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Ratings 

Facilities 
Amount 

(Rs. crore) 
Rating

1
 Rating Action  

Long term Bank Facilities – 
Term Loan 

5985.00 

CARE BBB+; Stable 
(Triple B Plus; 

Outlook: Stable) 
Reaffirmed 

Long term Bank Facilities – 
Cash Credit 

1290.00 
CARE BBB+; Stable 

(Triple B Plus; 
Outlook: Stable) 

Assigned 

Total Facilities 

7275.00 
(Rupees Seven Thousand Two 

Hundred and Seventy Five crore 
only) 

  

Details of instruments/facilities in Annexure-1 
 
Detailed Rationale & Key Rating Drivers 
The rating assigned to the bank facilities of Hinduja National Power Corporation Ltd. (HNPCL) continues to factor in the 
well-entrenched experience and resourcefulness of the promoters (Hinduja Group), mitigation of project risk with 
achieving of project COD, presence of fuel supply agreement (FSA) and long term PPA with enabling clauses for pass-
through of fixed costs, fuel cost, O&M contract with Steag energy (German entity) and assured ROE for determining the 
energy charges. 
The rating strengths are however constrained by counter party risk due to relatively weak financial risk profile of off 
takers and pending final tariff approval by APERC, however, adhoc tariff has been approved. 
The continuance of need-based promoter support and the performance of the project post the stabilization phase are the 
key rating sensitivities. 
 
Detailed description of the key rating drivers 
Key Rating Strengths 
Experienced and resourceful promoters: HNPCL belongs to the multibillion dollar Hinduja Group, a conglomerate with 
diversified operations spanning 20 countries. The Group has presence across various sectors viz. Automotive, Banking and 
finance, Energy & Chemicals, Power, Healthcare, Information technology, Real Estate, Media and entertainment amongst 
others.  

Moderate operational performance of the plant: The Plant has achieved COD of Unit 1 on January 11, 2016 and of Unit 2 
on April 30, 2016. Average PLF for the period July 2016 to Feb 2017 stood at 40.72% with Average Plant Availability at 
76.29%. The Plant Availability and the Plant Load Factor have been on the lower side since the plant is still in the 
stabilization phase.  

Long term PPA agreement: On April 28, 2016, HNPCL has entered into a continuation agreement with APDISCOMs 
(Southern and Eastern DISCOMs of AP) for continuation of PPA dated April 15, 1998. Major highlights of the agreement 
are as follows:  

o DISCOMs will pay the tariff as determined by the Andhra Pradesh Electricity Regulation Commission (APERC) 
based on the project capital cost approved by APERC;  

o Actual fuel cost will be completely passed through for determination of energy charges as per APERC regulations. 
In case of short supply of domestic coal, HNPCL will be allowed to procure coal from other alternate sources;   

o Project cost shall be reviewed and approved by APERC. 
o As per APERC regulations, assured return in equity is 15.5%. 
o DISCOMs shall have the exclusive right and the obligation to purchase 100% power generated by HNPCL.  
o APERC is in the process of approving the capital cost and final tariff. 
o APERC has already approved Adhoc tariff of Rs. 3.61 per unit which has been increased to Rs. 3.82 per unit 

effective August 01, 2016. Approval of final tariff (retrospectively w.e.f January 11, 2016) by APERC is awaited. 
Availability of coal linkages: The annual requirement of coal for the project is about 4.624 MTPA (assumed at 80% PLF). 
The GCV (Gross Calorific Value) of coal specified is for ‘G10-G13’ grade coal (GCV of 3400 – 4600 kcal/kg on 5% moisture 
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basis) and guaranteed station Heat rate of 2269.82 kcal/ kWh. HNPCL has signed fuel supply agreement with MCL in 
August 2011 for supply of 4.624 MTPA *Annual contracted quantity (ACQ)+ ‘G10-G13’grade coal. The price of coal would 
be as notified by Coal India Limited (CIL) from time to time. The plant is near two well-developed ports (Gangavaram Port, 
Vizag Port) and company can use imported coal to meet the short fall, if any.   

Coal transportation - Permission to use NTPC’s railway network: HNPCL had plans to connect its plant to the nearest 
railway station (Jaggayyapalem) through railway siding route. The total distance is 23 KM to be constructed in two stages. 
i.e. Stage_1- NTPC intersection point to HNPCL plant site which is 5 Km and in Stage 2- Jaggayyapalem to NTPC 
Intersection plant which is 19 Km. HNPCL had placed order to construct the railway sliding (5km) which would be 
completed in the next 6 months. Currently, HNPCL is transporting coal via road from Bayyavaram/ Kantakapali railway 
station which is 50 km from the plant location. On implementation of the railway sliding, cost per unit is likely to be 
lowered by approx. 20-24 paisa per unit.  .  

