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Formulate and target new PLI schemes toward coal
dependent states

India’s coal dependent states namely Chhattisgarh, Jharkhand, Odisha, West Bengal
and Madhya Pradesh rely heavily on the levies (e.g. Coal Cess, Royalties, GST and
other duties) imposed on the delivered price of coal to buyers. The coal mining and
transportation industry in these states together support lakhs of formal employees,
contractual jobs, unorganized small scale subsistence coal miners and others directly
and indirectly reliant on coal mining for their livelihoods.

Coal fired power generation was already under intense pressure from overcapacity,
low electricity demand growth, and increasingly competitive renewables before the
incidence of COVID, which further exposed the coal value chain’s vulnerabilities to
economic uncertainty. The increased uncertainty could cause severe social and
economic problems in these coal dependent states with limited progress in economic
diversification and millions of people depending on coal mining directly or indirectly
for their livelihoods.

To mitigate these uncertainties, a just transition away from coal dependence across
India’s coal belt is both prudent and necessary. Policy interventions such as PLI
schemes that are promoting self-reliance for emerging clean energy technology
alternatives to coal must focus on strengthening economic resilience of coal
dependent states from the diminishing returns in the coal value chain. The need for
expanding access to alternative, sustainable livelihoods in these states cannot be
overstated.

The government could explore new PLI schemes dedicated for coal dependent states
for producing polysilicon wafer/ingots, which is a critical raw material for high
efficiency products in the solar PV value chain. In addition, PLI schemes could also
focus on mining and chemical refining of mineral ores such as lithium, cobalt, nickel

and rare earth elements all of which are critical for supporting India's self reliant clean

energy transition. The Indian Minerals Yearbook for 2019 published by the Bureau of
Mines indicates reserves of nickel, cobalt and molybdenum (rare earth metal) in
Jharkhand, Odisha and Madhya Pradesh.
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The PLI schemes targeted for coal dependent states will provide much needed
investments from public sector undertakings and the private sectors for diversifying
the economies away from coal. This will also boost restructuring employment,
providing alternate livelihoods, workforce re-skilling etc.

Stimulus action

PLI schemes dedicated for coal dependent states for the following:
» Production of polysilicon wafers/ingots
» Mining of nickel, cobalt and rare earths

» Chemical refining of above raw mineral ores to produce industry grade metals
and alloys
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Electric Vehicle (EV) charging infrastructure

Introduction

Undoubtedly, India's electric mobility ambitions should prioritize charging infrastructure
for accelerated transition. Adequate and accessible EV charging infrastructureis a
necessary precondition for the mass adoption of EVs. This transition is governed by both
central and state policies in India. Currently, 12 states have EV policies (drafted and
approved) while the Faster Adoption and Manufacturing of Electric Vehicles in India (FAME
II) scheme operates at the central level. The government has allotted INR 1,000 crore
(~USS 135 million) for charging infrastructure under the FAME Il policy. Charging stations
are to be set up in phases, with the first phase focussing on megacities and national
highways and corridors. The subsequent phases will focus on million-plus cities, state
capitals, union territories (UTs), and smart cities. The EV charging infra density targets laid
out are as follows:

» At least one public charging station in every 3x3 km grid
» One charging station every 25 km on both sides of highways and roads

» One fast charger every 100 km on highways and roads

Shovel ready projects for implementation

The Department of Heavy Industries (DHI), Government of India, sanctioned 2,636 new
charging stations across 62 cities and 24 states and UTs in January 2020. Maharashtra,
Karnataka and Tamil Nadu got highest number of allocations in that order. Rajasthan
Electronics & Instruments Limited (REIL), Energy Efficiency Services Limited (EESL), Power
Grid Corporation (PGCIL), and National Thermal Power Commission (NTPC) are the leading
project promoters who got the highest allocations for developing EV charging stations. A
recent analysis by CEEW outlines several other EV charging infra projects announced by
both central and state level authorities. The Ministry of Heavy Industries and Public
Enterprises, Government of India, subsequently sanctioned 241 additional charging
stations in September 2020 taking the total to 2,877 stations allocated to 22 public sector
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entities. The DHI later invited proposals for availing incentives under FAME Il scheme for
the deployment of minimum 174 EV charging stations on 1,775 kms stretch of
expressways and 1,370 stations on 13,370 kms stretch of highways in October 2020.
Recently, the Ministry of Power announced that it would set up charging infrastructure
across 69,000 petrol pumps in India.

