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No. CARE/NRO/RL/2024-25/1237
Shri Ajay Bagri

Chief Financial Officer

SEIL Energy India Limited

Building 7A, Level 5,

DLF Cyber City,
Gurugram, Haryana — 122002

June 03, 2024
Confidential

Dear Sir,

Credit rating for proposed Non-Convertible Debenture issue

Please refer to your request for rating of proposed long-term Non-convertible Debenture (NCD) issue aggregating to
Rs. 250 crore of your Company. The proposed NCDs would have tenure of 5 years with a bullet repayment at the end
of fifth year.

2. The following ratings have been assigned by our Rating Committee:

Amount

Sr. No. Instrument (% crore)

Rating Action

CARE AA+; Stable
1. Non Convertible Debentures 250.00 (Double A Plus; Assigned
Outlook: Stable)

3. Please arrange to get the rating revalidated, in case the proposed issue is not made within a period of six

months from the date of our initial communication of rating to you (that is May 31, 2024)
4, In case there is any change in the size or terms of the proposed issue, please get the rating revalidated.

5. Please inform us the below-mentioned details of issue immediately, but not later than 7 days from the date of
placing the instrument:

Name and
Coupon . contact Details
Payment -I;:Ic-:ln(;smoiion dR::Ieemptlon details of of top 10
Dates P Debenture investors
Trustee

Issue

Instrument ISIN Size Coupon

type (Rs Rate
cr)

IComplete definitions of the ratings assigned are available at www.careedge.in and in other CARE Ratings Ltd.’s publications.
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10.

11.

12.

13.

Kindly arrange to submit to us a copy of each of the documents pertaining to the NCD issue, including the
offer document and the trust deed.

The rationale for the rating will be communicated to you separately. A write-up (press release) on the above
rating is proposed to be issued to the press shortly, a draft of which is enclosed for your perusal as Annexure
2. We request you to peruse the annexed document and offer your comments if any. We are doing this as a
matter of courtesy to our clients and with a view to ensure that no factual inaccuracies have inadvertently
crept in. Kindly revert as early as possible. In any case, if we do not hear from you by June 04, 2024, we will

proceed on the basis that you have no any comments to offer.

CARE Ratings Ltd. reserves the right to undertake a surveillance/review of the rating from time to time, based

on circumstances warranting such review, subject to at least one such review/surveillance every year.

CARE Ratings Ltd. reserves the right to revise/reaffirm/withdraw the rating assigned as also revise the outlook,
as a result of periodic review/surveillance, based on any event or information which in the opinion of CARE
Ratings Ltd. warrants such an action. In the event of failure on the part of the entity to furnish such
information, material or clarifications as may be required by CARE Ratings Ltd. so as to enable it to carry out
continuous monitoring of the rating of the bank facilities, CARE Ratings Ltd. shall carry out the review on the
basis of best available information throughout the life time of such bank facilities. In such cases the credit
rating symbol shall be accompanied by "ISSUER NOT COOPERATING". CARE Ratings Ltd. shall also be entitled
to publicize/disseminate all the afore-mentioned rating actions in any manner considered appropriate by it,

without reference to you.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which
may involve acceleration of payments in case of rating downgrades. However, if any such clauses are

introduced and if triggered, the ratings may see volatility and sharp downgrades.
Users of this rating may kindly refer our website www.careedge.in for latest update on the outstanding rating.
Our ratings are not recommendations to buy, sell or hold any securities.

If you need any clarification, you are welcome to approach us in this regard. We are indeed, grateful to you

for entrusting this assignment to CARE Ratings Ltd.

