


















































IDBI Trusteeship Services Ltd
CIN : U65991MH2001G0I131154 @ IDBI trustee

No.1279/ITSL/OPR/2019-20
May 3, 2019

To,

Mr. Arun Viswanathan

Group Head - Treasury

The Tata Power Company Limited
Corporate Center B, 34, Sant Tukaram Road,
Carnac Bunder, Mumbai - 400009.

Sub: Letter of Debenture Trustee pursuant to Regulation 52 (5) of the SEBI (Listing
Obligations and Disclosure Requirements) 2015)

Dear Sir,

This has reference to the privately placed Secured/Unsecured Redeemable, Non-Convertible
Debentures issued by The Tata Power Company Limited (“Issuer”) wherein IDBI Trusteeship
Services Limited is acting as the Debenture Trustee and listed on the Bombay Stock Exchange
(BSE)/ National Stock Exchange (NSE) (“Listed Debt Securities”).

Pursuant to Regulation 52(4) read with Regulation 52 (5) of the SEBI (Listing Obligations and
Disclosure Requirements) 2015, the Issuer is required to submit the documents required there
along with its half yearly/annual financial results to the Stock Exchange, with a letter of the
Debenture Trustee (IDBI Trusteeship Services Limited) that the Debenture Trustee has noted
the contents furnished by the Issuer as per Regulation 52(4).

In pursuance thereof we hereby confirm that we have received the aforesaid information
through your letter dated May 02, 2019 and we have noted the contents provided therein.

Thanking you,

Yours faithfully
For IDBI Trusteeship Services Limited

\P

Authorised Signatory

Regd. Office : Asian Building, Ground Floor, 17, R. Kamani Marg, Ballard Estate, Mumbai - 400 001.
Tel. : 022-4080 7000 « Fax : 022-6631 1776 « Email : itsi@idbitrustee.com « response@idbitrustee.com









Rating Rationale
November 05, 2018 | Mumbai

The Tata Power Company Limited
Rated amount enhanced

Rating Action

Total Bank Loan Facilities Rated Rs.17305.35 Crore (Enhanced from Rs.13805.35

Crore)
Long Term Rating CRISIL AA-/Stable (Reaffirmed)
Short Term Rating CRISIL A1+ (Reaffirmed)

Rs.1500 Crore Subordinated Non-Convertible CRISIL AA-/Stable (Reaffirmed)

Debentures

Rs.1564 Crore Non Convertible Debentures CRISIL AA-/Stable (Reaffirmed)
Rs.1500 Crore Perpetual Non Convertible CRISIL AA-/Stable (Reaffirmed)
Debentures

Rs.7000 Crore Commercial Paper CRISIL A1+ (Reaffirmed)

1 crore = 10 million
Refer to annexure for Details of Instruments & Bank Facilities

Detailed Rationale

CRISIL has reaffirmed its 'CRISIL AA-/Stable/CRISIL A1+ ratings on the bank facilities and debt programmes of The
Tata Power Company Limited (Tata Power). The ratings reflect Tata Power's stable cash accrual from regulated
businesses, which account for more than 40% of total capital employed. Company has a strong management and
robust financial flexibility, further enhanced by being a part of the Tata group. The ratings also factor increased
diversity post-acquisition of renewable assets of Walwhan Renewable Energy Pvt Ltd [earlier known as Welspun
Renewables Energy Pvt Ltd (WREPL), rated 'CRISIL AA-/Stable'] through Tata Power's subsidiary, Tata Power
Renewable Energy Ltd (TPREL; 'CRISIL AA-/Stable/CRISIL Al1+).

These strengths are partially offset by continued losses in the Mundra UMPP held through CGPL, on account of
unviable project economics; high gearing; and moderate debt protection metrics.

Analytical Approach

CRISIL has combined the business and financial risk profiles of Tata Power; Tata Power's Delhi Distribution
Company Ltd (TPDDL); CGPL; Maithon Power Ltd (MPL, 'CRISIL AA-/Stable/CRISIL Al+'), operating the 1050-
megawatt (MW) thermal power plant at Maithon; TPREL, a company executing renewable projects for Tata Power;
power trading arm Tata Power Trading Company Ltd ; transmission subsidiary Powerlinks Transmission Ltd (PTL;
'CRISIL AAA/Stable’; a joint venture with Power Grid Corporation of India Ltd [Power Grid, 'CRISIL
AAA/Stable/CRISIL A1+7); Industrial Energy Ltd; Tata Power Solar Systems Ltd (TPSSL; 'CRISIL A+/Stable/CRISIL
Al/ CRISIL Al+ (SO)"); and the SPVs formed for the acquisition of coal entities in Indonesia, including Bhira
Investments, Bhivpuri Investments, and Khopoli Investments. CRISIL has also combined the business and financial
risk profiles of Tata Power's coal operating entities in Indonesia on a proportionate basis. The company has an
effective stake of 30% in PT Kaltim Prima Coal and of 26% in PT Baramulti Suksessarana Tbk, and both these
companies are under a common management.



