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India, during the last 5 decades has seen its installed capacity of power growing at a
compounded rate of 7% per year which has been about 2% higher than the economic growth
rate of the country during the same period..

Power being the most important infrastructure required to fuel economic growth of a
country and involving large investments, most capacity addition in the power sector in India
until now was under the control of the Government. Electricity being an important item
affecting common people, it is politically sensitive and therefore there is control on the price
of electricity. Due to poor revenue realisation from the consumers of electricity, the State
Electricity Boards are not able to pay fully and promptly to the generating companies. This
uncertainty in revenue realisation is discouraging new private investors to invest in the power
sector, though the power sector is open to private sector.

Liberalisation in the power sector coupled with restructuring of the State Electricity Boards
has been considered the effective route to revitalise the Indian power sector.

Contribution of nuclear power which at present is only about 2% of the total installed
capacity of power in the country is expected to grow to about 5 to 7% by the year 2020.
Selection of the technology of nuclear power in India was done with a view to optimally
utilise the limited resources of uranium in the country as well as to maximise the local content
of the project considering the industrial infrastructure available in the country.

The initial growth of nuclear power in the country was entirely funded by the
Government through its national budgets. The distinguishing feature of the Indian nuclear
power programme was the indigenisation of technology which was accelerated by
international embargoes. Indigenisation of nuclear power technology called for a high level of
research and technology support combined with upgradation of Indian industrial technologies.
These indigenous R&D efforts and upgradation of industrial technologies have put a premium
on the nuclear capacity growth in terms of longer gestation periods and consequent costs over
runs of projects. Further, due to many operational problems, the performance of the completed
stations was below the normative levels.

Nuclear Power with somewhat higher capital costs and substantially lower operating
costs than thermal power was seen as a cheap source of power. However, the scenario
gradually changed with the increase in the capital costs of the successive units to incorporate
more and more safety features to upgrade the designs to the international safety standards.
Coupled with this, the increase in the operating costs eroded the economic advantage of
nuclear power. In such a difficult business environment, high performance level of nuclear
power stations was necessary to make it economically viable. With this in view, a lot of
attention was focussed on the preventive maintenance and outage management of the nuclear
power stations and due to which the plant load factor of nuclear power stations dramatically
improved.

The capital structure of a few nuclear power projects built during the initial phase of
the programme was 100% equity funded by Government. However, the subsequent projects
built in the ninetees have adopted a debt equity structure of 1:1 where the debt has been
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mobilised from the Indian Capital market. As the performance of nuclear power stations has
improved and settled at high operating levels, it is considered appropriate to increase the debt
content in the capital structure.

With the gradual improvement in operational performance of nuclear power stations
and revenue realisation, the credibility of the nuclear power business has improved in India
which is reflected in the steady increase in the credit rating of bonds issued by Nuclear Power
Corporation, the only company setting up and operating nuclear power stations in the country.
With the improvement of credit rating of its debt instrument, it has become easier for the
Nuclear Power Corporation to access the Indian capital market at competitive costs and the
image of the company among Indian corporations improved. With the good performance of
the nuclear power business, some corporations have shown interest in investing in nuclear
power in India. Initiatives are on to form joint venture companies with participation from
private and public sector corporates for building new nuclear power stations.

The Indian model on nuclear power financing has the following features:

• Selections of technology & unit size to optimally utilise indigenous capabilities Initial
growth entirely funded by the Government,

• Indigenisation of the technology with maximum participation from local industries with
high level of R&D support and upgradation of local industrial infrastructure.

• Focusing attention on good performance of nuclear power stations by better outage
management and preventive maintenance to improve economic viability of nuclear
power.

• Gradual accessing of local capital market for debt finance with improved credit
worthiness for nuclear power,

• Increasing the debt content of the capital as the performance of plants improved.
• Continuous programme with standardisation and serial construction as the strategy to

achieve significant contribution from nuclear power at competitive costs
• Action to form joint venture companies with participation from private and public sector

companies to speed up capacity addition.

Conclusion:
Financing for capacity addition for nuclear power which until a few years back was

entirely through national budgets, gradually changed with the better performance of nuclear
power stations and the growth of the capital market in India. From a position of 100%
government support, nuclear power stations today derive upto 50% financing from the capital
market. The success of this financing model was due to successful indigenisation of
technology, excellent performance of operating nuclear power stations leading to generation
of substantial internal surplus thereby creating confidence in business circles about the
financial viability of nuclear power and this model with suitable modification can be adopted
in a developing country embarking on nuclear power,
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