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Ratings
Facilities Amount (Rs. Crore) Ratings’ Rating Action
- 121.08 CARE BBB-; Stable .
Long term Facilities (enhanced from Rs. 6.00 crore) (Triple B Minus; Outlook: Stable) Reaffirmed
CARE BBB-; Stable/ CARE A3
Lon-g-t.erm/ Short-term 2.50 (Triple B Minus; Outlook: Stable/ Assigned
Facilities
A Three)
123.58

Total facilities (Rs. One Hundred Twenty Three

crore and Fifty Eight lakh only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The ratings assigned to the bank facilities of KPI Global Infrastructure Limited (KPIL) continue to derive strength from the
experienced and resourceful promoter group, low off take and counterparty credit risk on account of long term Power
Purchase Agreement (PPA) with reputed corporates for the entire existing and upcoming capacity of 15MW and 25MW
respectively, established infrastructure for evacuation of power with timely receipt of payments from the off-takers. The
ratings also take cognizance of favorable locational advantage of the solar power plant, satisfactory capacity utilisation
factor (CUF), comfortable financial profile and favorable policy framework for solar power generation business on the
back of various government-led reforms and incentives to encourage investments in this segment.

The ratings, however, continue to remain constrained on account of limited operational track record of its existing
15MW power plant, implementation & stabilisation risk associated with the upcoming solar plant of 25 MW, risk
pertaining to continuity of PPA agreement and susceptibility of its profitability to fluctuation in interest rates, variation
in climatic conditions & technological risk associated with the solar power plants.

The ability of KPIL to achieve and sustain the envisaged generation levels from its existing power plant, increase its scale
of operations from the captive power production (CPP) segment, timely receipts of payments from the off takers and
control over operations and maintenance (O&M) expenses shall be the key rating sensitivities. Further, timely
commissioning and stabilization of upcoming 25MW solar power plant without any cost and time overrun shall also be
critical.

Detailed description of the key rating drivers

Key Rating Strengths

Experienced and resourceful promoter group: Mr Faruk Patel is the Chairman cum Managing director of KPIL and
founder of the KP Group. He has an experience of more than 18 years in diversified sectors including solar and wind
energy space. The group has diversified operations in Renewable Energy (Solar & Wind). Since inception, the group has
executed more than 100 MW of solar power plants under engineering, procurement and construction (EPC) mode
before installation of their first independent power production. Further, the promoter group is supported by the
experienced professionals, forming the strong second line of business.

Favorable geographical presence of the solar power plant: KPIL's existing solar power plant of 15 MW (Unit 1) is located
at Sudi & Tanchha village, Bharuch, Gujarat and the proposed solar power plant of 25MW (Unit II) is also being set up at
the same location. The project location has good irradiation level and easy availability of water for maintenance
requirement. Furthermore, the project is erected on black cotton soil land, which results in comparatively lower dust
thus, reducing the annual maintenance cost and higher CUF levels. The operational 15 MW solar power plant
(commissioned in a phase manner) generated a CUF of 20.70% and 19.02% in FY18 and FY19 respectively.

Established infrastructure for evacuating power: KPIL has established a 13.25 km long 66 KV transmission line suitable
for double circuit of ‘panther’ conductors enabling transmission up to 100 MW capacity of power. The infrastructure is
utilized to generate revenue from IPP and CPP customers. KPIL at present has obtained evacuation approval from GETCO
for transmitting power up to 40 MW through the said transmission line and has filed an application for transmitting an
additional 10 MW.

Long-term revenue visibility with off-take arrangement in the form of PPA: KPIL has entered into a long-term PPA with
reputed corporates for supply of power generated from its operational 15 MW plant and upcoming 25MW for a period

1Complet‘e definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.
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of 3 years (option to renew till 15 years) and 15 to 20 years respectively. The counterparty risk is considered low,
especially given strong credit profile of the off-takers.

Strong revenue rates per unit, provides healthy operating income and profitability: KPIL offers a discount
(approximately 7%) on the prevailing per unit price of the power charged by the DISCOMs. This provides strong revenue
rate at an average of Rs 6.17 per unit, thereby providing healthy revenue and profitability.

Moderate scale of operations and healthy profitability: KPIL operates on a moderate scale with major income in the
past was earned from sale of plots for development of solar power plants. During FY18, sale of land plots remained a
major activity and it contributed around 62% of Total Operating Income (TOI) of KPIL during FY18. Going forward, KPIL is
envisaged to discontinue land sale operations and sale of solar power from its combined capacity of 40 MW is envisaged
to contribute a major share of TOI. KPIL’s profitability remained healthy on account of substantial margin earned on sale
of plots. During FY18, PBILDT margin, albeit moderated due to reduction in sale of land plots, remained healthy at above
55% on account of scaling up of operations of solar power project and captive power production (CPP) sales.

As per provisional results for H1FY19, KPIL reported total sales of Rs.14.21 crore and PAT of Rs.3.87 crore.

Low leverage and moderate debt coverage indicators: The capital structure of the company remained comfortable
marked by the overall gearing of 0.99 times as on March 31, 2018. The debt coverage indicators (interest coverage and
total debt to gross cash accruals) also remained moderate at 7.07 times and 2.99 years respectively in FY18.

However, going forward, the overall gearing and debt coverage indicators are envisaged to deteriorate on account of
large size debt funded capex.