Thanking you,

Yours faithfully,

§-

CARE Ratings Limited
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agnimitra.kar@careedge.in

Yogesh Rochani Agnimitra Kar
Lead Analyst Associate Director
yogesh.rochani@careedge.in agnimitra.kar@careedge.in

Encl.: As above

Disclaimer

The ratings issued by CARE Ratings Limited are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security. These ratings do not convey
suitability or price for the investor. The agency does not constitute an audit on the rated entity. CARE Ratings Limited has based its ratings/outlooks
based on information obtained from reliable and credible sources. CARE Ratings Limited does not, however, guarantee the accuracy, adequacy or
completeness of any information and is not responsible for any errors or omissions and the results obtained from the use of such information. Most
entities whose bank facilities/instruments are rated by CARE Ratings Limited have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE Ratings Limited or its subsidiaries/associates may also be involved with other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings Limited is, inter-alia, based on the capital deployed by the
partners/proprietor and the current financial strength of the firm. The rating/outlook may undergo a 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. CARE Ratings Limited is not
responsible for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve acceleration of payments in
case of rating downgrades. However, if any such clauses are introduced and if triggered, the ratings may see volatility and sharp downgrades.
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June 05, 2024

Facilities/Instruments Amount (X crore) Rating! Rating Action
Non-convertible debentures 250.00 CARE AA+; Stable Assigned

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The rating assigned to the proposed long-term instrument of SEIL Energy India Limited (SEIL) derives strength from the revenue
visibility considering a tie-up of around 63% of net capacity in long-term power purchase agreements (PPA) with state distribution
companies (DISCOMs) of Andhra Pradesh and Telangana and Bangladesh Power Development Board (BPDB). The rating also
factors in the healthy operational performance of the entire capacities per normative availability defined under the PPAs. The
rating also takes comfort of the operational synergies among SEIL and Sembcorp Utilities Pte. Ltd. (wholly owned subsidiary of
Sembcorp Industries Limited) considering a Technical Service Agreement. Sembcorp Industries Ltd (SIL) is the flagship Company
of Sembcorp Group in which Singapore sovereign wealth fund Temasek is the single largest shareholder holding 49.5% stake.
Sembcorp Utilities Pte Ltd (SCU) is wholly owned subsidiary of SIL. Additionally, the rating also derives strength from economic
incentive for SUPL which is linked with the asset’s ability to generate surplus cash flows.

However, the rating is constrained by its exposure to demand risk and price risk with respect to untied capacity and SEIL's
exposure to the counterparty credit risk arising from the existing domestic off-takers having weak financial risk profile and elevated
debtors from BPDB. The rating factors in the risk associated with the envisaged debt-funded capex for flue gas desulphurisation
(FGD).

Rating sensitivities: Factors likely to lead to rating actions
Positive factors
o Improving total debt / profit before interest, lease rentals, depreciation, and taxation (PBILDT) to less than 1.5x on a
sustained basis.

Negative factors
o Material change in Sembcorp Group’s interest in SEIL.
o Significantly deteriorating operational performance below normative parameters.
o Deteriorating total debt / PBILDT to more than 3.5x.
o Stretching average collection period beyond 180 days, adversely impacting the liquidity profile.

Analytical approach: Standalone along with factoring in operational linkages with Sembcorp Utilities Pte. Ltd. (wholly owned
subsidiary of Sembcorp Industries Limited). This is due to economic incentive linked with SEIL’s profitability and operational
synergy considering Technical Service Agreement (TSA).

Outlook: Stable.
The ‘stable’ outlook reflects SEIL’s ability to sustain its healthy operational performance, the maintenance of reasonable inventory
level, healthy realisation on merchant sales, and a steady level of receivables in the near to medium term.

Detailed description of the key rating drivers:

Key strengths

Operational linkages with Sembcorp Group and incentive attached with profitability of the asset

SEIL was initially promoted by Sembcorp Industries Limited (through a wholly owned subsidiary, Sembcorp Utilities Pte. Ltd.) In
FY23, the group executed share purchase agreement (SPA) with an Oman-based consortium for sale of entire stake in SEIL. The
deal is structured through deferred payment note wherein the Omani Consortium is required to make yearly payments for
purchase consideration in 15-24 years. As a part of the deal, a Technical Service Agreement (TSA) was also signed among the
parties wherein Sembcorp will extend technical advisory and operational support to SEIL.

Owing to Deferred Payment Note (DPN) and TSA, Sembcorp continues to remain economically invested in SEIL as the asset
performance is directly linked to the payment of purchase consideration. Additionally, post take over of the asset, Sembcorp had
extended corporate guarantee to the refinanced rupee term loan, working capital limits, and commercial paper. However, as

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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articulated by the management to CARE Ratings, the guaranteed debt will be replaced with project backed debt in a phased
manner.