Key Rating Drivers & Detailed Description

Strengths

* Stable cash accrual from regulated businesses: Tata Power earns stable income from its regulated businesses
such as power generation, distribution in Mumbai and New Delhi and its transmission businesses. These accounted
for over 45% of consolidated EBITDA (earnings before interest, tax, depreciation, and amortisation) in fiscal 2018 vs.
55% in fiscal 2016. High cash flow stability strengthens Tata Power's business profile. In case of power generation
business for Mumbai, Power Purchase Agreement (PPA) for around 800MW is due for renewal in March 2019
(renewed for a year from March 2018 to March 2019). Any material decline in the proportion of cash accruals from
the stable, regulated businesses will remain a rating sensitive factor.

* Strong management, and robust financial flexibility: Tata Powers financial flexibility is robust, marked by stable
cash accrual from existing businesses and adequate liquidity with cash balance of around Rs 1,194 crore on a
consolidated basis as on September 30, 2018. Financial flexibility is also enhanced by being a part of the Tata group,
which enhances access to the capital market and the banking system. Also, Tata Power's financial flexibility is
supported by its investment in various Tata group entities which can be liquidated if required; Tata Power announced
its plan to divest its stake in Tata Projects and Strategic Engineering Division (SED).

* Exposure to renewable assets aids diversity: The acquisition of WREPL assets has strengthened Tata Power's
presence in the renewable space, with increase in capacity to about 2.2 gigawatt (GW) as on September 30, 2018
from 1.2 GW as on March 31, 2017, and wider geographical reach with presence in 10 states. It translates to more
than 20% of generation capacity from renewables, and will contribute 15-20% to consolidated EBITDA over the
medium term. Although the business risk profile of the newly acquired assets is relatively weaker than that of the
regulatory assets, a significant proportion of the newly acquired assets are operational, lending diversity and partially
offsetting high risks in the Mundra UMPP.

Weaknesses

* Unviable project economics of CGPL: Nearly 25% of Tata Powers total capital employed is invested in CGPL,
which continues to make losses on account of unviable project economics, adversely impacting Tata Power's credit
risk profile. CGPL's unfavourable project economics are primarily on account of the 55% non-escalable variable
charges component in the tariff. As the variable component is primarily linked to coal price, the change in coal pricing
regulations by the Indonesian government resulted in increase in fuel costs and substantial loss for CGPL. Tata
Power's management has reiterated its stance of providing incremental support to CGPL's debt, most likely in the
form of corporate guarantee which shall constrain the financial risk profile. CGPL refinanced its external commercial
borrowings of USD 770 million (around Rs 5500 crore) with equity infusion of Rs 2000 crore from Tata Power, Rs
2700 crore of NCDs and remaining with loans from NBFCs; all of which is guaranteed by Tata Power. Due to
refinancing the debt servicing support from Tata Power is expected to reduce in the near term.

Also company is looking to improve operating efficiencies and minimise under-recoveries through procurement of
coal from various sources. Moreover, the coal mines in Indonesia are likely to continue to provide a natural hedge to
CGPL's operations partially, however, the quantum of dividends are lower than CGPL's support requirements
including debt repayments and has to rely on support from Tata Power. On 29th October 2018, the Supreme Court
allowed the CERC to revise the PPA terms for power plants impacted by higher coal import prices from Indonesia
due to change in law. The CERC is expected to finalize the matter in eight weeks in consultation with all
stakeholders. Earlier, the High Power Committee appointed by the Gujarat Electricity Regulation Commission
recommended that the fuel under-recovery be shared equally between developers, lenders and consumers
(discoms). CRISIL believes that any relief in the fuel under-recovery may reduce cash losses and enhance project
viability for CGPL. The final CERC order would be a key rating monitorable.

