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Ratings
A Amount L1 . .
Facilities Rating Rating Action
(Rs. crore)
338.43 CARE A; Negative Removed from Credit watch
Long-term Bank Facilities ' (Single A; Outlook: and Revised from CARE A+
(reduced from 352.00) . .
Negative) (Single A plus)
Removed from Credit watch
- CARE A2+ )
Short-term Bank Facilities 131.0 and Revised from CARE Al+
(A two plus)
(A one plus)
469.43
Total Facilities (Rs. Four Hundred and Sixty Nine
crore and Forty Three lacs only)
Outstanding NCD issue 100.0 CARE A; Negative Removed from Credit watch
(Single A; Outlook: and Revised from CARE A+
Proposed NCD issue 180.0 Negative) (Single A plus)
Commercial Paper 0.0 - Withdrawn
280.0
Total Instruments (Rs. Two Hundred and Eighty
crore only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers
India Power Corporation Ltd (IPCL) is a power distribution licensee in the state of West Bengal with investments in power

distribution, power generation and other allied activities, primarily through its group companies.

The revision in ratings of IPCL takes into account the moderation in the financial risk profile of the company during FY16 &
9MFY17 and stressed power industry scenario.

The ratings however continue to draw strength from the long business experience & successful track record of the
promoters, low business risk due to regulated operation, low Transmission & Distribution (T&D) loss, fully metered supply
with satisfactory collection efficiency.

The ratings are constrained by exposure to regulatory risks, low power prices and exposure (fund based — Rs.319 crore &
non-fund based — Rs.3,022 crore) in the group power generating companies having high power off take risk, coupled with
risks associated with project implementation.

Ability of the company to complete the projects on a timely manner, improvement in the power offtake scenario and
reduction in the current debt levels, followed by finalization of tariff by WBERC in a timely manner are the key rating
sensitivities.

The ratings have been removed from credit watch post analyzing the impact of acquisition of Meenakshi Energy Ltd. on
the company.

Outlook Negative:

The outlook on the long term rating is negative on expectation of deterioration in financial risk profile due to high debt
levels in IPCL and power offtake risk in its group power generating companies. The outlook may be revised to stable in the
event of reduction in the current debt levels with better visibility of the power selling arrangements.

For arriving at the ratings, CARE has combined the business and financial risk profile of IPCL and its group companies
companies [India Power Corporation (Haldia) Ltd, Meenakshi Energy Ltd, India Power Corporation (BodhGaya) Ltd] as
they are operating under common management and have strong financial linkages.

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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Detailed Description of key rating drivers

Key Rating Strengths

Group support & experienced promoters with long track record of operation

IPCL belongs to the Kolkata-based Srei Group, an established business house mainly engaged in construction equipment
and infrastructure financing. IPCL was incorporated in 1919 to supply power in its licensed area comprising of industrial
belts of Asansol, West Bengal.

Low business risk due to regulated nature of operations

Under the WBERC Tariff Regulations 2011, the tariff is determined depending on the expected cost of operations and a
fixed return on equity approved gross fixed assets is allowed to IPCL (i.e. 15.5% on generation and 16.5% on distribution)
based on the Annual Revenue Requirements (ARR) filed by the company with WBERC.

The company had Rs.180.65 crore outstanding as on March 31, 2016 towards Fuel and Power Purchase Cost Adjustment
(FPPCA) account against which APR has been approved till FY12. WBERC has recently allowed Rs.27.95 crore of FPPCA to
be recovered through tariff in four equal instalments starting from March 01, 2017.

Lower level of T&D loss
T&D loss continued to remain low at 2.31% in FY16 (2.31% in FY15) and well within permissible regulatory norm of 5.25%.

Full metered supply with satisfactory collection efficiency

IPCL’s collection efficiency has remained excellent over the years. In case of the regulated business the same was at
99.0% in FY16 vis-a-vis 98.5% in FY15. However, considering collection from wind mill operations, which were transferred
to IPCL (as part of reverse merger) during FY14, collection efficiency was ~94% in FY16. This is because revenue from
Rajasthan based wind mills (60 MW) are collected with lag of 2-3 months.

Key Rating Weaknesses

Exposure to regulatory risks

Majority of IPCL’s power is being supplied to high-tension (HT) consumers. With the Open Access Regulations in place,
IPCL may face significant demand uncertainty in this aspect as the possibility of existing consumers approaching its
competitors (i.e. DVC & WBSEDCL) for direct sale of power cannot be ruled out in future. However, that entails cost of
setting up new transmission lines in IPCL’s area and permission from Regulatory Authority.

Proposed capex in IPCL

IPCL proposes to construction 132 kV transmission line and supply of 3-Phase, 132 kV power to Eastern Railway at the
Pandabeswar Traction Sub-station and to various prospective industrial customers in and around Dhasal and Ikhra area
(well within the licensed area of IPCL) for a total cost of Rs.75 crore (75:30 debt-equity ratio). IPCL has incurred Rs.1.3
crores till March 2017 and the project is expected to commission in Q2FY19.

