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Facilities/Instruments Amount (X crore) Rating Action

- 3,467.67 o . .
Long-term bank facilities (Reduced from 3,829.08) CARE BBB-; Stable Revised from CARE BB; Stable
. 479.70 -
Short-term bank facilities (Enhanced from 461.70) CARE A3 Revised from CARE A4

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The revision in the ratings assigned to the bank facilities of GMR Kamalanga Energy Limited (GKEL) takes into account
consistent operating performance with healthy plant load factor (PLF), which coupled with timely realisation of normal dues,
has led to improvement in its cash flow position. The debt coverage indicators of the company have improved with reduction
in the total debt / profit before interest, lease rentals, depreciation and taxation (PBILDT) of 4.66x at FY23-end as compared
with 5.45x at FY22-end. CARE Ratings Limited (CARE Ratings) also takes note of the favourable order received with respect to
GKEL's regulatory claims from Bihar Discoms.

The ratings continue to derive strength from the availability of power purchase agreements (PPAs) for around 95% of the
power generation capacity, including long-term PPAs for 84% capacity thereby providing good revenue visibility to the company
and fuel supply agreements (FSAs) in place for meeting around 80% of the domestic coal requirement of the plant which
mitigates fuel supply and price risk to a certain extent. The ratings also continue to factor the experienced promoter group
with an established track record in operating power projects.

The ratings are, however, constrained due to GKEL's weak financial risk profile with leveraged capital structure, continued
regulatory uncertainties and elevated level of receivables due from its off-takers having relatively weak credit profile which
hinders the sustenance of adequate liquidity buffer.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors

e Realisation of receivables (including regulatory receivables) from the off-takers resulting in improvement in the collection
period to below 90 days on a sustained basis.

e Better-than-envisaged improvement in the capital structure and debt coverage indicators.

Negative factors

e Significant delay in realisation of receivables resulting in stretched liquidity position for the company.

e Significant deterioration in the credit profile of the off-takers.

e Material under-recovery of capacity charges or energy charges or sharp increase in the borrowing cost, resulting in lower-
than-envisaged cash accruals.

e Extension of loans and advances to group companies / increase in exposure to group companies.

Analytical approach: Standalone

Outlook: Stable
The stable outlook reflects GKEL's steady operational and financial performance backed by its PPAs and FSAs with moderate
debt coverage indicators in the medium-term.

Detailed description of the key rating drivers

Key strengths

Continued improvement in the operational performance during FY23 and 2MFY24

During FY23 and 2MFY24, the plant availability factor (PAF) of GKEL stood at 89.89% and 86.32%, respectively (FY22:
90.89%), i.e., higher-than-the-normative level of 85%, which ensures full recovery of capacity charges for the year for around
95% of the capacity. Furthermore, the PLF stood at 76.98% in FY23 and 79.85% in 2MFY24 (FY22: 81.87%) on account of
higher demand of energy from its off-takers and competitive tariff of the company’s plant. Competitive energy charges of the
plant places it high in the merit order dispatch of the off-taking states, leading to higher scheduling.

PPAs in place for around 95% of the power generation capacity which provides good revenue visibility

Out of total generation capacity of 1,050 MW, GKEL has PPAs of around 95% capacity of which PPAs of around 84% capacity
are long-term PPAs. GKEL has long-term off-take agreements of 25 years with Haryana Discoms for 31.94% of capacity (335.4
MW), Bihar Discoms for 27.4% of capacity (287.7 MW) and GRID Corporation of Odisha Limited (GRIDCO) for 25% of the
capacity (262.5 MW). Earlier, GKEL had tied-up 109 MW gross capacity with Tamil Nadu Generation and Distribution

!Complete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Corporation Limited (TANGEDCO) for a period of five years and it had received letter of award (LoA) for the same.
Subsequently, GKEL has executed PPA with TANGEDCO, and power supplies to the same have commenced from December
15, 2022. Post tie-up of 109 MW with TANGEDCO, the tied-up capacity of the company has increased from around 84% to
95%. Availability of PPAs for around 95% of the power generation provides good revenue visibility to GKEL.

Presence of FSAs for meeting the fuel requirements under the PPAs

The aggregate coal required to operate the plant at a PLF of 85% is 5.30 million metric tonne per annum (MMTPA). Against
the same, GKEL has domestic FSAs of 4.30 MMTPA with subsidiaries of Coal India Limited (CIL). Domestic FSAs meet round
80% of the coal requirement of GKEL. The balance requirement is being met through domestic e-auction / imported coal.
Annual contracted quantity (ACQ) materialisation under the FSAs has been around 100% during the last three years ended
FY23. The presence of FSAs largely safeguards GKEL against possible fuel supply and fuel price risks.