* High leverage, albeit correction expected over the medium term: Tata Power has a leveraged capital structure,
with consolidated debt/EBITDA ratio of around 5 times and adjusted gearing of around 2.6 times as of March 31,
2018. However, the company is in the process of reducing gross debt by divestment of non-core assets. The
company received Rs 2,100 crore from the sale of its stake in Tata Communications and Panatone Investments.
Additionally, sale of investments in SED with a realization of around Rs 2,200 crore is expected to complete in the
next two years. Hence, Debt/EBITDA ratio is expected to improve to about 4.6 times over the next two years. Any
significant delay in correction in debt/EBITDA ratio and gearing will remain a key rating sensitivity factor.



Outlook: Stable

CRISIL believes Tata Power's business risk profile will continue to be supported by stable cash accrual from
regulated businesses, over the medium term. Furthermore, robust financial flexibility, because of investments and
benefits of being a part of the Tata group, is likely to enable it to reduce leverage through sale of non-core assets in
the next two years.

Upside scenario
* Substantial improvement in the operating profitability or higher-than-expected reduction in the debt leading to
higher-than-expected improvement in debt/EBITDA

Downside scenario

* Material delay in sale of non-core investments to reduce debt

* Larger-than-expected, debt-funded capital expenditure or acquisition, or significant delay in improvement in
operating profitability, leading to delay in improvement in gearing and debt/EBITDA ratio

About the Company

Tata Power is India's largest integrated private power utility, with installed generation capacity of 10,757 MW (as on
March 31, 2018). The company is present across the entire power business spectrum, from generation (thermal,
hydro, solar, and wind) to transmission and distribution.

CGPL was formed to implement the Mundra UMPP, which has five units of 800-MW each. MPL, Tata Power's 74%
joint venture with Damodar Valley Corporation, operates the Maithon project, which has two units of 525-MW each.

PTL operates a 400-kilovolt transmission line from Bhutan to Delhi.

Tata Power has 30% stake in Indonesian coal mining companies PT Kaltim Prima Coal and PT Arutmin Indonesia
(Arutmin), and 26% stake in PT Baramulti Suksessarana Tbk. It has signed a definitive agreement to sell 30% stake
in Arutmin to the Bakrie family.

In September 2016, Tata Power and ICICI Venture partnered to launch Power Platform along with global investors.
The platform will invest in operational and near operational thermal/hydro/transmission assets, and has a joint
commitment of up to USD 850 million (around Rs 6,000 crore) by Tata Power, ICICI Bank, Caisse de depot et
placement du Quebec, Canada, Kuwait Investment Authority, Kuwait and State General Reserve Fund of the
Sultanate of Oman.

During fiscal 2018, Tata Power, on a consolidated basis, reported a net profit of Rs 2,679 crore on revenue of Rs
29,331 crore, against a net profit of Rs 1,100 crore on total income of Rs 27,587 crore in fiscal 2017.

Key Financial Indicators

Particulars Unit 2018 2017
Revenue Rs cr 29,331 27,587
Profit After Tax (PAT) Rs cr 2,679 1,100
PAT margin % 9.13 3.99
Adjusted debt/Adjusted networth Times 2.59 2.94
Interest coverage Times 2.60 2.47

~Reported as per Ind-AS

Any other information: Not applicable

Note on complexity levels of the rated instrument:

CRISIL complexity levels are assigned to various types of financial instruments. The CRISIL complexity levels are
available on www.crisil.com/complexity-levels. Users are advised to refer to the CRISIL complexity levels for instruments that
they consider for investment. Users may also call the Customer Service Helpdesk with queries on specific
instruments.



http://www.crisil.com/complexity-levels

Annexure - Details of Instrument(s)