Power Off take risk in its group power generating companies
IPCL has made an investment of Rs.307 crore (as on March 31, 2017) in IPCL-Haldia and has extended corporate
guarantee for loans (~Rs. 3,022 crore) availed by Meenakshi Energy Ltd.

IPCL-Haldia is setting up a thermal power plant of 450MW in Haldia district of West Bengal at an project cost of Rs.3,307
crore (revised from Rs.2,656c¢r); being financed in the debt equity ratio of 70:30. The first unit of the project (150 MW)
was synchronized in March 2017 (revised from envisaged timeline of Sep’16) and the remaining 300 MW is expected to
be commissioned (in phases) by Oct’17. Till Sep 30, 2016, the company has expended Rs.2,933 crore (89% of the Total
Project Cost) financed out of debt of Rs.1,726cr, creditors/others of Rs.205cr and Rs.1,002cr out of equity. The company
currently does not have any long term Power Purchase Agreement (PPA). However in the interim, the company has
signed short term PPA of 130 MW for tenure of 3 months (approved by WBERC). Given the power offtake risk on account
of inadequate long term power offtake arrangements with repayment of loans commencing in FY18, the debt coverage
indicators remain weak. However the company has requested the lenders to extend the repayment schedule based on
revised COD.

MEL is currently operating 300MW (Phase 1) thermal power project in Andhra Pradesh, with 700MW (Phase Il) of capacity
under construction. The project cost for Phase Il amounts to Rs.5,500 crore (rationalized from Rs.6,073 cr post takeover
from the earlier management) being funded in a favourable debt equity ratio of 42:58. The company has already incurred
Rs.4,001 crore till Sep.30, 2016. Of the remaining Rs.1,500 crore to be incurred on the project, MEL has undrawn tied-up
debt of Rs.172 crore and cash & bank balance of Rs.1,429crore as on Sep.30, 2016. The project is expected to be
commissioned (in phases) by March 2018.

MEL currently has short term PPA’s (Phase |) for 270MW, which is scheduled to end in May 2017. The company however
has received a LoA from AP Discom for 200MW of capacity for tenure of 12 years, awaiting execution of PPA against the
same. For Phase Il, the company doesn’t have any PPA. Phase Il of the project has faced significantly time overruns in the
past. Timely completion of the project along with signing of long term PPA for the phase Il of the project would be crucial
for the performance of the company.
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Nevertheless, in view of current power market scenario, low power offtake by Discoms under PPAs and inordinate delays
in payment of power procured under PPAs, the management is of the view that the long term PPAs are rather not in the
interest of the generating companies. Further, in order to improve competitiveness and viability, various steps have been
taken by the management for reducing the power generation cost.

Financial risk profile marked by decline in the profitability during FY16 & 9MFY17, with high gearing ratios

Revenue for sale of power witnessed ~7% decline (y-o-y basis) in FY16 mainly due to decline in the sale of power (units)
for the regulated (HT/LT). The profitability of the company was impacted in FY16 mainly due to significant increase in
interest cost during FY16 on account of increase in debt levels. Debt levels of the company increased from Rs.538.5 crore
as on March 31, 2015 to Rs.856.2 crore as on March 31, 2016. As a result, interest coverage significantly deteriorated
from 2.12x in FY15 to 0.98x in FY16.

Despite lower PBILDT and significant increase in interest cost, PBT level increased during FY16 due to income of Rs.52.8
crore pertaining to interest recoverable from IPCL-Haldia (which is non-cash in nature). GCA remained low (though
positive) at Rs.1.3 crore during FY16.

Overall gearing further deteriorated from 2.26x as on Mar 31, 2015 to 2.97x as on Mar 31, 2016 due to increase in debt.
Average utilization of the working capital limit was ~62% during March 2016 to February 2017.

During 9MFY17, the company has reported PAT of Rs.11.1crore [includes income of Rs.63.5 crore pertaining to interest
recoverable from IPCL-Haldia] on a total Operating Income of Rs.358.3 crore. The company has also received Rs.267.4
crore from ENGIE Global Developments B.V as consideration towards completion of takeover of MEL. Going forward, debt
coverage indicators would remain moderate on account of higher interest costs vis-a-vis level of cash flows.

Analytical approach: Consolidated [IPCL and its group companies - IPCL (Haldia), MEL and IPCL (Bodhgaya)]

Applicable Criteria
CARE’s Policy on Default Recognition

Criteria on assigning Outlook to Credit Ratings

Criteria for Short Term Instruments

Rating Methodology-Manufacturing Companies

Financial ratios — Non-Financial Sector
Rating Methodology - Infrastructure Sector Ratings

About the Company

IPCL [erstwhile DPSC Ltd (DPSC)] is currently engaged in transmission & distribution of power across its licensed area,
spread over 618 sq. km across Asansol to Ranigunj industrial belts of West Bengal. IPCL has a distribution network in three
circles (Dishergarh, Seebpore and Luchipur) with connected load of about 250 MVA. IPCL was a licensee under the
provisions of the Indian Electricity Act, 1910 (since repealed) and had become a deemed licensee in terms of the first
provision to section 14 of the Act. It is currently operating as per the provisions of the West Bengal Electricity Regulatory
Commission (WBERC) Regulations, 2011.

