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Rating Downgraded
Total Bank Facilities Rated Rs.5.70 crore
. SMERA B/ Stable (Downgraded from SMERA
Long Term Rating B+/Stable)

Rating Rationale

SMERA has downgraded the long term rating to ‘SMERA B’ (read as SMERA B) from ‘SMERA B+’ (read as
SMERA B Plus) on the Rs. 5.70 crore bank facilities of Rajpet Energy LLP. The outlook is ‘Stable’.

Rajpet Energy LLP was incorporated as a Limited Liability Partnership in June, 2016 by Mr. Prasad Reddy
Kambam, Mr. R.H. Kasturi, Mr. R.H. Jayaram Reddy and others. The firm runs a solar power plant in Kolar
District, Karnataka. There was delay in implementation of the solar power plant with consequent reduction
in the power tariff, which impacted the financial/repayment capability of the firm. The sister concern of
REL, Raygen Power Private Limited has also set up a solar power of 3.3 MW in Kolar District of Karnataka.

Strengths
Experienced Management

The management of both the entities have in the past executed three solar power projects aggregating 18.5
MW and are engaged in the setting up of solar power facilities for the last 15 years.

Low Offtake Risk due to Presence of Power Purchase Agreement (PPA)

REL and RPPL have entered into a 25 year PPAs at a fixed tariff of Rs. 6.51 crore per unit (kWh). This
substantially mitigates any offtake risk associated with the projects. Further, the PPA is also secured by an
irrevocable revolving LC opened by the Transco/Discom in favour of the firm.

Presence of a Debt Service Reserve Account (DSRA) and Escrow Mechanism

The bank facilities are backed by a Debt Service Reserve Account (DSRA) in the form of a fixed deposit,
equivalent to one quarter’s interest and principal for servicing the debt obligation.

In addition, the bank facilities are supported by an escrow account through which all receipts from the
Discoms shall be routed to an Escrow Account. The order regarding the manner in which funds shall be
utilised has been clearly laid down. Further, surplus funds can be withdrawn only if a DSCR of 1.2 times is
maintained based on the previous year’s audited balance sheet.

Weaknesses
Exposure to regulatory risks

The firm is exposed to risks associated with changes in government regulations. Currently, all State
distribution companies (discoms) are required to procure a minimum of 15 per cent power from
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renewable sources. In case of changes in norms or decline in price of solar power in the state, the
counterparties may choose to withdraw from the PPA. Further, other regulatory and political changes,
including stability of the government will continue to remain key rating sensitivities.

Downward revision of tariff

The debt servicing ability of the entities is subject to the timely completion of the projects. Project delay
resulted in revision of tariff rates from Rs. 8.40 to Rs.6.51 per unit thereby affected the entities’ ability to
service its debt obligations.

Modest Scale of Operations

The overall scale of operations of the RR group is expected to remain modest on account of the following
factors:

i. No scope of capacity expansion
ii. Low Plant Load Factor of 18-20%.
iii. No price escalation clause in the PPA.

Analytical approach:
SMERA has consolidated the risk profiles of Raygen Power Private Limited and Rajpet Energy LLP due to
significant business and financial synergies among them.

Outlook - Stable

SMERA believes that REL will maintain a Stable outlook on account of the low offtake risk arising out of the
Power Purchase Agreements and the Waterfall Mechanism. The outlook may be revised to ‘Positive’ in case
of higher than expected infusion of funds by the promoters along with substantial decline in operating
costs. Conversely, the outlook may be revised to ‘Negative’ in case of delay in revenues from PPA party and
in case of significant increase in gearing.

About the Rated Entity - Key Financials

Unit FY17 (Actual) FY16 (Actual) * FY15 (Actual)
Operating Income Rs. Cr. 0.33 0.00 NA
EBITDA Rs. Cr. 0.12 0.00 NA
PAT Rs. Cr. (0.01) 0.00 NA
EBITDA Margin (%) 35.56 NA NA
PAT Margin (%) (3.21) NA NA
ROCE (%) 0.78 (7.58) NA
Total Debt/Tangible Net Worth Times 2.50 0.00 NA
PBDIT/Interest Times 1.44 NA NA
Total Debt/PBDIT Times 116.12 NA NA

*Limited Liability Partnership incorporated in June, 2016,
Any other information:
Not Applicable

Applicable Criteria
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 Default Recognition - https://www.smera.in/criteria-default.htm
e Manufacturing Entities - https://www.smera.in/criteria-manufacturing.htm
« Financial Ratios And Adjustments - https://www.smera.in/criteria-fin-ratios.htm
Note on complexity levels of the rated instrument
https://www.smera.in/criteria-complexity-levels.htm
Status of non-cooperation with previous CRA (if applicable)
None
Rating History (Upto last three years)
Amount .
Date Facilities (Rs. Long Term Rating
Term Loan 5.50 SMERA B+ (Assigned) Stable
7 Dec, 2016 Bank Guarantee 0.15 SMERA A4 (Assigned) -
Proposed Working 0.05 SMERA B+ (Assigned Stabl
Capital Term Loan ' + (Assigned) table
Annexure - Details of instruments rated
rens Date of Coupon Maturity |Size of the Issue .
Name of the Facilities Issuance Rate Date (Rs. Crore) Ratings/Outlook
Not Not Not SMERA B/
Term Loan Applicable | Applicable | Applicable 3.60 Stable
Not Not Not SMERA B/
Proposed Term Loan Applicable | Applicable | Applicable 2.10 Stable
Contacts:
Analytical Rating Desk

Suman Chowdhury,
President- SMERA Bond Ratings
Tel: 022-67141107

Email: suman.chowdhury@smera.in

Disha N. Parmar,

Rating Analyst

Tel: 022-67141120

Email: disha.parmar@smera.in

Varsha Bist,

Manager - Rating Desk

Tel: 022-67141160

Email: varsha.bist@smera.in

ABOUT SMERA

Registered Office: 102, Sumer Plaza, Marol Maroshi Road, Marol, Andheri (East), Mumbai - 400 059
CIN: U74999MH2005PLC155683 | SEBI Permanent Registration No.: IN/ CRA /006 / 2011




SMERA BOND RATINGS SMERA

BONDS ® COMMERCIAL PAPER ® BANK LOANS

SMERA Ratings Limited is a joint initiative of SIDBI, Dun & Bradstreet Information Services India Private Limited
(D&B) and leading public and private sector banks in India. SMERA is registered with SEBI as a Credit Rating Agency
and accredited by Reserve Bank of India. For more details, please visit www.smera.in.

Disclaimer: A SMERA rating does not constitute an audit of the rated entity and should not be treated as a recommendation or
opinion that is intended to substitute for a financial adviser's or investor's independent assessment of whether to buy, sell or hold any
security. SMERA ratings are based on the data and information provided by the issuer and obtained from other reliable sources.
Although reasonable care has been taken to ensure that the data and information is true, SMERA, in particular, makes no
representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness of the information relied
upon. SMERA is not responsible for any errors or omissions and especially states that it has no financial liability whatsoever for any
direct, indirect or consequential loss of any kind arising from the use of its ratings. SMERA ratings are subject to a process of
surveillance which may lead to a revision in ratings as and when the circumstances so warrant. Please visit our website
(www.smera.in) for the latest information on any instrument rated by SMERA.
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