Experienced promoter group with experience in developing power projects

GKEL is a part of the GMR group which is a major player in the infrastructure sector through its flagship company, GMR Airports
Infrastructure Limited (formerly GMR Infrastructure Limited), and has been developing projects in India and abroad in areas
such as airports, energy, transportation, etc. Over the years, the GMR group has successfully implemented various power
projects and has substantial experience in developing and operating power projects.

Key weaknesses

Weak financial risk profile with leveraged capital structure

The company has a weak financial risk profile, as characterised by high overall gearing and moderate debt coverage metrics
on account of past accumulated losses. The overall gearing of the company improved from 9.56x as on March 31, 2022 to
5.57x as on March 31, 2023 due to augmentation in tangible net worth (TNW) on the back of profits reported in FY23. However,
the capital structure of the company remains leveraged. PBILDT interest coverage and total debt / PBILDT stood at 1.96x and
4.66x during FY23 vis-a-vis 1.67x and 5.45x during FY22, respectively. Furthermore, given the relatively high debt servicing
obligation during FY23 and FY24, CARE Ratings expects the company to have limited headroom for operational and financial
underperformance.

Continued regulatory uncertainties

The company has several matters under adjudication with several regulatory authorities. These matters largely relate to change
in law events (domestic coal shortfall, change in tax regime, etc.) and dispute related to capacity charges (with GRIDCO). The
same has resulted in accumulation of regulatory receivables. The regulatory receivables have increased from around X780
crore as at FY22-end to 1,008 crore as at FY23-end. GKEL has received favourable order from the Hon’ble Supreme Court of
India with respect to its regulatory claims from Bihar Discoms and similar order is expected in case of its dispute with Haryana
Discoms. The company is expecting to realise part of its regulatory claims by the end of FY24. Going forward, CARE Ratings
will continue to monitor the timely receipt of final orders from regulatory authorities and subsequent receipt of pending dues
from off-takers.

Counterparty credit risk resulting in an elongated working capital cycle

The company’s operating cycle remained elongated at 106 days during FY23 (PY: 98 days). The inventory and creditor days
have reduced during FY23. However, the collection period continues to remain high at 143 days during FY23 (PY: 138 days).
The total outstanding receivables (including regulatory receivables and unbilled revenue) increased from around 1,558 crore
as on March 31, 2022 to around 1,887 crore as on March 31, 2023. Substantial receivables as on March 31, 2023, are also
older than 180 days. The weak financial health of its power off-takers continues to remain a cause of concern for GKEL. The
high level of aggregate technical and commercial (AT&C) losses, rising power purchase costs and the absence of cost-reflective
tariff regimes have put a strain on the financial position of its off-takers. Counterparty risk emanating from deterioration in the
credit profile of its off-takers would be a key rating monitorable.

Liquidity: Stretched

The liquidity position of the company has improved in FY23 on the back of higher merchant and commencement of power
supply to TANGEDCO from December 2022. The company generated gross cash accruals of ¥610 crore during FY23 as against
%463 crore in FY22. The liquidity position of the company is aided by unencumbered cash and bank balance of around %32
crore as on March 31, 2023 and unutilised fund-based limits working capital limits of around X30 crore as on even date. The
company has fund-based working capital limits of around X196 crore average utilisation of which stood at around 86% during
trailing 12 months ended March 2023. The company has tied-up additional fund-based working capital limits of ¥14 crore in
order to meet its incremental working capital requirement. Average collection period of GKEL has been high in the past due to
pending regulatory receivables.

Applicable criteria
Rating Outlook and Credit Watch
Policy on Default Recognition
Policy On Curing Period
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Liquidity Analysis of Non-Financial Sector Entities

Short Term Instruments

Infrastructure Sector Ratings

Thermal Power

Financial Ratios — Non-Financial Sector
Policy on Withdrawal of Ratings

About the company and industry

Industry classification

Macro Economic Indicator Sector
Utilities Power Power Power Generation

Industry Basic Industry

Incorporated in December 2007, GKEL is a special purpose vehicle (SPV) promoted by GMR Energy Limited (GEL) which is an
operating-cum-holding company for all power projects of the GMR Group. GKEL has developed a 1,050 mega-watt (MW) (350
MW x 3 units) coal-based thermal power generation project at Kamalanga village, Dhenkanal district, Odisha. The project cost
was initially estimated at ¥4,540 crore. However, subsequently there was a cost overrun of 1,979 crore, thereby leading to
final project cost of 6,519 crore. The project was funded through debt of 4,269 crore and equity of X2,250 crore (debt-to-
equity ratio of 65.4: 34.6). The project achieved commercial operations date (COD) on April 2013 for Unit-I, November 2013
for Unit-II, and March 2014 for Unit-IIL.

