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Rating Rationale

Acuite has reaffirmed its long-term rating to '"ACUITE BBB+' (read as ACUITE triple B plusa)nd short-term
rating to "ACUITE A2’ (read as ACUITE A two)on the bank facilities of Rs.3275 Cr. of The Durgapur Projects
Limited (DPL). The outlook remains *Stable’.

Rationale for Rating

The rating reflects the company’s steady business risk profile driven by moderate increase in revenue levels,
supported by long term PPA and comfort from the stake of GoWB. Despite decline in capacity utilizations and
PLF, scale of operations have improved marginally. With improvement in coal quality, operating margins have
improved slightly with Fuel Supply Agreements (FSAs) and captive mine, mitigating offtake risk regarding coal
procurement. The capex plans are expected to start in FY26 and complete as per timelines which will remain a key
monitorable factor along with its below average financial risk profile. The strengths are offset by regulated
industry operations in the electricity generation business, intensive working capital management and stretched
liquidity.

About the Company

The Durgapur Projects Limited (DPL) was incorporated in 1961 by acquiring all the assets and liabilities
of Durgapur Industries Board, under the administrative control of the Department of Power of the Government
of West Bengal (GoWB). Further, in December 2017, the GoWB restructured DPL as a wholly owned subsidiary
of West Bengal Power Development Corporation Limited (WBPDCL), which in turn is a 100 per cent undertaking
of the state government.

DPL was previously involved into multiple activities such as generation, distribution and transmission of power;
however, post the restructuring the company is solely into power generation since January 2019. As a part of the
restructuring scheme, the business of power transmission activities of DPL had been transferred and vested in
West Bengal State Electricity Transmission Company Limited (WBSETCL; rated at ACUITE A+/Stable) and the
business of power distribution activities have been transferred and vested in West Bengal State
Electricity Distribution Company Limited (WBSEDCL; rated at ACUITE BBB/Stable/A3+). Both, WBSEDCL and
WBSETCL are also wholly owned undertakings of the state government.

Presently, DPL has thermal power generation units aggregating to 550 MW and their sole customer is
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WBSEDCL. WBSEDCL caters to around 80 per cent of power needs in the state of West Bengal. Moreover, DPL
has 50 MGD water works which caters to the needs of industries and domestic requirements of water in and around

Durgapur apart from captive usage.

Unsupported Rating
ACUITE BB+/ Stable/ ACUITE A4+

Analytical Approach
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Acuité has taken a standalone view of the business and financial risk profile of DPL to arrive at the rating.
However, the rating factors in the support from the Government of West Bengal (GoWB), through its holding in
West Bengal Power Distribution Company Limited (WBPDCL) of which DPL is to become a wholly owned
subsidiary. The state government of West Bengal has provided guarantee for the loans taken by DPL from West
Bengal Infrastructure Development Finance Corporation Limited (WBIDFCL) and other banks.

Key Rating Drivers

Strengths

Support from the Government of West Bengal

DPL is to become a wholly owned subsidiary of WBPDCL, which is itself a 100 per cent undertaking of the
GoWB and a strategically important entity for the power sector infrastructure for the state of West Bengal. The
ownership structure provides adequate financial flexibility. Being the power generation licensee by West Bengal
Electricity Regulatory Commission (WBERC), DPL is mandated to ensure generation of power from its installed
capacity and supply the same to West Bengal State Electricity Distribution Company Limited (WBSEDCL) in the
industrial belt of Durgapur in West Bengal. DPL's credit profile is also supported by its access to funds at low cost
and its ability to mobilise financial resources from several financial institutions and multilateral development
institutions.

Acuité believes that DPL, being a strategically important entity for the state of West Bengal, shall continue to
benefit from the financial, operational and management support from the state government as and when required.
The GoWB has demonstrated financial support by way of loans to DPL on a regular basis. Moreover, the loans
of DPL have been guaranteed by GoWB which provides further comfort to the rating. Any changes in the
ownership pattern of DPL or any event that impinges GoWB's overall credit profile shall remain a key rating
sensitivity.

Cost plus tariff mechanism

The billing of generation charges of DPL are regulated and based on the Annual Revenue Requirement (ARR)
under ‘cost-plus’ based tariff mechanism. The regulator, West Bengal Electricity Regulatory Commission
(WBERC) allows a post-tax return on equity and other uncontrollable expenses are allowed to be passed through in
tariff through Annual Performance Review (APR) process. Acuité believes the ‘cost-plus’ based tariff mechanism
will continue to sustain the stable business outlook for the company.

Assured offtake on account of power purchase agreement

There is a power purchase agreement (PPA) between WBSEDCL and DPL for 25 years, from 2019 to 2044. As
per the agreement, the entire generating capacity of DPL is allotted to WBSEDCL, who purchases such power as
per terms conditions set forth in the agreement. Acuité believes that the long term agreement ensures assured
offtake of the company. Further, DPL has achieved operating income of Rs.1387.41 Cr. in FY24 as against
Rs.1313.35 Cr. in FY23. The company has attained revenues of Rs. 985.07 Cr. till December 2024. The EBITDA
Margin stood at 37.30 percent in FY24 as against 29.47 percent in FY23. The improvement is because of reduced
employee costs and raw material costs due to captive coal off-takes. The PAT margin stood at 0.54 percent in
FY24 as against 0.77 percent in FY23. Acuite believes the scale of operations will improve over the medium term
backed by rise in plant load factor and low offtake risks.