ISIN Type of instrument Date of allotment | Coupon | Maturity date Igiszl:a

(Rs c

INE245A08034 Perpetual NCD 2-Jun-11 11.40% Perpetual 150(
INE245A08042 Subordinate NCD 21-Aug-12 10.75% 21-Aug-72 150(
INE245A07184 NCD* 23-Jul-14 9.15% 23-Jul-17 25
INE245A07192 NCD* 23-Jul-14 9.15% 23-Jul-18 25
INE245A07200 NCD 23-Jul-14 9.15% 23-Jul-19 25
INE245A07218 NCD 23-Jul-14 9.15% 23-Jul-20 25
INE245A07226 NCD 23-Jul-14 9.15% 23-Jul-21 20
INE245A07234 NCD 23-Jul-14 9.15% 23-Jul-22 20
INE245A07242 NCD 23-Jul-14 9.15% 23-Jul-23 20
INE245A07259 NCD 23-Jul-14 9.15% 23-Jul-24 20
INE245A07267 NCD 23-Jul-14 9.15% 23-Jul-25 20
INE245A07333 NCD* 17-Sep-14 9.15% 17-Sep-17 16
INE245A07341 NCD* 17-Sep-14 9.15% 17-Sep-18 16
INE245A07358 NCD 17-Sep-14 9.15% 17-Sep-19 16
INE245A07366 NCD 17-Sep-14 9.15% 17-Sep-20 16
INE245A07374 NCD 17-Sep-14 9.15% 17-Sep-21 16
INE245A07382 NCD 17-Sep-14 9.15% 17-Sep-22 16
INE245A07390 NCD 17-Sep-14 9.15% 17-Sep-23 16
INE245A07408 NCD 17-Sep-14 9.15% 17-Sep-24 16
INE245A07416 NCD 17-Sep-14 9.15% 17-Sep-25 26
INE245A07101 NCD* 25-Apr-08 10.10% | 25-Apr-18 500
INE245A07119 NCD* 20-Jun-08 10.40% | 20-Jun-18 500
INE245A07424 NCD 28-Dec-12 9.40% 28-Dec-22 210
NA Commercial Paper NA NA 7-365 days 700(

NA Cash credit and working capital demand loan NA NA NA 195¢

NA Letter of credit and bank guarantee NA NA NA 437(

NA Letter of credit and bank guarantee # NA NA NA 190

NA Term loan-1* NA NA 15-Jun-20 38.0.

NA Term loan-2 NA NA 16-Feb-29 | 1,211.

NA Term loan-3 NA NA 30-Sept-25 280

NA Term loan-4 NA NA Jan-23 109

NA Term loan-5 NA NA 30-Mar-28 500.9

NA Term loan-6 NA NA 30-Mar-26 2,00

NA Term loan-7* NA NA 8-Aug-18 605

NA Term loan-8 NA NA NA 300

NA Term loan-9 NA NA NA 250



NA
NA
NA
NA
NA
NA
NA
NA

*CRISIL is awaiting independent confirmation of redemption before withdrawing ratings on these instruments

Rupee term loan-1
Rupee term loan-2
Rupee term loan-3
Rupee term loan-4
Rupee term loan-5
Rupee term loan-6
Proposed cash credit

Proposed Long Term Bank Loan Facility

NA
NA
NA
NA
NA
NA
NA
NA

NA
NA
NA
NA
NA
NA
NA
NA

31-Dec-24

18-Feb-29
NA
NA
NA
NA
NA
NA

17.6:
1,172.
500
500
300
750
9.5¢
224¢

#Fully Interchangeable with Letter of Credit, Buyers Credit, Short term loan, Purchase invoice Discounting, Overdraft maximum upt

Currency Resident loan, Short Term Derivatives/ Foreign lines to the extent of Rs.190 crores



Annexure - Rating History for last 3 Years

Instrument Type

Commercial Paper ST

Non Convertible

Debentures LT
Perpetual Non LT
Convertible Debentures

Short Term Debt ST
Subordinated Non- LT
Convertible Debentures
Fund-based Bank LT/S
Facilities T

Non Fund-based Bank LT/S
Facilities T

All amounts are in Rs.Cr.

Current

Outstanding

Amount

7000.00

1514.00
05-11-18

1500.00
05-11-18

1500.00
05-11-18

12745.35

4560.00

2018 (History)