Majority of capacity tied-up through long-term PPA

Project 1 (P1) has 500 MW (net) of capacity tied up with long-term PPA, whereas the long-term contracted capacity for P2 stood
at 1,070 MW (factoring the newly executed agreement with AP Discom for supply of 625 MW). Moreover, majority of the existing
PPAs have a residual tenor of around 10 years. CARE Ratings understands, although SEIL aims to tie up remaining capacity,
around 15% of the capacity shall remain untied and power will be sold under short-term PPAs/exchange, thereby exposing the
company to the vagaries of merchant market. Timely renewal of PPAs post expiry and signing of PPA for untied capacity at a
remunerative tariff structure shall remain a key monitorable.

Secured fuel availability through linkage coal and imported coal under agreements at competitive rates

SEIL utilises a blend of domestic coal and imported coal for meeting the fuel requirement. SEIL has a long-term FSA with Mahanadi
Coalfields Limited (MCL) for annual contracted quantity (ACQ) of 4.27 million tonnes per annum (MTPA), for P-1 and P-2.
Additionally, for both the plants, the company has a long-term contract for the supply of coal with PT Bayan Resources TBK for
2.3 MTPA for 10 years. The remaining fuel requirement is met through short-term contracts.

Satisfactory operational performance

Plant availability factor (PAF) for both P1 and P2 remained above normative in FY24. Plant load factor (PLF) continued to remain
well above all-India PLF levels and strong at 82% and 80%, respectively, for P1 and P2 in FY24 (PY: 77% and 70%, respectively).
SEIL has relatively comfortable position in merit order dispatch in respective states and hence receives higher scheduling.
Moreover, SEIL clocks sizable volume under short-term PPA/ merchant, by virtue of its competitive coal procurement and short-
term trading capabilities.

Comfortable financial risk profile

SEIL has comfortable financial risk profile characterised by stable gross cash accruals (GCA) and acceptable leverage offset by
comfortable coverage metrics. Owing to stable PAF ensuring fixed cost recovery under contracted capacity and PLF aided by
sufficient power demand through short-term/ merchant, cash accrual of the company has been stable in the past. Overall gearing
was reasonable at 0.63x as on March 31, 2024 (PY: 0.65x). Interest cover stood at 4.40x in FY24 (PY: 2.29x). The average
collection period has marginally improved year-on-year and stood at 137 days in FY24 (PY: 148 days).

Key weaknesses

Exposure to counterparty credit risk, however, payment security in place

The company has exposure to counter party credit risk as a significant share of the total capacity is tied up with discoms of Andhra
Pradesh and Telangana which have exhibited weaker financial and operational risk profiles. Although debtors for domestic
counterparties have improved slightly post implementation and adaption of EMI scheme and management of receivables through
PRAAPTI portal, SEIL is receiving payments from BPDB with a lag of 5-7 months. However, payments from counterparties are
secured by LCs submitted by counterparties (including Bangladesh Power Development Board [BPDB]) which alleviates the risk
to some extent.

Envisaged debt-funded capex for implementation of FGD

SEIL has been notified to install FGD systems to adhere to new emission norms. The project is expected to be funded through a
mix of debt and internal accruals. Moreover, CERC has also allowed the company’s petition to accept FGD installation requirement
under change in law. It has allowed provisionally approved benchmark cost. Timely execution of FGD within the timeline and
allowance of the same under LT PPAs shall remain a key monitorable.

Liquidity: Adequate

The company’s liquidity profile is characterised by stable GCA against its debt obligation and bank balance of X174 crore as on
March 31, 2024. Liquidity is further supported through moderate utilisation of fund-based working capital limits.

Going forward, the company’s capex requirement for FGD is expected to be funded through a mix of term loan (yet to be tied
up) and internal accrual. SEIL also has a substantial amount of RTL borrowings maturing in FY27 and FY28, which is expected to
be refinanced. Given the group’s past ability in refinancing and SEIL’s flexibility to seek deferment of payment of interest/ principal
on deferred payment note for payment of purchase consideration of the asset, SEIL stands comfortable in terms of financial
flexibility.