Brief Financials (X crore) March 31, 2022 (A) March 31, 2023 (A) Q1FY24 (UA)

Total operating income 2,467 3,024 707
PBILDT 835 910 209
PAT 142 286 87
Overall gearing (times) 9.56 5.57 NA
Interest coverage (times) 1.67 1.96 1.78

A: Audited UA: Unaudited; NA: Not available; The above financials have been adjusted as per CARE Ratings’ criteria.
Note: ‘the above results are latest financial results available’

Status of non-cooperation with previous CRA: Not applicable
Any other information: Not applicable
Rating history for the last three years: Please refer Annexure-2

Covenants of the rated instruments/facilities: Detailed explanation of the covenants of the rated instruments/facilities
is given in Annexure-3

Complexity level of the various instruments/facilities rated: Annexure-4

Lender details: Annexure-5
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Annexure-1: Details of instruments/facilities
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Rate (%)

Maturity
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Rating Assigned

along with Rating

Outlook

Fund-based - LT-Term loan - - - July 2034 3,257.92 CARE BBB-; Stable
Fund-based - LT-Working - - ; - 209.75 | CARE BBB-; Stable
capital limits

Non-fund-based - ST-BG/LC - - - - 479.70 CARE A3

Annexure-2: Rating

history for the last three years

Current Ratings Rating History
Name of the Date(s) Date(s) Date(s) Date(s)
" Instrument/Bank Amoun_t . '-’!"d a_nd a_nd a_nd
* Facilities Type Outstanding Rating Rating(s) Rating(s) Rating(s) Rating(s)
(X crore) assigned in assigned in assigned in assigned in
2023-2024 2022-2023 2021-2022 2020-2021
1)CARE B+;
1)CARE BB; Stable
1, E‘g‘d'based LT-Term| e | 325792 C’f%'tfaiFeB' ; Stable | (19-Jan-22) (8;‘_:8552%)
! (26-Aug-22) | 2)CARE D
(26-Nov-21)
1)CARE B+;
Fund-based - LT- CARE BBB- LICAREBB; | Stable 1)CARE D
2| Working capital limits | -7 209.75 ; Stable i Stable (19-Jan-22) 1 47 5ct-20)
! (26-Aug-22) | 2)CARE D
(26-Nov-21)
1)CARE A4
Non-fund-based - ST- « 1)CARE A4 | (19-Jan-22) | 1)CARED
3. BG/LC ST 479.70 CARE A3 (26-Aug-22) | 2)CARED | (07-Oct-20)
(26-Nov-21)

*LT: Long-term / ST: Short-term.

Annexure-3: Detailed explanation of the covenants of the rated instruments/facilities

Not applicable

Annexure-4: Complexity level of the various instruments/facilities rated

Name of the Instrument/Bank Facilities

Complexity Level

1. Fund-based - LT-Term loan Simple
2. Fund-based - LT-Working capital limits Simple
3. Non-fund-based - ST-BG/LC Simple

Annexure-5: Lender details

| To view the lender-wise details of bank facilities please click here

Note on the complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis
of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.

CARE Ratings Ltd.


https://www.careratings.com/bank-rated?Id=Tyd6zj9UC79pZ06m7v5qWQ==

Press Release

Care:

RATINGS

Contact us

Media Contact

Mradul Mishra

Director

CARE Ratings Limited

Phone: +91-22-6754 3596

E-mail: mradul.mishra@careedge.in

Relationship Contact

Pradeep Kumar V

Senior Director

CARE Ratings Limited

Phone: +91-98407 54521

E-mail: pradeep.kumar@careedge.in

Analytical Contacts

Name: Sudhir Kumar

Director

CARE Ratings Limited

Phone: +91-120-445 2006

E-mail: sudhir.kumar@careedge.in

Name: Janki Aswani

Assistant Director

CARE Ratings Limited

Phone: +91-79-4026 5612
E-mail: janki.aswani@careedge.in

Shaurya Shah

Analyst
CARE Ratings Limited
E-mail: shaurya.shah@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise
capital and enable investors to make informed decisions. With an established track record of rating companies over almost
three decades, CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise,
backed by the methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in
developing bank debt and capital market instruments, including commercial papers, corporate bonds and debentures, and
structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations
to sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the
investor. The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and
credible sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors
or omissions and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a
credit rating fee, based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other
commercial transactions with the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the
capital deployed by the partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the
unsecured loans brought in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any
errors and states that it has no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-
related trigger clauses as per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any
such clauses are introduced and triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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