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Facilities Amount (X crore) ET R Rating Action
_ 8,387.82 ) )
Long-term bank facilities (Reduced from 9,391.20) CARE A-; Stable Reaffirmed
Long-term / Short-term bank facilities 200.00 CARE A-; Stable/ CARE A2+ Reaffirmed
Short-term bank facilities 250.00 CARE A2+ Reaffirmed

Details of instruments/facilities in Annexure-1

Rationale and key rating drivers

The reaffirmation of the ratings assigned to the long-term and the short-term bank facilities of Meja Urja Nigam Private Limited
(MUNPL) continues to factor in the low sales risk by virtue of its long-term power purchase agreements (PPAs) having a cost-plus
tariff structure, thus yielding stable cash flows. The ratings derive strength from the long-term fuel supply agreement (FSA) with
Central Coalfields Limited (CCL) and Northern Coalfields Limited (NCL) with reasonable annual contracted quantity (ACQ)
materialisation during FY23 (refers to the period from April 1 to March 31). The ratings consider the interim disruption of operation
of Unit II due to boiler issue along with restoration and ramp-up of operation within previously envisaged timeline and thus the
impact on its cash accrual profitability during FY23 had been in line with CARE Ratings Limited’s (CARE Ratings’) expectations.
Moreover, given the resolution of boiler tube leakage issue, CARE Ratings expects the plant availability factor (PAF) and plant
load factor (PLF) to remain steady going forward.

Although the project is leveraged, the ratings draw strength from the anticipated improvement in the financial risk profile
characterised by higher projected gross cash accrual (GCA), resulting in reduction in total debt/PBILDT and improvement in
interest coverage during FY24. The ratings derive comfort from the established track record and extensive project development
experience of the joint venture (JV) promoters.

While there has been improvement in the collection profile of MUNPL, the rating strengths continue to remain tempered by the
high counterparty risk associated with financial weaker off-takers. The ratings also take cognisance of the regulatory risks
associated with recognition of capital cost for the project by the regulator.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors

. Increase in NTPC Ltd's (NTPC’s) shareholding beyond 50%.

. Robust operational performance leading to higher-than-envisaged improvement in leverage and coverage metrics.

. Improvement in the credit risk profile of the UP and J&K discoms with reduction in the average collection period to less than
60 days on a sustained basis.

Negative factors

. Material reduction in NTPC’s shareholding in MUNPL or reduction in managerial and operational support to the company.

. Inability of the plant to maintain normative PAF leading to significant under recovery of fixed charges on a sustained basis.
. Deterioration in the average collection period beyond 180 days, adversely impacting its liquidity.

. Any large debt-funded capex, adversely impacting the leverage and coverage metrics.

Analytical approach: Standalone

Outlook: Stable

The business risk profile of MUNPL is likely to remain healthy due to its long-term PPAs providing revenue visibility and steady
operational performance. Its financial risk profile is expected to remain steady through maintenance of collection efficiency in the
medium term.

Detailed description of the key rating drivers

Key strengths

Low sales risk with stable cash flow visibility due to long-term PPA at CERC determined tariff

The company has signed PPAs which are valid for a period of 25 years from COD of the plant. Current allocation to Uttar Pradesh
Power Corporation Limited (UPPCL) is around 80% of the total capacity of the plant. The tariff in the long-term PPAs is based on

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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CERC tariff guidelines assuring 15.5% return on equity and thus stable cash accrual. The capacity charges are recoverable in full
if the plant availability achieves normative PAF of 85%. The energy charges are determined on the basis of landed cost of fuel
applied on the quantity of fuel consumption at normative operating conditions.

Minimal fuel risk due to FSA tie-up with reasonable ACQ materialisation
MUNPL had signed 20-year FSAs with CCL and NCL for an ACQ of 5.086 million tonnes per annum (MTPA). This is sufficient to
run the station at 74.28% PLF. ACQ materialisation from linkage coal was healthy in FY23.

Stabilisation of operations post rectification of boiler tube leakage issue

During February 2022 — August 2022 period, Unit -II remained shut down as a preventive measure upon occurrence of a technical
defect. As a result, overall PAF was lower-than-normative level during FY22 and FY23 at 78.90% and 75.28%, respectively.
Restoration and ramp-up of operations are evidenced from healthy PAF of 92.87% during Q1FY24 (refers to the period from April
01 to June 30). PLF, which was 65.49% and 63.71% during FY22 and FY23, respectively, stood at 75.14% during Q1FY24.
Auxiliary consumption of the plant remained at a satisfactory level during FY22 and FY23.

Steady financial risk profile

While there was under-recovery in capacity charge during FY23, the profitability has remained broadly in-line with CARE Ratings’
previous estimates. The PBILDT interest coverage and total debt/PBILDT, which consequently moderated during FY23 to 2.02x
and 6.69x, respectively, is projected to improve in FY24 following stabilisation of operational performance.

Established promoters with large project development experience

MUNPL is a 50:50 JV of NTPC (rated ‘CARE AAA; Stable/CARE Al+") and Uttar Pradesh Rajya Vidyut Utpadan Nigam Ltd
(UPRVUNL). NTPC is the largest power generation company in India with significant experience in setting up and operating coal-
based thermal generation assets across the country. NTPC has been instrumental in providing operational support to MUNPL
which includes project implementation, deployment of senior management to run day-to-day operations and availability of
alternate supply of coal to MUNPL from its stations. The other JV partner, UPRVUNL, is a state-owned power generation company
of U.P.