2| CARE Ratings Ltd.
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Applicable criteria
Definition of Default
Thermal Power
Factoring Linkages Parent Sub JV Group
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Financial Ratios — Non financial Sector
Infrastructure Sector Ratings

About the company and industry

Industry classification

Macro-economic Indicator Sector Industry Basic Industry
Utilities Power Power Power generation

SEIL is currently operating 2,640-MW capacity thermal power plant- P1 (1,320 MW) and P2- (1,320 MW), at Muthukur Mandal,
Nellore District, Andhra Pradesh. P1 was completed in FY16 wherein Unit I achieved commercial operation date (COD) on April
11, 2015, and Unit II on September 15, 2015. P2 achieved COD in FY17 with first unit COD on November 17, 2016, and second
unit COD on February 21, 2017.

Brief Financials (X crore) March 31, 2023 (A) March 31, 2024 (A)

Total operating income 9,396.28 9,832.32
PBILDT 1,742.41 3,121.99
PAT 621.46 2,280.66
Overall gearing (times) 0.58 0.65
Interest coverage (times) 2.19 4.40

A: Audited; UA: Unaudited; Note: ‘these are latest available financial results’
Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years: Annexure-2

Covenants of rated instrument / facility: Annexure-3
Complexity level of various instruments rated: Annexure-4
Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Coupon Size of Rating Assigned
ISIN Date of Issuance Rate

Name of the Maturity . )
Instrument Date the Issue along with Rating

(%) (X crore) Outlook

Debentures-Non-
convertible - NA NA NA 250.00 CARE AA+; Stable
debentures”®

~Not yet placed

3 CARE Ratings Ltd.


https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_May%202023.pdf
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Annexure-2: Rating history for last three years

Current Ratings Rating History

Name of the Date(s) Date(s) DEICO)
Instrument/Bank Amount and_ and_ and_ Datfe(s) and
Facilities Type Outstanding Rating Rat_lng(s) Rat_mg(s) Rat_lng(s) Rat_mg(s)_
(X crore) :’:ISSIgned _aSSIgned :’:ISSIgned assigned in
in 2024- in 2023- in 2022- 2021-2022
2025 2024 2023
1)CARE AA-;
Stable
Fund-based - LT- (09-Feb-22)
1 LT - - - - -
Term loan
2)Withdrawn
(09-Feb-22)
1)Withdrawn
(09-Feb-22)
5 Non-fund-based - LT ) ) i ) i
LT-Bank guarantee 2)CARE AA-;
Stable
(09-Feb-22)
1)CARE AA-;
Fund-based - LT- fg;ﬁib_ 22)
3 | Working capital LT - - - - -
limits 2)Withdrawn
(09-Feb-22)
1)Withdrawn
(09-Feb-22)
4 Non-fund-based - LT ) ) i ) i
LT-Bank guarantee 2)CARE AA-;
Stable
(09-Feb-22)
Debentures-Non- CARE
5 | convertible LT 250.00 AA+;
debentures Stable

LT: Long term; ST: Short term; LT/ST: Long term/Short term
Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of various instruments rated

Sr. No. \ Name of the Instrument Complexity Level
1 Debentures-Non-convertible debentures Simple

Annexure-5: Lender details

To view the lender wise details of bank facilities please click here

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it on the basis of
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any clarifications.

4| CARE Ratings Ltd.
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Contact us
Media Contact Analytical Contacts
Mradul Mishra Rajashree Murkute
Director Senior Director
CARE Ratings Limited CARE Ratings Limited
Phone: +91-22-6754 3596 Phone: +91-22-6837 4474
E-mail: mradul.mishra@careedge.in E-mail: Rajashree.murkute@careedge.in
Relationship Contact Sabyasachi Majumdar
Senior Director
Saikat Roy CARE Ratings Limited
Senior Director Phone: +91-120-445 2006
CARE Ratings Limited E-mail: Sabyasachi.majumdar@careedge.in
Phone: +91-22-6754 3404
E-mail: saikat.roy@careedge.in Agnimitra Kar
Associate Director
CARE Ratings Limited
Phone: +91-120-445 2019
E-mail: agnimitra.kar@careedge.in
About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations to
sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with
the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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