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Energy Efficiency Services Limited (EESL)

A perspective on portfolio holding

Our View

Following queries from an investor about our investment in Energy Efficiency Services Limited (EESL), where 
we have an exposure of 10.34% for HSBC Short Duration Fund, we would like to share our perspective on the 
company, the key positives and our investment rationale. 

Energy Efficiency Services Limited – Key positives

The key positive is the strategic importance to the Government of India (GOI), given its pivotal role in promoting 
energy efficiency, support from its sponsors including expected capital infusions. Further company has 
reasonable borrowing mix, including that of international lenders such as KFW and ADB, some of which are 
guaranteed by government of India. Regulated ROE or cost plus model with state or central government owned 
entities as counterparties in most of its businesses also gives comfort on eventual realization of its receivables 
as well as on revenues over the medium term.

About the company

Energy Efficiency Services Limited is an Energy Service Company (“ESCO”) that provides energy efficiency 
services and products. It is a JV of 4 Public Sector Enterprises, namely, Power Finance Corporation (32%), 
Rural Electric Corporation (32%), Power Grid Corporation of India Limited (4.9%), National Thermal Power 
Corporation (32%). 

EESL was set up to create and sustain markets for energy efficiency in the country. EESL works closely with the 
Bureau of Energy Efficiency (BEE) and is leading the market related activities of the National Mission for 
Enhanced Energy Efficiency (NMEEE), one of the 8 national missions under Prime Minister’s National Action 
Plan on climate change. GOI has initiated a number of programs to promote use of energy efficient equipment in 
the Indian economy and EESL has been at the forefront for implementing these initiatives. The important ones 
are: Unnat Jyoti by Affordable LEDs for All (UJALA) Street Lighting National Programme (SLNP), Building 
Energy Efficiency Programme (BEEP), Electric Vehicles (EVs) procurement, Smart and prepaid meter –
procurement.

Management and board of EESL is also drawn largely from NTPC and PFC. There are independent directors 
from ADB and Bureau of energy efficiency.
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Credit opinion summary

Strengths

• Ownership and support from parent JV partners and implicit support of GoI (Government of India)

• Increasing importance of energy efficiency given focus on energy security and environment concerns

• Demonstrated business model in the DELP/UJALA business segment

Weakness

• Small scale of operations but large potential for growth depending on government’s push to execute projects

• Weak profile of counterparties such as State Electricity Boards and Urban local bodies; however ultimate 
recovery from these companies is strong with very low default 

• Financial metrics likely to remain stretched, but support of government is the key offset

• High level of receivables including receivables over 1 year however ultimate recovery is very strong

Business Profile:

Detail on the key programmes undertaken by the company are:

1. UJALA/LED - Under this programme, EESL is distributing energy efficient LEDs, fans and tube lights a) 
directly to retail customers through kiosks b) Through on-bill financing schemes ( now discontinued) 
whereby the company would finance the purchase effectively over a period of 12-24 months, with the 
monthly instalments being added to the electricity bill of the consumer. In FY 2016, the company started with 
LED bulbs and subsequently diversified into LED tube-lights and LED fans as well. 

2. Street Light Programme (SLNP) - EESL is replacing conventional street lights with LEDs at its own costs 
with zero upfront investment from ULB and municipal corporations.  The model here is that of deemed 
savings. With a pilot project, EESL first demonstrates to the municipal corporation the energy savings that 
would accrue over a period of 5-7 yrs. Then EESL undertakes the capex to replace the existing street lights 
with energy efficient street lights. Based on a regulated ROE model, EESL than recovers the investment 
over a period of 5-7 years from the municipal body.

3. Building retrofit with energy efficient lighting, air conditioning systems etc. - This is another project 
which EESL has undertaken. Around 10000 buildings including railway stations, government buildings etc. 
are retrofitted with energy efficient bulbs/tube lights/fans/ACs, which can lead to 30%/50% energy savings. 
The capex requirement will depend upon the type of building but it might take 10L-15L for a medium sized 
building. Company intends to implement this for 10000 buildings over the next 1 to 2 yrs. 

4. Smart meters - Company is implementing a pilot project currently and going forward with implementing 
installation of 40 lac smart meters in Haryana. MOUs have also been signed with Bihar/AP/UP/Gujarat. 
There is a lot of potential here to introduce efficiencies and help with management of non-peak demand etc. 
by SEBs.  These will typically involve INR 85- INR 80 per meter. 

5. Electric Vehicles - Here again, company acts as a bulk procurer and subsequently it has entered 
agreement with various government departments of the central government whereby the company will 
provide electric vehicles on lease to these departments. This will be provided as a service whereby even 
drivers will be provided as part of this. Company has tendered for 10,000 vehicles already which has been 
won by Tata Motors. Subsequent tenders are also in the pipeline. In EV space, company expects an IRR of 
10%-12% on a post-tax basis.

Strategic importance is very strong; received regular support from government

EESL has been receiving regular support from the government by way of guarantee for its borrowing from 
overseas agencies. GOI has also launched various schemes from time to time in this sector which has helped 
EESL to expand its business with government clients. EESL has been chosen as the nodal agency to implement 
all the energy efficiency projects on a pan-India basis. EESL has signed MoUs for smart meters with the states 
of Andhra Pradesh, Uttar Pradesh, Haryana, Bihar, NDMC-Delhi, Telangana and for prepaid meters with the 
states of Uttar Pradesh and Tripura. The Board has representatives from Ministry of Power, Bureau of Energy 
Efficiency (BEE), REC, PFC and NTPC. EESL works closely with Bureau of Energy Efficiency (BEE) and is 
leading the market related activities of the National Mission for Enhanced Energy Efficiency (NMEEE), one of the 
8 national missions under Prime Minister's National Action Plan on climate change.

EESL is strategically important entity for GOI to promote and create market for energy efficiency and 
conservation projects in India. EESL is JV of four PSU companies namely NTPC, PFC, REC and PGCIL 
administered by Ministry of Power, GOI and is one of the main implementation arms of the National Mission for 
Enhanced Energy Efficiency (NMEEE). EESL is implementing various programs and consultancy services 
dedicated to the conservation of energy by improving the energy efficiency of the systems. GOI has launched 
various schemes from time to time in this sector, which has helped the company to expand its business, with the 
progress of various schemes are also being closely monitored by the government.
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Source: HSBC AMG India, Bloomberg, Company filings and website, November 2019
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Recent update

National Infrastructure fund (NIIF) and EESL have formed a joint venture to roll out the smart meter programme. 

This could potentially also improve EESL’s own balance sheet. 

Getting into other geographies, as part of strategic projects: India has installed smart LED (light-emitting diode) 

streetlights in the Maldives and Bangladesh as part of government’s efforts to create a new energy security 

architecture for neighboring countries.

These strategic projects have been undertaken by the state-owned Energy Efficiency Services Ltd, as part of 

initiatives towards this end by India’s ministry of external affairs (MEA). The projects aim to help the Maldives 

and Bangladesh illuminate their streets, even as they reduce the peak electricity demand of these countries, 

help in energy savings, and reduce carbon emissions. EESL has also recently entered into JVs in countries like 

Thailand for the same purpose.

Summary

EESL is strategically important entity for GOI to promote and create market for energy efficiency and 

conservation projects in India. Further company has reasonable borrowing mix, including that of international 

lenders such as KFW and ADB, some of which are guaranteed by government of India. Regulated ROE or cost 

plus model with state or central government owned entities as counterparties in most of its businesses also 

gives comfort on eventual realization of its receivables as well as on revenues over the medium term.


