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Ratings
Facilities Amount (Rs. crore) | Rating Action
Long Term Bank 41.64 CARE BBB+; Stable Reaffirmed
Facilities (Reduced from 45.97) (Triple B Plus; Outlook: Stable)
41.64
Total Facilities (Rs. Forty-One Crore and Sixty-
Four Lakhs Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The rating(s) assigned to the bank facilities of Matrix Green Energy Private Limited (MGEPL) derives strength from consistent
financial performance with track record of power generation over the past three years in line with the assessed PLF level, timely
receipt of payments from the off takers on a regular basis, comfortable debt coverage metrics and an adequate liquidity profile
with maintenance of Debt Service Reserve Account (DSRA) for one quarter of debt servicing obligations. The rating continues to
derive strength from experienced promoters in the renewable energy segment with successful track record of completion and
operation of various renewable power projects, long term revenue visibility with firm arrangement through Power Purchase
Agreement (PPA) covering entire debt tenure, stable industry outlook for renewable power.

The rating is, however, constrained by exposure to risks associated with volatility in tariff, regulatory risk associated with any
changes in Karnataka State Solar open access policy and inherent business risk associated with dependence on climatic conditions
& technological risk.

Rating Sensitivities

Positive Factors - Factors that could lead to positive rating action/upgrade:

e Improvement in financial risk profile of off-takers.

e Improvement in financial risk profile (overall gearing < 1x and Total debt/Gross cash accrual (TD/GCA) <2x) on sustained
basis.

Negative Factors- Factors that could lead to negative rating action/downgrade:

e Reduction in generation of power below current CUF level (apart from normal degradation of 0.5% p.a.) on sustained basis.

e Any renegotiation in the existing PPA leading to significant reduction in tariffs and or any adverse change in State regulatory
policy impacting the cashflows.

e Delays in collection of sale proceeds or deterioration in financial risk profile (overall gearing >2x or TD/GCA >5x) on sustained
basis.

Detailed description of the key rating drivers

Key Rating Strengths

Experienced promoter with established track record: The promoters of MGEPL have been involved in the renewable energy

industry for more than 15 years and have successfully executed projects in the renewable energy segment. The company is

headed by Mr. Kasu Abhiram Reddy, Managing Director, and the business operations of MGEPL have benefited from his long-

established track record in in developing independent power projects and the vast industry network developed over the years.

Firm off-take arrangement and moderate counter party credit risk with timely receipt of payments: MGEPL has tied
up long term power off-take through PPA with established commercial real estate developers who are into developing office space
in Bangalore for a period of 20 years. MGEPL sells the entire generated power to the developers, who in turn are supplying power
to companies like Accenture Plc., International Business Machines (IBM), Hewlett Packard (HP) and Tata Motors. Having reputed
end users results with relatively low counterparty credit risk which is supported by timely receipt of bills for both the plants. For
the Raichur plant the company was receiving bills within 26 days in FY21 whereas for the Yadgir plant the company was receiving
bills within 10 days during FY21.

Consistent operational performance since inception: During FY21, the company generated 28.26 MUs of power with
Valkamdinni plant (6.5MW) generating 12.06 MUs (PY: 12.25MUs) and Tumkur plant (8.5MW) generating 15.95 MUs (PY: 15.98
MUs). The PLF of Raichur plant is in line with the P-90 levels and recorded PLF of 21.18% (PY: 21.46%), PLF of Yadgir power
plant stood at 21.41% (PY: 21.40%). The marginal decline in PLF for Yadgir is mainly the account of lower generation during
September, October and November during FY21.

No Project execution risk: MGEPL was planning for construction of third solar power plant with a capacity of 8.5 MW (AC)/
10.5 MW (DC) at Konkal Village, Yadgir District in Karnataka, which would have operated under similar structure of both initial
projects with an estimated project cost of Rs.39.30 crore. Due to ongoing covid-19 pandemic, the company decided to abstain
from the project implementation and same leads to relinquishing of project execution risk.

!Complete definitions of the ratings assigned are available at www.careedge.in and in other CARE Ratings Ltd.’s publications.