Rating Date

CRISIL A1+ 12-10-18

26-07-18

CRISIL AA-
/Stable 12-10-18
26-07-18

CRISIL AA-
IStable 12-10-18
26-07-18

CRISIL AA-
/Stable 12-10-18
26-07-18

CRISIL AA-
/Stable 12-10-18
26-07-18

CRISIL A1+ 12-10-18

26-07-18

6

Rating

CRISIL A1+
CRISIL A1+

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL A1+

CRISIL A1+

Date

10-11-17
05-10-17

10-11-17

05-10-17

18-05-17

10-11-17

05-10-17

18-05-17

05-10-17

18-05-17

10-11-17

05-10-17

18-05-17

10-11-17

05-10-17

18-05-17

10-11-17

05-10-17

18-05-17

2017

Rating

CRISIL A1+
CRISIL A1+

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL A1+

CRISIL A1+

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL A1+

CRISIL A1+

CRISIL Al+

Date

18-07-16

28-06-16

15-06-16

16-03-16

18-07-16

28-06-16

15-06-16

16-03-16

18-07-16

28-06-16

15-06-16
16-03-16

18-07-16

28-06-16

15-06-16

16-03-16

18-07-16

28-06-16

15-06-16

16-03-16

18-07-16

28-06-16

15-06-16
16-03-16

2016

Rating

CRISIL AA-
/Stable

CRISIL AA-
/Watch
Developing

CRISIL AA-
/Watch
Developing

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Watch
Developing

CRISIL AA-
/Watch
Developing

CRISIL AA-
/Stable

CRISIL A1+

CRISIL
Al+/Watch
Developing

CRISIL A1+
CRISIL A1+

CRISIL AA-
/Stable

CRISIL AA-
/Watch
Developing

CRISIL AA-
/Watch
Developing

CRISIL AA-
/Stable

CRISIL AA-
/Stable

CRISIL AA-
/Watch
Developing

CRISIL AA-
/Watch
Developing

CRISIL AA-
/Stable

CRISIL A1+

CRISIL
Al+/Watch
Developing

CRISIL A1+
CRISIL A1+

Date

26-06-15

26-06-15

26-06-15

26-06-15

26-06-15

26-06-15



Annexure - Details of various bank facilities

Current facilities Previous facilities

- Amount . - Amount
Facility (Rs.Crore) Rating Facility (Rs.Crore)
Cash Credit & Working 1956 CRISIL AA- Cash Credit & Working 2141
Capital demand loan [Stable Capital demand loan
Letter of credit & Bank 4560 CRISIL A1+ Letter of credit & Bank 4370
Guarantee# Guarantee
Proposed Cash Credit Limit 9.59 C?::'bl':A- Proposed Cash Credit Limit 9.59
Proposed Long Term Bank CRISIL AA-
Loan Facility 2245 /Stable Rupee Term Loan 1190.56
Rupee Term Loan 3240.56 CRISIL AA- Term Loan 6094.2
/Stable
CRISIL AA-
Term Loan 5294.2 /Stable -- 0
Total 17305.35 -- Total 13805.35

#Fully Interchangeable with Letter of Credit, Buyers Credit, Short term loan, Purchase invoice Discounting, Overdraft maximum upto R.
Currency Resident loan, Short Term Derivatives/ Foreign lines

Links to related criteria

CRISILs Approach to Financial Ratios

CRISILs Bank Loan Ratings - process, scale and default recognition

Rating Criteria for Power Distribution Utilities

Rating criteria for manufaturing and service sector companies

CRISILs Criteria for Consolidation

CRISILs Criteria for rating short term debt

CRISILs criteria for rating and capital treatment of corporate sector hybrid instruments

For further information contact:

Media Relations Analytical Contacts Customer Ser

Saman Khan

Media Relations
CRISIL Limited

D: +91 22 3342 3895

B: +91 22 3342 3000
saman.khan@crisil.com

Naireen Ahmed

Media Relations

CRISIL Limited

D: +91 22 3342 1818

B: +91 22 3342 3000
naireen.ahmed@crisil.com

Subodh Rai

Senior Director - CRISIL Ratings
CRISIL Limited

D:+91 124 672 2000
Sachin.Gupta@crisil.com

Manish Gupta

Director - CRISIL Ratings
CRISIL Limited

D:+91 124 672 2000
manish.gupta@crisil.com

Priyanka Daga

Rating Analyst - CRISIL Ratings
CRISIL Limited

D:+91 22 3342 8462
priyanka.daga@crisil.com

Timings: 10.00 am to 7.00
Toll free Number:1800 267

For a copy of Rationales /
CRISILratingdesk@crisil.cc

For Analytical queries:
ratingsinvestordesk@crisil.
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http:\\www.crisil.com\Ratings\SectorMethodology\MethodologyDocs\criteria\CRISILs Criteria for Consolidation.pdf
http:\\www.crisil.com\Ratings\SectorMethodology\MethodologyDocs\criteria\CRISILs Criteria for rating short term debt.pdf
http:\\www.crisil.com\Ratings\SectorMethodology\MethodologyDocs\criteria\CRISILs criteria for rating and capital treatment of corporate sector hybrid instruments.pdf
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Note for Media:

This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The rating rationale may be used by you in
full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right of distribution (whether directly or
indirectly) of its rationales for consideration or otherwise through any media including websites, portals etc.

About CRISIL Limited

CRISIL is a leading agile and innovative, global analytics company driven by its mission of making markets function better. We are India’s
foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of innovation and global
footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient solutions to over 1,00,000 customers.

We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics and data to
the capital and commodity markets worldwide.