Many Indian states are also complementing these efforts with their own policies to meet
local charging demand. In September 2020, the Uttar Pradesh government identified
locations for charging station facilities under smart city projectsin the eight cities of
Lucknow, Varanasi, Prayagraj, Kanpur, Aligarh, Saharanpur, Bareilly, and Jhansi. Private
companies like Ather, Lithium Urban, Magenta, Okaya, and Tata Power are also expected
to scale up their charging station networks over the next few years. Some states like
Andhra Pradesh, Bihar, Delhi, Telangana, and Uttar Pradesh have set concrete targets for
EV charging infrastructure rollout. The Andhra Pradesh and Uttar Pradesh EV policies have
targets of 0.1 and 0.2 million charging stations, respectively, to be built by 2024. Bihar
and Delhi policies specify charging station density targets - Delhi aims to have chargers
located every 3 km, whereas Bihar aims to have chargers located at every 50 km on all
highways. State EV policies primarily rely on capital subsidies to realize these targets.
Reimbursement of the net state's goods and services tax (SGST) are provided in states like
Andhra Pradesh, Delhi, and Karnataka. Interest free loans are also provided by the
Karnataka state government to those setting up charging stations. Tamil Nadu provides
100% exemption from electricity tax to charging stations. Eleven Indian states provide
special EV tariffs for public charging stations. The Delhi government provides a grant of up
to 100% on charging equipment set up by building owners, whereas Uttar Pradesh provides
25% rebate on the market rate for land procured for charging points.
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Project Pipeline (announced) for setting up EV charging stations on expressways and
highways under FAME Il

Project Pipeline (sanctioned) for setting up EV charging stations under FAME Il

Project . Total Capital Equity Debt Number : - -
location CAPEX Subsidy (INR crores) (INR crores) of jobs PrOJe.ct No. of EV Total CAPEX Capl.tal Equity Debt Number
Outlay [(INR crores) created location charging Subsidy (INR (INR crores) of jobs
stations | (INR crores) |(INR crores) | crores) created
Andhra Pradesh 266 76 53 7 16 798
1,775 kms of 174 50 35 4 10 522
Assam 20 6 4 1 1 60 Expressways
Bihar 37 11 7 1 2 111 13,370 kms
Chandigarh 70 20 14 2 4 210 of national 1,370 390 273 35 82 4,110
Chhattisgarh 25 7 5 1 1 75 highways
Delhi 72 21 14 2 4 216 Total 1,544 440 308 39 92 4,632
Gujarat 228 65 45 6 14 684 Source: EY research, Department of Heavy Industry
Haryana 50 14 10 1 3 150
Himachal
Pradesh 10 3 2 0 1 30
Karnataka 172 49 34 4 10 516
Kerala 131 37 26 3 8 393
Madhya Pradesh 159 45 32 4 10 477
Maharashtra 317 90 63 8 19 951
Meghalaya 40 11 8 1 2 120
Odisha 18 5 4 0 1 54
Puducherry 10 3 2 0 1 30
Rajasthan 205 58 41 5 12 615
Sikkim 29 8 6 1 2 87
Srinagar 25 7 5 1 1 75
Tamil Nadu 256 73 51 7 15 768
Telangana 138 39 28 4 8 414
Uttar Pradesh 207 59 41 5 12 621
Uttarakhand 10 3 2 0 1 30
West Bengal 141 40 28 4 8 423
Total 2,636 751 526 68 156 7,908
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Stimulus measures for accelerated economic recovery

International best practices show successful deployment from local electric utilities

1 National / state level policy frameworks to promote and involved in distribution and retail sales making such investments part of regulated capital
incentivize electric utiIity investment in EV Charging expenditure and cost recovery through tariffs. Adequate policy mechanism should be in
. place to ensure that such investments by Indian DISCOMSs are subject to regulatory
infrastructure jurisprudence to avoid unnecessary burden on consumers. There are ample opportunities
for Indian DISCOMs to gradually diversify services toward EV charge point operations,
The EV charging infrastructure deployment under Fame-Il scheme is currently largely leverage synergies with renewable energy integration and generate sustainable alternate
led by central public sector enterprises involved in electronics manufacturing, energy revenue streams.

services, electricity transmission and generation markets. A few projects are also
allocated to local transport and municipal corporations at the state level. Apart from
this, several private sector automotive OEMs, EV start ups and few vertically
integrated electric utilities have been leading their own deployment efforts to facilitate
wider adoption of EV models and diversify services into emerging markets.

DISCOMs should plan and initiate asset monetisation drives by simply leasing the real
estate located in prime locations identified by private players. DISCOMs can also opt for
revenue sharing models wherein utility investment can be targeted toward setting up
electrical infrastructure components such as transformers, transformer pads, service
meters, service panels, cables, conductors, smart grid devices etc. Strategic public private
partnerships with OEMs of automotive components and EV chargers/ EV supply
equipment can be explored for leveraging the benefits from higher economies of scale.

Investment/cost items Revenue items

Land/ EVSE Electrical Other add on services Revenue from Revenue from sale Revenue from EV |Revenue from other
Type of Business models location |equipment |infrastructure |(e.qg. advertising, parking) |rent/lease of location |of electricity charging sessions |add on services
o ® @ @ o o o o

Utility fully-owned (end-to-end)

1 Utility providing access

{ to location only ® ® ® ® ® ® o o
1
| | Utility providing access to
| | location and investing in electrical @ o ([ ) o o o ® [ X J
I | infrastructure
I e A
Utility investing in land and
‘\ electricalinfrastructure ® ® ® ® NA ® o ®o

@ Utilities @ Charging operators

Source: EY analysis k/
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It's not a “chicken and egg" situation anymore. Most experts acknowledge that without The conventional business case struggles to justify EV charging infrastructure
proper EV charging infrastructure, EVs would not take off in the way they need to. The investment. Poor cashflow and returns are jeopardizing the case for investment in
challenge is that the business case for investment may not stack up in a traditional public EV charging infrastructure. EY research finds that a typical charging station,
sense. Understanding how to position the business case, and which levers to pull, can with two slow (6.6kW) and two fast (50 kW) chargers, will take five years to yield
unlock investment channels to accelerate infrastructure rollout. And that's a trigger in positive cashflow. Our analysis shows that the payback periods for charging
the national journey toward decarbonization. infrastructure investments are longer than 10 years.