1 CARE Ratings Ltd.


http://www.careedge.in/

Press Release ca I"Eg J

RATINGS

Satisfactory financial performance during FY21 and comfortable debt coverage: The total income from operations
during FY21 dipped by 4.9% from Rs.23.88 crore in FY20 to Rs.22.71 crore in FY21 mainly due lower energy generation during
September 2020 to November 2020. The PBIDLT margin improved to 88.90% in FY21 from 85.80% in FY20 due to low O&M
expenses. Also, PAT improved from Rs.4.24 crore in FY20 to Rs.5.62 crore in FY21 due to reducing interest cost with gradual
repayment of debt.

The debt coverage metrics are comfortable backed by satisfactory PLF and lucrative tariffs which has witnessed continuous
increase on a y-o-y basis.

Long debt repayment tenure with presence of escrow mechanism and creation of DSRA: The debt funding is supported
by favorable long repayment tenure of 10 years. Further, the debt availed for the projects entails maintenance of Debt Service
Reserve Account (DSRA) equivalent to one quarter of principal and interest repayment within 12 months of COD. The same is
being maintained by the company in the form of fixed deposits with Union Bank of India.

Stable Industry Outlook: There is great thrust from Government for improving the share of renewable power in India’s overall
power mix which is reflected from various policy initiatives. Solar projects have relatively lower execution risks, stable long term
revenue visibility with long term off take arrangements at a fixed tariff, minimal O&M requirements, tariffs comparable to
conventional power generation, must run status of solar power projects and upward revision in solar RPO achievement targets.
However, there are concerns like increased difficulties in land acquisition, inadequate grid connectivity on account of poor
evacuation infrastructure, relatively lesser track record of technology in Indian conditions, lack of stricter RPO enforcement by
the state regulators, very high dependence on imported solar cells and modules, regulatory haze in terms of renegotiation of tariff
in concluded PPAs and cancellation of concluded auctions, weak financial risk profile of Discoms with significant delays in payment
by few state Discoms, increased difficulties in debt tie-up. Overall, positive, and negative developments in the sector
counterbalance each other, thereby resulting in a stable outlook. Going forward key monitorable would be prices of solar modules,
performance of the modules in Indian conditions, developments in claim of off-takers for renegotiation of PPAs, modalities to
compensate under change in law for safeguard duty, payment pattern of off-takers, imposition of any anti-dumping duty by India
to safeguard domestic solar module manufacturers, capacity additions of rooftop solar and regulatory stance.

Key Rating Weaknesses

Risks associated with volatility in tariff: As per the terms of PPA between MGEPL and the off takers, the chargeable tariff
are benchmarked to applicable rates charged by BESCOM at that time, which exposes the company to volatility in tariff that may
lead to revenue loss if there is any reduction in tariff in the future. Further, with intensifying competition in the industry and
competitive rates offered by various entities, the risk associated with any renegotiation/early termination prevails. However, over
last five years, the tariffs have seen an increasing trend which reduces the risk of volatility in the near future.

Climactic, technological, and regulatory risks: The power generation level of a solar power plant primarily depends upon
factors like solar radiation levels, temperature, and climatic conditions, installed inverters, losses in PV systems, module aging
and degradation etc. With several variables associated and governed by factors outside company’s control, the same has the
potential to adversely affect the operational efficiency of solar power plant. Further, the company is exposed to changes in
Regulatory policy by Karnataka Government w.r.t solar open access.

Liquidity: Adequate

The debt funding of projects is supported by favorable long repayment tenure of 10 years that get completed in FY28/FY29
respectively for Raichur/Yadgir. The company generated a healthy cash accrual of Rs.13.84 crore in FY21 as against debt
repayment of Rs.6.69 crore. The company has been maintaining DSRA (Rs.3.41 crore) equivalent to requirement of 1 quarter
principal and interest obligation in the form of FD with the lender. Further, the receipt of payments from off-takers is also
satisfactory with bills received within the month of raising bills.