Key weaknesses
Counterparty credit risk due to weak financial profile of beneficiaries

MUNPL is exposed to the counter party credit risks in view of relatively weak financial health of its power off-takers.

Collection efficiency has improved during FY23 to 95.6% from 93.8% in FY22 due to the implementation of EMI scheme defined
in Electricity (Late Payment Surcharge and Related Matters) Rules, 2022. All receivables are realised within 60 days as on March
30, 2023.

Regulatory risk

The company is exposed to the regulatory risk, as it has not received the final tariff order of the plant. As per the management,
the company has already filed tariff petition of the plant with revised cost. Hence, the extent of capital cost allowed by the
regulator vis-a-vis the incurred capital cost as filed by MUNPL is yet to be seen and CARE Ratings will continue to monitor the
same.

Leveraged capital structure

As a result of delayed project implementation and funding of debt to equity ratio of 70:30, the company’s TD/PBILDT is high. The
company expects to commission its flue gas de-sulphurisation units during FY24 and thereafter, there will be no significant pending
capital expenditures for Units I and II.

The JV partners of MUNPL are evaluating proposals to set up large thermal power projects in Uttar Pradesh. In case the same
materialises, it may have significant impact on the leverage metrics of the company.

Liquidity: Adequate

The company has comfortable liquidity in the form of cash and equivalent of X75 crore as on March 31, 2023. Average utilisation
of fund-based working capital limits for trailing 12 months ended September 2023 stood at around 29.83%. There is adequate
headroom between the projected GCA and the scheduled repayment for FY24.
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Applicable criteria
Policy on default recognition
Financial Ratios — Non financial Sector
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch
Short Term Instruments
Infrastructure Sector Ratings
Thermal Power
Policy on Withdrawal of Ratings

About the company and industry

Industry classification
Macro-economic Sector Industry Basic Industry

Indicator
Utilities Power Power Power generation

MUNPL was incorporated in April 2008 for the purpose of setting up 1,320 MW (2x660) coal-based super-critical thermal power
plant in Meja, district Allahabad, U.P. The company is a joint venture of NTPC Ltd and UPRVUNL. The debt for the approved cost
of the project has already been tied up with Power Finance Corporation (PFC), State Bank of India (SBI) and Bank of Maharashtra
(BOM). The first unit of the plant achieved commercial operations date (COD) on April 30, 2019, and the second unit achieved
COD on January 31, 2021.

Brief Financials (% crore) | FY22 (A) FY23 (A) Q1FY24 (UA) |
Total operating income 3,530 3,849 1,157

PBILDT 1,387 1,169 372

PAT 278 158 73

Overall gearing (times) 2.47 2.28 -

Interest coverage (times) 2.33 2.02 2.72

A: Audited UA: Unaudited; Note: ‘the above results are latest financial results available’

Status of non-cooperation with previous CRA: NA

Any other information: NA

Rating history for last three years: Please refer Annexure-2

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

Complexity level of various instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Size of the | Rating Assigned

Name of the Date of Coupon Maturity B

Instrument Issuance Rate (%) Date Issue AN
(X crore) Rating Outlook

Fund-based -

LT-Cash credit - - - - 1800.00 CARE A-; Stable

Fund-based - - - - March 2037 6587.82 | CARE A-; Stable

LT-Term loan

Fund-based -

ST-Term loan - - - August 2024 250.00 CARE A2+

Non-fund-

based - LT/ ST- - - - - 200.00 CARCEAAF\{'E' itzaf'e/

BG/LC
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Annexure-2: Rating history for the last three years
Current Ratings

Rating History

Date(s) Date(s) Date(s) Date(s)
Name of the Amount and and and and
Insl_:r_u_ment/ Bank Type Outstanding | Rating Rat_lng(s) Rat_lng(s) Rat_mg(s) Rat_mg(s)
Facilities (X crore) assigned assigned assigned assigned
in 2023- in 2022- in 2021- in 2020-
2024 2023 2022 2021
1)CARE A- | 1)CARE A- éé%iR_E
1 Fund-based - LT- LT 6587.82 CARE A- ) ; Stable ; Stable Stable
Term loan ; Stable (30-Sep- (04-Aug-
22) 21) (07-Sep-
20)
CARE A- 1)CARE A- 1)CARE A- 1)CARE
Non-fund-based - ; Stable j Stable / ; Stable BBB+;
X I - I
2 LT/ ST-BG/LC LT/ST 200.00 / CARE CARE A2+ (04-Aug- Stable
Aot (30-Sep- 21) (07-Sep-
22) 20)
1)CARE A- | 1)CARE A-
Fund-based - LT- CARE A- ; Stable ; Stable
3 Cash credit L 1800.00 : Stable | (30-Sep- (04-Aug-
22) 21)
1)CARE
Fund-based - ST- CARE A2+
4 Term loan ST 250.00 A2+ ) (30-Sep- | i
22)

*Long term/Short term.

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

Annexure-4: Complexity level of the various instruments rated
Sr.No. Name of the Instrument

Complexity Level |

1 Fund-based - LT-Cash credit Simple
2 Fund-based - LT-Term loan Simple
3 Fund-based - ST-Term loan Simple
4 Non-fund-based - LT/ 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.
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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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