicon Valley

global scalability potential
Focus on high growth potential

Advi
F@w Strategic guidance, team-building, etc. I ig
DISBURSEMENT CHALLENGE
e Strong focus on companies which can e Brain drain in entrepreneurship in India
compete globally;, no  specific Low scaling potential of companies in

cleantech or SME focus

Investment of USS 500K to 10 million
per customer in early-growth stage

4 big cleantech investments funded so
far

BEST PRACTICES

%)

Demonstrate the ability to build world-class
cleantech products from one company

government-controlled spaces (due to
subsidy provision, etc.)

Cleantech companies' low ability to
scale limits investors willingness to
fund them

Provide large investment sums, once there is a
potential to compete in the global market
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4 .. GLOBAL ENVIRONMENT FUND (GEF)

resource
throughout the world, including India. Its focus lies on |
high-growth businesses with a proven business model.

efficiency and

‘GEF's philosophy is to invest into

environmental

GEF is a global alternative asset manager committed to
delivering superior financial returns alongside positive

footprint

fundamentally financially viable businesses with Environmental and
Social Governance standards or a renewable energy focus”

CLEANTECH FINANCING MODEL SNAPSHOT

include pension funds,
foundations, prominent ~ :

Investors

-

endowments, etc.

First fund

USS$ 10-15 million i

50% with second fund

GLOBAL
ENVIRONMENT
FUND

* Resource and energy efficiency projects
* Cleantech financing to be scaled up by 25-

Instruments:
Private Equity, VC

4

Cleantech SMEs

Second fund
USS$ 20 million

| Fund Manag

|

GEF Capital Advisors

i GEF Capital Partners

DISBURSEMENT

Strong focus on cleantech companies
which have global exposure; no specific
SME focus

In total, USS 10-15 million were invested
through the first fund

All investments are cleantech-related

BEST PRACTICES

©

R

Enable high environmental impact
through cleantech investments

CHALLENGE

Dividends

&

* Need to be high growth companies
with large scaling potential
* Need to have proven cashflow

Pessimism about the financial viability of
cleantech business models among
general investors

Changing governmental regulations

Demonstrate joint efforts of international
institutions, civil society organizations and the

private sector




Case Study

@|FC INTERNATIONAL FINANCE CORPORATION (IFC)

IFC is an international financial institution that offers
investment, advisory, and asset-management services to
encourage private-sector development in less developed
countries. In India, IFC works with the private sector to
encourage entrepreneurship and the development of
sustainable businesses by expanding access to finance for
SMEs.

“As an international development financial institution, one of our
mandates is to fund the low carbon transition in India.”

CLEANTECH FINANCING MODEL SNAPSHOT

Instruments:

Equity finance or variants (such as
Compulsorily Convertible V .
Debentures) % Oxllening %

Local Intermediary

Dividends (e.g. SIDBI or other Repayment Cleantech SMEs
private sector banks)

G
* Shareholders are member {@

governments providing paid-in capital
* SDG-related investments
* Cleantech is a focus area

Services:
Technical Advisory Training on cleantech-related topics

DISBURSEMENT CHALLENGE
¢ Invested in nearly 400 companies in India e Currently, IFC has no specific cleantech
/\/ e Provide USS 3-20 million of funding per q target which allow to focus on promoting
niil customer cleantech

e Focus on second-stage VC investment

BEST PRACTICES Work with local financial

Facilitate finance to directly E Boost cleantech financing @ institutions to leverage

LA promote the low carbon through JV with Tata Capltal cleantech SME financing
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72% . GODREJ & BOYCE
Godrej & Boyce is an Indian manufacturing company

with the commitment to green their entire supply |
chain. By working with only GreenCo-certified
suppliers, their ultimate objective is to strengthen the
Indian SME sector while reducing their carbon
footprint.

“Our philosophy is to focus on the weaker ones, those that don't have the
exposure like the big companies”

INTERMEDIARY MODEL
R RN R e T s S eSS RR I s ag e !
| GODREJ & BOYCE 1,/ RN,  suppLERs | | CLEANTECH SMEs |
1 I . | ' |
| » 250+ suppliers i ‘\ITT_T%’ | E |+ 80+SMEs E
| = Offer capacity . : b 2T I regelyed capacity
! building W R | Cle?{ ) building |
: programme for :‘—‘\ A(:\./*i'sory ’,'—" .Conven— \Capaaci(tai(;s/ : « 130+ SMES follow :
| GreenCo- ! \\:/ | tional SMEs l Vo of | S;Jstzlnzblllty |
: certification P o e 4 : | standards :
L 50% of supply L_( ?@ 5.2 : ! |
1 chainis already : \Mentoring'o | | H :
: green : L I | : : :
e e e e | e
FINANCIAL HISTORY CHALLENGE
e Have a total revenue of over SUS 4.1 e Suppliers lack  mindset for

/\/' billion
nilllll » 80+ suppliers have successfully

invested in GreenCo-certification to
green their business practices

sustainability issues and greening
their business practices.

BEST PRACTICES .
Raising awareness for the Creating demand for

benefits of cleantech among cleantech products and
suppliers and consumers applications

ggg Building a community of

dreen suppliers
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TIRUPPUR EXPORTER'S ASSOCIATION

Tiruppur Exporter’s Association (TEA) coordinates the
ACMFN Cleantech Cluster in Tiruppur. The association
exclusively for knitwear exporters is actively involved in
platform building, providing stakeholder facilitation and
capacity building as well as networking opportunities.

“We want to introduce voluntary sustainability
commitments for SMESs across all sectors!”

INTERMEDIARY MODEL

e ! /’f@'.“\ ey TR N it '

' TEA G s '.__,: COMMUNITY | /' % \‘ | CLEANTECH SMEs |

! i ] ]

: | e r, oree ST+ Improved market |

| + 1100+ members |  =7s. | i “so_-7 | potential i

i+ 1000+ members L_{ P Ll . ',".: o W Many meetings !

1 SMEs : \ provision ! ! "'_( Business &"_4 facilitated to raise :

{ * Cleantech cluster b P i 8 '\ Garaetioss | government '

E coordination in | ',':r-:\ i ! o 5 scheme financing 1

i \ -

: TIrUppur :4—'\ Network ;—N.$: ',’*;E# \\‘ : :

: : \Elilldlig/l : :‘_( Infra- l'_': :

1 : '—1'\\ : : ‘\ structure' ’ : :

] 4 \ Saa-

] LY v oy 1 ! 1 1
1 eal 1 [}

R ‘H\facilitation 1’_" S s e 4

\\s-",
FINANCIAL HISTORY CHALLENGE
e Members have generated over USS e Older generations are still resistant

/\}' 3.6 billion (Rs 25,000 crores) in to applying modern technologies.
exports q

e Exporter's have a total turnover of
USS 72,650 (Rs 50 lakhs) spread
across 5-6 industries

BEST PRACTICES

Building a cross-sectoral @ Raising awareness for Facilitating cleantech
cleantech among SMEs financing for SMEs

cleantech community
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