Key Rating Weaknesses 
Counter party Risk 
HNPCL may be exposed to risk due to the weak financial health of state power distribution utilities in the state of AP. 
Following table gives a brief snapshot of APDISCOMs: 

Rs in crore 

Particulars (based on FY16 financials)  EPDCL SPDCL 

Total Income 8796.41 14928.67 

PAT -471.8 -3429.89 

Aggregate Technical and Commercial losses 5.48% 8.48% 
EPDCL = Eastern Power Distribution Company of Andhra Pradesh Limited 
SPDCL = Southern Power Distribution Company of Andhra Pradesh Limited 

However, going forward, with Andhra Pradesh being a part of UDAY scheme which involves financial restructuring of debt 
of power distribution companies it is likely that the payments from the offtakers would be received in timely manner to 
an extent. 

Demand supply mismatch 
In addition to the off-taker risk, there exists demand supply mismatch with respect to power demand and availability. As 
per the order of retail supply tariffs for FY17 from Andhra Pradesh electricity regulatory commission (APERC), based on 
the pre-arranged supply sources, the energy availability in Andhra Pradesh for FY17 is computed at 66838 MU as against 
requirement of 57564 MU indicating surplus for the year FY17. 
 
Analytical approach: Standalone  
 
Applicable Criteria 
Criteria on assigning Outlook to Credit Ratings 
CARE’s Policy on Default Recognition 
Rating Methodology: Factoring Linkages in Ratings 
Financial ratios – Non-Financial Sector 
Rating methodology for private power producers 
 
About the Company 
HNPCL, a Special Purpose Vehicle (SPV) promoted by Hinduja Group, has developed a coal based sub-critical thermal 
power project of 1,040 MW (2 x 520) in Village Palavalasa, Dist. Vishakhapatnam, Andhra Pradesh (AP). Hinduja Group 
Companies viz. Hinduja Energy India Ltd. (holding company in the energy vertical of the Hinduja Group), Hinduja Energy 
Ltd. – Mauritius and Machen Development Corporation, have contributed over 95% of the equity stake in HNPCL.  
The total project cost estimated has increased by 55% from Rs.5,545 crore to Rs. 8,580 crore primarily on account of the 
damage caused due to the cyclone (Hudhud) which hit Vishakhapatnam in October, 2014 implementation of design 
changes/ additional packages as recommended by Expert Appraisal Committee (EAC) of MoEF (Ministry of Environment 
and Forest), duty and taxes pending receipt of final MPP status (earlier taxes were not being projected on account of 
Mega Power Project status expected to be received) and increase in IDCs on account of delay in the project etc. 
Initially, HNPCL had envisaged six months gap between the project COD of Unit 1 and Unit 2. The COD of Unit 1 was 
achieved on January 11, 2016 and of Unit 2 on April 30, 2016. The entire project cost is funded in Debt: Equity ratio of 
70:30 (changed from 75:25). The total project cost has been incurred except the EPC contract retention money to be 
given in next year (Rs. 479 crore) and the cost for railway sliding construction of Rs. 190 crore which would be funded 
through debt which is expected to be completed by March 31, 2018. 
For FY16 (refers to the period April 1 to March 31), HNPCL reported a total income of Rs. 217.19 crore (Rs. 0.17 crore in 
FY15) and Net Loss of Rs. 157.88 crore (Rs. 12.01 crore in FY15). 

http://www.careratings.com/upload/NewsFiles/GetRated/Outlook%20Criteria.pdf
http://www.careratings.com/pdf/resources/CAREPolicyonDefaultRecognition.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Factoring%20Linkages%20in%20Ratings.pdf
http://www.careratings.com/pdf/resources/FinancialratiosNonFinancialSector.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Private%20Power%20Producers.pdf
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Status of non-cooperation with previous CRA: Not Applicable 
 
Any other information:  Not Applicable 
 
Rating History for last three years: Please refer Annexure-2 
 

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This 
classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome to write to 
care@careratings.com for any clarifications. 

 

Analyst Contact: 
Name: Ravi Kumar Dasari 
Tel: 022-6754 3456 
Board: 022- 6754 3421 
Email: ravi.kumar@careratings.com  
 

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com 

 

About CARE Ratings: 

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating 
agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit 
Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market 
built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to raise capital 
for their various requirements and assists the investors to form an informed investment decision based on the credit risk and their own 
risk-return expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed by the 
methodologies congruent with the international best practices.   

Disclaimer 

CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the concerned bank 
facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on information obtained from sources believed by it to 
be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not 
responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank 
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.  

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is based on the capital deployed by the 
partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo 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. 

 

mailto:ravi.kumar@careratings.com
http://www.careratings.com/
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Annexure-1: Details of Instruments/Facilities 

 

Name of the  
Instrument 

Date of  
 Issuance 

Coupon  
 Rate 

Maturity   
 Date 

Size of the Issue  
 (Rs. crore) 

Rating assigned 
along with Rating 

Outlook 

Term Loan-Long Term - - March 2027 5985.00 CARE BBB+; 
Stable  
  

Fund-based - LT-Cash 
Credit 

- - - 1290.00 CARE BBB+; 
Stable  
  

 
 
Annexure-2: Rating History of last three years  
 

Sr. 
No. 