Liquidity Profile: As per the PPAs, KPIL raises an invoice for the solar power supplied on the basis of bill and credit
calculation sheet of DSICOM received from the buyer. There has been an established track record of payments within 30
to 45 days from the date of invoice. Receipt of monthly invoice reduces the need for working capital. KPIL has maintained
the cash and bank balance of Rs. 1.12 crore as on March 31, 2018. KPIL reported GCA of Rs.14.76 crore during FY18 which
were comfortable to discharge its debt obligations of FY18.

Key Rating Weakness

Implementation & stabilisation risk associated with solar power plant of 25 MW: KPIL is setting up an additional 25MW
solar power plant with the estimated project cost of Rs.126 crore funded in the debt equity ratio of 2.15 times. KPIL has
achieved financial closure for the project and the scheduled date of commencement of operations is July 01, 2019. Till
March 14, 2018, KPIL had incurred 31% of total project cost, which was funded out of IPO proceeds and unsecured loans
from promoters. Considering the size of the project, completion of the project within envisaged time and cost
parameters and stabilisation of operations by achieving envisaged CUF level is crucial.

Risk pertaining to terms and continuity of PPA agreement: The PPA executed by KPIL doesn’t have a lock-in period and
it can be terminated by either party by giving a six months’ notice. In case of few contracts, the PPA is to be renewed
after three years. Consequently, KPIL is exposed to risk arising out non continuity by any of the customer in the long
term.

Apart from above, KPIL has also provided minimum generation guarantee which is 20% of the expected output each
year, adjusted proportionately for solar irradiation. However, the risk is partly offset by charging higher rate per unit of
solar power, as compared to peers.

Interest rate fluctuation risk: The interest rate for the project debts is floating in nature thereby exposing the company
to fluctuations in the interest rates. Any adverse movement of interest rate could hamper the company's financial
profile and eventually its debt servicing capabilities.

Exposure to the risk of climate conditions and technological risk: Achievement of desired CUF going forward would be
subject to climatic conditions, extent of degradation of modules as well as other technological risks. The project is based
on thin film photovoltaic (PV) solar cells technology, which has a relatively short performance track record in Indian
conditions and consequently achievement of envisaged CUF levels remains crucial.

Analytical approach: Standalone

Applicable criteria

Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition

CARE’s methodology for Infrastructure sector ratings
CARE’s methodology for private power producers
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Financial ratios — Non-financial sector

About the company

Incorporated on February 01, 2018, KPIL is engaged in generation of solar power, both as an Independent Power
Producer (“IPP”) and Captive Power Producer (“CPP”) under the brand name of ‘Solarism’ at Sudi & Tanchha village,
Amod, Bharuch, Gujarat.

In 2016, KPIL commissioned its first solar power plant of 5 MW on a leased land and in 2017, KPIL commissioned another
solar power plant of 10 MW on owned land.

KPIL also develops, transfer, operate and maintain grid connected solar power projects for CPP customers and generate
revenue by selling these projects to third parties for their captive use requirements. In 2018, it has completed its first
CPP sales of 0.45 MW.

Brief Financials (Rs. crore) FY17 (A) FY18 (A)

Total operating income 26.02 31.58

PBILDT 17.46 18.20

PAT 5.39 7.39

Overall gearing (times) 1.13 0.90

Interest coverage (times) 10.43 7.07
A: Audited

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: Mr. Ujjwal Patel

Tel: 079 — 4026 5649

Cell: +91 8511193123

Email: ujjwal.patel@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.
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Annexure-1: Details of Instruments/Facilities
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Name of the Date of Coupon Maturity Size of the Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Fund-based - LT-Term NA NA July 2031 121.08 CARE BBB-; Stable
Loan
Non-fund-based - LT/ ST- NA NA NA 2.00 CARE BBB-; Stable /
Letter of credit CARE A3
Non-fund-based - LT/ ST- NA NA NA 0.50 CARE BBB-; Stable /
Bank Guarantees CARE A3
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No. Instrument/Bank Type Amount Rating | Date(s) & | Date(s) & | Date(s) & Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in | assigned in | assigned in | assigned in
2019-2020 | 2018-2019 | 2017-2018 | 2016-2017
1. |Fund-based - LT-Term LT 121.08 CARE 1)CARE BBB-; - - -
Loan BBB-; Stable /
Stable  |CARE A3
(16-Apr-19)
2. Non-fund-based - LT/ ST- | LT/ST 2.00 CARE - - - -
Letter of credit BBB-;
Stable /
CARE A3
3. [Non-fund-based - LT/ ST- | LT/ST 0.50 CARE - - - -
Bank Guarantees BBB-;
Stable /
CARE A3

CARE Ratings Limited
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Cell: + 91 98209 98779
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CARE Ratings Limited

(Formerly known as Credit Analysis & Research Ltd.)
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. V Pradeep Kumar

Unit No. 205 -208, 2nd Floor , Prestige Meridian 1, No. 30,
M. G. Road, Bengaluru - 560001

Cell: +91 98407 54521

Tel: +91-80-080-46625555

Email: pradeep.kumar@careratings.com

CHANDIGARH

Mr. Anand Jha

SCF No. 54-55,First Floor, Phase 11,
Sector 65, Mohali - 160062
Chandigarh

Cell: +91 85111-53511/99251-42264
Tel: +91- 0172-490-4000/01

Email: anand.jha@careratings.com

CHENNAI

Mr. V Pradeep Kumar

Unit No. 0-509/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: 491 — 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. Aakash Jain

9th Floor, Pride Kumar Senate,

Plot No. 970, Bhamburda, Senapati Bapat Road,
Shivaji Nagar, Pune - 411 015.

Cell: +91-81064 00001

Tel: +91-20- 4000 9000

E-mail: aakash.jain@careratings.com
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