In 2010, Kanoria family of Kolkata-based SREI Group acquired DPSC through its investment company, India Power
Corporation Ltd (erstwhile IPCL) from Andrew Yule & Co. Ltd. In 2013, erstwhile IPCL got merged into DPSC and
subsequently the name of DPSC was changed to IPCL.

As on March 31, 2017, IPCL has investments (Equity/CCPS/FCCD) to the tune of Rs.319 crore (Rs.598 crore as on Mar’16)
in its group companies, with major exposure in India Power Corporation (Haldia) Ltd (IPCL-Haldia) of Rs.307 crore (Rs.592
crore as on Mar’16).

During FY17, IPCL had acquired the entire equity stake (95.1% with face value of Rs.3,812 crore) of Engie Global
Developments B.V. (Engie) in Meenkashi Energy Limited (MEL; erstwhile Meenkashi Energy Private Limited), for a price
consideration of $1 (about Rs.67) and completed the acquisition process in Sep’16. MEL is implementing coal-based
thermal power plants in Andhra Pradesh (in two phases); of which 300MW is operational since April 2013 and 700MW (2
X 350MW) is under implementation phase.

In FY16, IPCL achieved PAT (after defd tax) of Rs.31.9 crore (Rs.24.2 crore in FY15) on a Total Operative Income of
Rs.585.6crore (Rs.627.4 crore in FY15).

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2
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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: Vineet Chamaria

Tel # 033 4018 1609
Mobile #9051730850
Email: vineet.chamaria@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.

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity SIZTS:::he Rating assigned along
Instrument Issuance Rate Date with Rating Outlook
(Rs. crore)
Fund-based - LT-Cash Credit - - - 150.00 CARE A; Negative
Non-fund-based - ST-BG/LC - - - 131.00 CARE A2+
Fund-based - LT-Term Loan - - March 2031 188.43 CARE A; Negative
D § -
ebentures-Non Convertible - - Proposed 180.00 CARE A; Negative
Debentures
Debent -Non C tibl
ebentures-on Lonvertivle - - September 2022 | 100.00 CARE A; Negative
Debentures
Short Term Instruments-CP/STD - - - 50.00 Withdrawn
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Current Ratings Rating history
Name of the Type Rating Date(s) & Date(s) & Date(s) & Date(s) &
Sr. Amount . . . .
Instrument/Bank . Rating(s) Rating(s) Rating(s) Rating(s)
No. - Outstanding . . . . . . . .
Facilities (Rs. crore) assigned in 2017-|assigned in| assigned in |assigned in
’ 2018 2016-2017 | 2015-2016 |2014-2015
1)CARE A+
Fund-based - LT-Cash CARE A; ﬂEA:tEv'Z; (Un\(/jvertcr:;emt LICARE A+
g, | runarased - BRESh |y 150.00 o v . atch) |(28-0ct-14)
Credit Negative (18-May-17) (22-Mar-16)
2)CARE A+
(05-Aug-15)
1)CARE Al+
Non-fund-based - ST LICARE A2+ (Un\;jvzrtg:;dlt 1JCARE AL+
: il I ) 18-May-17 - 28-Oct-14
2 BG/LC ST 131.00 CARE A2+ | | ay-17) (22-Mar-16) ( ct-14)
2)CARE Al+
(05-Aug-15)
1)CARE A+
Debentures-Non CARE A; 11\)122:5\2; (Un\;jv‘i:\iff:)edlt LICARE A+
) A ) ’ - 28-Oct-14
3 Convertible Debentures| LT 180.00 Negative (18-May-17) (22-Mar-16) ( )
2)CARE A+
(05-Aug-15)
1)CARE A+
Debentures-Non CARE A 1I\iggt':?tEiv'Z; (Un\(lj\leatcfl:)edlt LICARE A+
ures- .
. . ! - 28-Oct-14
4 Convertible Debentures| LT 100.00 Negative (18-May-17) (22-Mar-16) ( )
2)CARE A+
(05-Aug-15)
1)CARE A+
Fund-based - LT-Term CARE A; ﬂgg:tﬁv‘: (Un\(/jvzrtccrz;edlt LICARE A+
) i o ) ’ - 28-Oct-14
> Loan LT 188.43 Negative (18-May-17) (22-Mar-16) ( )
2)CARE A+
(05-Aug-15)
1)CARE Al+
Short Term 1)Withdrawn (U”\‘,jvirtccr:;ed't 1)CARE A1+
. - - 18-May-17 - 28-Oct-14
® 1 Instruments-cp/sto | T (18-May-17) (22-Mar-16) |280t-14)
2)CARE Al+
(05-Aug-15)
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