Weaknesses

Below Average Financial Risk Profile

The company’s weak financial risk profile is marked by reducing networth, and weak debt protection metrics. The
tangible net worth of the company has been eroded due to continuous accumulated losses. The moderate debt
protection metrics of the company is marked by Interest Coverage Ratio at 1.55 times as on March 31, 2024 as
against 1.44 times as on March 31, 2023 and Debt Service Coverage Ratio at 0.55 times as on March 31, 2024 as
against 0.57 times as on March 31, 2023. Acuité believes that going forward the financial risk profile of the
company will improve backed by the steady accruals.

Working capital intensive nature of operations

The working capital operation of the company is intensive marked by high Gross Current Assets (GCA) of 550
days as on March 31, 2024, as against 473 days as on 31st March 2023 due to debtor and inventory days. The
debtor days stood at 180 days in FY24 as against 151 days in FY23. The debtor days are elongated due to delayed
payments in case of LPS and MCL bills, despite maintains a credit period of 60 days. The inventory days stood
high at 98 days in FY24 as against 33 days in FY23. The inventory days had increased due to coal procurement
from captive mines characterized by longer lead times. The company has mitigated this risk through insurance
coverage.

Against this, the creditor days stood at 218 days in FY24 as against 317 days in FY23. Acuite believes that the
working capital operations of the company will remain at similar levels as evident from stretched collection
mechanism and over the medium term.
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Regulated nature of operations

The revenues are influenced by the regulatory framework governing the power sector. Revenues of players such as
DPL are determined by West Bengal Electricity Regulatory Commission (WBERC). The company operates
through a cost-plus return on equity model laid down by WBERC. Any change or reduction in return on equity or a
tightening of the WBERC norms could result in lower operating cash flows. Acuité believes that significant
changes in the regulatory environment will impinge on the credit profile of the company.

Rating Sensitivities

« Timely support from the Government of West Bengal
« Periodical tariff revision

« Working capital cycle

« Capital structure

= Any deterioration in liquidity position

Liquidity Position

Stretched

The state government of West Bengal has given guarantee for the loans borrowed by DPL from WBFIDCL and
other banks, which provides financial flexibility to the company. However, the company’s liquidity is stretched
marked by accumulated losses. The current ratio stood below unity at 0.96 times as on March 31, 2024. The
Government of West Bengal, through its Department of Power, converted a loan of Rs. 391.69 Crore into equity
on 16.06.2023, as part of its ongoing efforts to restructure finances. Additionally, on 28.02.2024, the State
Government allocated another Rs. 29.37 Crore to purchase a private land. This land will be used to ensure the
smooth operation of the Trans-Damodar Coal Mine, in line with the State Government's Procurement Policy
GoWSB has further infused of Rs.203 Cr. in FY25 for repayment of guaranteed commission and electricity duty.
The cash and bank balances of the company stood at Rs.27.49 Cr. as on March 31, 2024, as compared to Rs.23.05
Cr. as on March 31, 2023. The company also maintains unsecured loans of Rs. 311.81 Cr. in FY24 as against Rs.
11.81 Cr. in FY23. These unsecured loans are interest free extended by Central Electricity Authority (CEA) for
coal purchases. However, the fund-based limit and non-fund-based limit remains utilised at 100% over the seven
months ended January 2025. The company has availed short term loan from time to time to meet its working
capital requirement. Acuité believes that going forward the liquidity position of the company will improve backed
by the gradually improving accruals, unsecured loans and equity infusion.

Outlook: Stable

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 24 (Actual) FY 23 (Actual)
Operating Income Rs. Cr. 1387.41 1313.35
PAT Rs. Cr. 7.48 10.09
PAT Margin (%) 0.54 0.77
Total Debt/Tangible Net Worth Times (2.83) (2.08)
PBDIT/Interest Times 1.55 1.44

Status of non-cooperation with previous CRA (if applicable)

Not Applicable

Any other information
None

Applicable Criteria

« Default Recognition :- https://www.acuite.in/view-rating-criteria-52.htm

« Service Sector: https://www.acuite.in/view-rating-criteria-50.htm

« Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-53.htm
« Public Finance - State Government Ratings: https://www.acuite.in/view-rating-criteria-26.htm

Note on complexity levels of the rated instrument

In order to inform the investors about complexity of instruments, Acuité has categorized such instruments in three
levels: Simple, Complex and Highly Complex. Acuite’s categorisation of the instruments across the three
categories is based on factors like variability of the returns to the investors, uncertainty in cash flow patterns,
number of counterparties and general understanding of the instrument by the market. It has to be understood that
complexity is different from credit risk and even an instrument categorized as 'Simple' can carry high levels of
risk. For more details, please refer Rating Criteria “Complexity Level Of Financial Instruments’ on www.aculite.in.
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Rating History