Analytical approach: Standalone
CARE Ratings in its assessment has considered the standalone financials of the company.
Applicable Criteria

Policy on default recognition

Financial Ratios — Non financial Sector

Liguidity Analysis of Non-financial sector entities

Rating Outlook and Credit Watch

Power Generation Projects

Wind Power Projects

About the Company

Matrix Green Energy Private Limited (MGEPL), incorporated in October 2014 and based in Hyderabad, Telangana, is promoted by
Mr. Kasu Abhiram Reddy (Managing Director). MGEPL was incorporated to develop and operate solar power capacity aggregating
15 MW at two different sites viz. Raichur and Yadgir located at Karnataka: with capacity of 6.5 MW and 8.5 MW respectively.
MGEPL had commenced power generation for Raichur and Yadgir sites during February 2018 and March 2018, respectively.
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Brief Financials (Rs. crore) 31-03-2020 (A) 31-03-2021 (A) H1FY22 (UA)

Total operating income 23.88 22.71 12.18
PBILDT 20.49 20.19 NA
PAT 4.24 5.62 NA
Overall gearing (times) 1.76 1.27 NA
Interest coverage (times) 3.33 3.96 NA

A: Audited; UA: Unaudited; NA: Not Available

Status of non-cooperation with previous CRA: Not applicable.
Any other information: Not applicable.

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 for this company: Annexure 4.

Annexure-1: Details of Instruments / Facilities

Name of the ISIN Date of Coupon | Maturity Slzles :::he Rating assigned along with
Instrument Issuance Rate Date (Rs. crore) Rating Outlook

March ,
Term Loan ] i 2028 16.67 CARE BBB+; Stable
Fund-based - LT- March )
Term Loan - - 2099 24.97 CARE BBB+; Stable

Annexure-2: Rating History of last three years

Current Ratings Rating histo
Date(s) & Date(s) & @ Date(s) & | Date(s) &
VELD G Amount Rating(s) Rating(s) Rating(s) Rating(s)
Instrument/Bank . . ) ) ) .
Facilities Type | Outstanding Rating :‘:ISSIgned :‘:ISSIgned :‘:ISSIgned _a55|gned
(Rs. crore) in 2021- in 2020- in 2019- in 2018-
2022 2021 2020 2019
1)CARE
) - CARE . 1)CARE 1)CARE
1 ?;:‘:1 Egzid LT LT 16.67 BBB+: | - zfai’l’é BBB; Stable | BBB; Stable
Stable (26-Feb-21) (02-Mar-20) | (25-Mar-19)
1)CARE
) T CARE . 1)CARE 1)CARE
2 'T'Z?ri Eggf]d LT LT 24.97 BBB+: |- Efai’l’é BBB; Stable | BBB; Stable
Stable (26-Feb-21) (02-Mar-20) | (25-Mar-19)

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not applicable

Annexure 4: Complexity level of various instruments rated for this compan

Name of instrument Complexity level
1 Fund-based - LT-Term Loan Simple

Annexure 5: Bank Lender Details for this Company:
To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instrument: CARE Ratings Ltd. 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.

3] CARE Ratings Ltd.


https://www.careratings.com/Bankdetails.aspx?Id=0UvS2j2Rq8p9Y+vjWECArg==

Press Release care:—. dg@

RATINGS

Contact us

Media Contact

Name: Mradul Mishra

Contact no.: +91-22-6754 3573
Email ID: mradul.mishra@careedge.in

Analyst Contact

Name: Prasanna Krishnan Lakshmi Kumar
Contact no.: +91-40-6793 7400

Email ID: prasanna.krishnan@careedge.in

Relationship Contact

Name: Ramesh Bob Asineparthi
Contact no.: +91 90520 00521
Email ID: ramesh.bob@careedge.in

About CARE Ratings:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide array
of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by knowledge
and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating process
that leverages our domain and analytical expertise backed by the methodologies congruent with the international best practices.
CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including CPs,
corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited 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 Limited has based its ratings/outlooks based on information obtained from reliable and credible
sources. CARE Ratings Limited 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 Limited have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE Ratings Limited 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 Limited is, inter-alia,
based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The rating/outlook may
undergo a change in case of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the
financial performance and other relevant factors. CARE Ratings Limited is not responsible for any errors and states that it has no
financial liability whatsoever to the users of CARE Ratings Limited’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the ratings
may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careedge.in
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