Name of the 
Instrument/Bank 

Facilities 

Current Ratings  Rating history 

Type  
   
    
  

Amount 
Outstanding   
 (Rs. crore)  

Rating 
 
 

 

Date(s) & 
Rating(s) 

assigned in 
2017-2018 

Date(s) & 
Rating(s) 

assigned in 
2016-2017 

Date(s) & 
Rating(s) 

assigned in 
2015-2016 

Date(s) & 
Rating(s) 

assigned in 
2014-2015 

1. Term Loan-Long Term LT 5985.00 CARE 
BBB+; 
Stable 

        -         - 1)CARE 
BBB+  
(18-Jan-16) 
 

1)CARE 
BBB+  
(30-Mar-15) 
 

2. Fund-based - LT-Cash 
Credit 

LT 1290.00 CARE 
BBB+; 
Stable 

        -         -         -         - 
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CONTACT 
Head Office Mumbai 

Mr. Mehul Pandya 
Cell: +91-98242 56265 

E-mail: mehul.pandya@careratings.com 
 

Mr. Saikat Roy 
Cell: + 91 98209 98779 

E-mail: saikat.roy@careratings.com 

 

CREDIT ANALYSIS & RESEARCH LIMITED 

Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022 

Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com 

 

AHMEDABAD 
Mr. Deepak Prajapati 
32, Titanium, Prahaladnagar Corporate Road, 
Satellite, Ahmedabad - 380 015 
Cell: +91-9099028864 
Tel: +91-79-4026 5656 
E-mail: deepak.prajapati@careratings.com 
 
BENGALURU 
Mr. Deepak Prajapati 
Unit No. 1101-1102, 11th Floor, Prestige Meridian II, 
No. 30, M.G. Road, Bangalore - 560 001. 
Cell: +91-9099028864 
Tel: +91-80-4115 0445, 4165 4529 
E-mail: deepak.prajapati@careratings.com 
 
CHANDIGARH 
Mr. Sajan Goyal 
SCF No. 54-55, 
First Floor, Phase 11, 
Sector 65, Mohali  - 160062 
Chandigarh 
Cell: +91 99888 05650 
Tel: +91-172-5171 100 / 09 
Email: sajan.goyal@careratings.com 
 
CHENNAI 
Mr. V Pradeep Kumar 
Unit No. O-509/C, Spencer Plaza, 5th Floor, 
No. 769, Anna Salai, Chennai - 600 002. 
Cell: +91 98407 54521 
Tel: +91-44-2849 7812 / 0811 
Email: pradeep.kumar@careratings.com 
 
COIMBATORE 
Mr. V Pradeep Kumar 
T-3, 3rd Floor, Manchester Square 

Puliakulam Road, Coimbatore - 641 037. 

Tel: +91-422-4332399 / 4502399 

Email: pradeep.kumar@careratings.com 
 
 
 
 
 
 
 
 
 

HYDERABAD  
Mr. Ramesh Bob 
 401, Ashoka Scintilla, 3-6-502, Himayat Nagar, 
Hyderabad - 500 029. 
Cell : + 91 90520 00521 
Tel: +91-40-4010 2030 
E-mail: ramesh.bob@careratings.com 
 
JAIPUR 
Mr. Nikhil Soni 
304, Pashupati Akshat Heights, Plot No. D-91, 
Madho Singh Road, Near Collectorate Circle, 
Bani Park, Jaipur - 302 016. 
Cell: +91 – 95490 33222 
Tel: +91-141-402 0213 / 14 
E-mail: nikhil.soni@careratings.com 
 
KOLKATA 
Ms. Priti Agarwal 
3rd Floor, Prasad Chambers, (Shagun Mall Bldg.) 
10A, Shakespeare Sarani, Kolkata - 700 071. 
Cell: +91-98319 67110 
Tel: +91-33- 4018 1600 
E-mail: priti.agarwal@careratings.com 
 
NEW DELHI 
Ms. Swati Agrawal 
13th Floor, E-1 Block, Videocon Tower, 
Jhandewalan Extension, New Delhi - 110 055. 
Cell: +91-98117 45677 
Tel: +91-11-4533 3200 
E-mail: swati.agrawal@careratings.com 
 
 
PUNE 
Mr.Pratim Banerjee 
 9th Floor, Pride Kumar Senate, 
Plot No. 970, Bhamburda, Senapati Bapat Road, 
Shivaji Nagar, Pune - 411 015. 
Cell: +91-98361 07331 
Tel: +91-20- 4000 9000 
E-mail: pratim.banerjee@careratings.com 
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