Date Name of Instruments/Facilities | Term [Amount (Rs. Cr) Rating/Outlook
Bank Guarantee (BLR) %?rﬁ 94.55 ACUITE A2 (Reaffirmed)
Term Loan Long Term 2606.44 | ACUITE BBB+ | Stable (Reaffirmed)
24 Nov Cash Credit Long Term 200.00 |ACUITE BBB+ | Stable (Reaffirmed)
2023 Term Loan Long Term 185.00 [ACUITE BBB+ | Stable (Reaffirmed)
Term Loan Long Term 100.00 [ACUITE BBB+ | Stable (Reaffirmed)
Cash Credit Long Term 30.00 [ACUITE BBB+ | Stable (Reaffirmed)
Proposedll_g)cnigl]ig/erm Bank Long Term 59.01 |ACUITE BBB+ | Stable (Reaffirmed)
Bank Guarantee (BLR) ?Zm 94.55 ACUITE A2 (Reaffirmed)
Proposed Letter of Credit ?2?:; 100.00 ACUITE A2 (Reaffirmed)
01 Sep 2022 Proposed Letter of Credit ?Zm 20.45 ACUITE A2 (Assigned)
Term Loan Long Term 2480.45 | ACUITE BBB+ | Stable (Reaffirmed)
Term Loan Long Term 19455 | ACUITE BBB+ | Stable (Assigned)
Term Loan Long Term 185.00 | ACUITE BBB+ | Stable (Assigned)
Cash Credit Long Term 200.00 | ACUITE BBB+ | Stable (Assigned)
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Annexure - Details of instruments rated

, e Date Of|Coupon|Maturity|Quantum(Complexity .
Lender’s Name ISIN| Facilities Issuance| Rate | Date |(Rs.Cr)| Level Rating
Not
Bank Not avl. ACUITE
Punjab National Bank ali\ll(lalt/ Guarantee mg& :VI'I/ / Not “g{ :VI'I/ 9455 | Simple A2 |
appl (BLR) PRL appl. PPl Reaffirmed
Not Not avl ACUITE
The West Bengal State Co-| avl. / .. [Notavl./ ‘INotavl./ . BBB+ |
Operative Bank Limited| Not Cash Credit Not appl. /apr?t Not appl. 330.00 | Simple Stable |
appl. ' Reaffirmed
ICICI Bank Ltd ol st Crecit Notavh ey [Notavt /| 50 g Simple g‘%‘éﬂﬁ
;\ng}. Not appl. appl. Not appl. Rgg?ftiarﬁ elzd
Canara Bank a':'/ft/ Cash Credit Notavl. Nlolzlz\tlll Natavl. 100.00 | Simple QCBLIJ?’IIIE'
aNpg}. Not appl. appl. Not appl. Rgatl?fti)rlr?] l.d
Not ACUITE
Proposed Not avl.
Not Applicable | %' Long Term (WOt L /1 /ot |NOUYLY) 98468 | simple ggg;i
Bank Facility PRLappl. PPl .
appl. Reaffirmed
Not Not avl ACUITE
The West Bengal State Co-| avl. / Not avl. / 1 31 Mar . BBB+ |
Operative Bank Limited| Not Term Loan Not appl. /aN?t 2027 69.42 | Simple Stable |
appl. PPl Reaffirmed
West Bengal Infrastructure aTI/IOt/ 30 Jun Not avl. 30 Jun g%LgIEl
Development Finance Not Term Loan 2021 / Not 2036 2366.35| Simple Stable |
Corporation Limited appl. X
appl. Reaffirmed
*Annexure 2 - List of Entities (applicable for Consolidation or Parent / Group / Govt. Support)
Sr.No. |Company Name
1 The Durgapur Projects Limited
2 Government of West Bengal
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Contacts

Mohit Jain Contact details exclusively for investors and
Senior Vice President-Rating Operations lenders

Manvi Khaitan _ _ Mob: +91 8591310146

Associate Analyst-Rating Operations Email ID: analyticalsupport@acuite.in

About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board of India
(SEBI). The company received RBI Accreditation as an External Credit Assessment Institution (ECAI) for
Bank Loan Ratings under BASEL-Il norms in the year 2012. Acuité has assigned ratings to various
securities, debt instruments and bank facilities of entities spread across the country and across a wide
cross section of industries. It has its Registered and Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité 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. Ratings assigned by Acuité 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, Acuité, in particular, makes no
representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness
of the information relied upon. Acuité 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. Ratings assigned by Acuité 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.acuite.in) for the latest information on any instrument rated by Acuité. Please visit
https://www.acuite.in/fags.htm to refer FAQs on Credit Rating.

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members of any rating
committee and therefore do not participate in discussions regarding the rating of any entity.
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