The need for EV charging investment and deployment is irrefutable. But the

Restructure markets to create alternate revenue streams for uncertainties combine to make public charging infrastructure risky and an unattractive

investment. In fact, more than three-quarters (76%) of total capital inflows into EV
charging companiesin 2019 is equity, grants/subsidies or venture capital. To achieve
scale, debt financing is critical. Simply put, the business case needs to improve.

EV charge point operators and investors

On average, the payback period for investment in public EV charging infrastructure is
10+ years. The business case needs rethinking to support predicted EV growth. There It is critical to understand the levers that can increase revenues and reduce costs to
are significant commercial, structural and operational levers to reduce latency, make the business case more appealing to mainstream debt investors.

enhance revenues and cut costs. Re-modelling the business case can boost the

investment risk profile, give greater appeal to mainstream debt financiers and enable

infrastructure to scale.

Revenue enhancement and cost-reduction levers

il mini ininiel el kel ik kel kel el kel ik el ik Il Revenuelevers = ---------------mommmoooom oo 1
Smart charging services Advertisement Retail colocation Network interoperability
Revenues from grid flexibility services, such  Auxiliary revenue stream Setting up EV charging Opening up propriety-registered charging
as demand response through coordinated from advertisements at stations alongside pre- stations to all drivers, irrespective of their
% charging and discharging of EVs the charging locations existing retail stores subscription contract with other networks
( ) O O O o O o
Vertical coinvestment Neutral hosts
Getting players from dependent Capex reduction by finding
industries in the product(s) partners that provide real estate
vertical value chain to coinvest in and fund charger costs in lieu of a
| the asset fixed revenue share |
U S o S B S S S Costlevers oo ;

Source: EY analysis r
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——————————————————————————————————————————————————————————————————————— Impact of levers

Levers Revenue enhancement Cost reduction IRR improvement

32% 8%

Smart charging services
Advertisement
Retail colocation

Network interoperability

Vertical coinvestment _ 35%

*In the figure above, revenue enhancement accounts for the incremental revenue each lever adds in the 10th year. Cost reduction takes into account the capex reduction achieved under these levers. Smart charging services considers Internal Rate of
return (IRR) improvement when compared with the base case.

12%

EY Global Analysis
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EY exists to build a better working world, helping to create
long-term value for clients, people and society and build trust
in the capital markets.

Enabled by data and technology, diverse EY teams in over
150 countries provide trust through assurance and help
clients grow, transform and operate.

Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new
answers for the complexissues facing our world today.

EY refers to the global organization, and may refer to one or
more, of the member firms of Ernst & Young Global Limited,
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Limited, a UK company limited by quarantee, does not
provide servicesto clients. Information about how EY
collects and uses personal data and a description of the
rights individuals have under data protection legislation are
available via ey.com/privacy. EYG member firms do not
practice law where prohibited by local laws. For more
information about our organization, please visit ey.com.
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This publication contains information in summary form and is therefore intended for general
guidance only. It is not intended to be a substitute for detailed research or the exercise of
professional judgment. Neither EYGM Limited nor any other member of the global Ernst &
Young organization can accept any responsibility for loss occasioned to any person acting or
refraining from action as a result of any material in this publication. On any specific matter,
reference should be made to the appropriate advisor.
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About FICCI

Establishedin 1927, FICCl is the largest and oldest apex business
organisationin India. Its history is closely interwoven with India’s
struggle for independence, its industrialization, and its emergence
as one of the most rapidly growing global economies. A non-
government, not-for-profit organisation, FICCl is the voice of
India's business and industry. From influencing policy to
encouraging debate, engaging with policy makers and civil society,
FICCI articulates the views and concerns of industry. It serves its
members from the Indian private and public corporate sectors and
multinational companies, drawing its strength from diverse
regional chambers of commerce and industry across states,
reaching out to over 2,50,000 companies. FICCI provides a
platform for networking and consensus building within and across
sectors and is the first port of call for Indian industry, policy
makers and the international business community.

Disclaimer

This document has been published for information and illustrative
purposes only and does not constitute professional advice. FICCI
neither accept or assume any responsibility or liability to any
reader of this publicationin respect of the information contained
within it or for any decision readers may take. Any use of this
report other than as a whole and in conjunction with this
disclaimeris prohibited. This report may not be copiedin whole or
in part. The information contained in this report is not intended to
address the circumstances of any particular individual or entity.
Although the report endeavours to provide accurate and timely
information, there can be no guarantee that such informationis
accurate as of the date it is received or that it will continue to be
accurate in the future. No one should act on such information
without appropriate professional advice.