For more information, visit www.crisil.com

Connect with us: TWITTER | LINKEDIN | YOUTUBE | FACEBOOK

About CRISIL Ratings

CRISIL Ratings is part of CRISIL Limited (“CRISIL"). We pioneered the concept of credit rating in India in 1987. CRISIL is registered in
India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of independence, analytical
rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire range of debt instruments, such as, bank
loans, certificates of deposit, commercial paper, non-convertible / convertible / partially convertible bonds and debentures, perpetual
bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other structured debt
instruments. We have rated over 24,500 large and mid-scale corporates and financial institutions. CRISIL has also instituted several
innovations in India in the rating business, including rating municipal bonds, partially guaranteed instruments and microfinance institutions.
We also pioneered a globally unique rating service for Micro, Small and Medium Enterprises (MSMESs) and significantly extended the
accessibility to rating services to a wider market. Over 1,10,000 MSMEs have been rated by us.

CRISIL PRIVACY

CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and service your account
and to provide you with additional information from CRISIL.For further information on CRISIL’s privacy policy please visit www.crisil.com.

DISCLAIMER

This disclaimer forms part of and applies to each credit rating report and/or credit rating rationale that we provide (each a “Report”). For the avoidance of doubt, the term
“Report” includes the information, ratings and other content forming part of the Report. The Report is intended for the jurisdiction of India only. This Report does not
constitute an offer of services. Without limiting the generality of the foregoing, nothing in the Report is to be construed as CRISIL providing or intending to provide any
services in jurisdictions where CRISIL does not have the necessary licenses and/or registration to carry out its business activities referred to above. Access or use of this
Report does not create a client relationship between CRISIL and the user.

We are not aware that any user intends to rely on the Report or of the manner in which a user intends to use the Report. In preparing our Report we have not taken into
consideration the objectives or particular needs of any particular user. It is made abundantly clear that the Report is not intended to and does not constitute an investment
advice. The Report is not an offer to sell or an offer to purchase or subscribe for any investment in any securities, instruments, facilities or solicitation of any kind or
otherwise enter into any deal or transaction with the entity to which the Report pertains. The Report should not be the sole or primary basis for any investment decision
within the meaning of any law or regulation (including the laws and regulations applicable in the US).

Ratings from CRISIL Rating are statements of opinion as of the date they are expressed and not statements of fact or recommendations to purchase, hold, or sell any
securities / instruments or to make any investment decisions. Any opinions expressed here are in good faith, are subject to change without notice, and are only current as
of the stated date of their issue. CRISIL assumes no obligation to update its opinions following publication in any form or format although CRISIL may disseminate its
opinions and analysis. CRISIL rating contained in the Report is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors
and/or clients when making investment or other business decisions. The recipients of the Report should rely on their own judgment and take their own professional
advice before acting on the Report in any way.

Neither CRISIL nor its affiliates, third party providers, as well as their directors, officers, shareholders, employees or agents (collectively, “CRISIL Parties”) guarantee the
accuracy, completeness or adequacy of the Report, and no CRISIL Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the
cause, or for the results obtained from the use of any part of the Report. EACH CRISIL PARTY DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE. In no event
shall any CRISIL Party be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of any part of the Report even if advised of
the possibility of such damages.

CRISIL Ratings may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of the instruments, facilities, securities
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or from obligors. CRISIL’s public ratings and analysis as are required to be disclosed under the regulations of the Securities and Exchange Board of India (and other
applicable regulations, if any) are made available on its web sites, www.crisil.com (free of charge). Reports with more detail and additional information may be available
for subscription at a fee — more details about CRISIL ratings are available here: www.crisilratings.com.

CRISIL and its affiliates do not act as a fiduciary. While CRISIL has obtained information from sources it believes to be reliable, CRISIL does not perform an audit and
undertakes no duty of due diligence or independent verification of any information it receives and / or relies in its Reports. CRISIL keeps certain activities of its business
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Ratings
(::;:::) Ratings1 Remarks

Perpetual Bond 1,500 CARE AA; Stable Reaffirmed
[Double A; Outlook: Stable]

Hybrid Bond 1,500 CARE AA; Stable Reaffirmed
[Double A; Outlook: Stable]

Non-convertible Debentures 2,210 CARE AA; Stable Reaffirmed
[Double A; Outlook:Stable]

Details of instruments in Annexure-1

Detailed Rationale & Key Rating Drivers

The rating assigned to long-term debt instruments of The Tata Power Company Limited (TPCL) factors in the company’s
strong market position as an integrated power player, stable cash flows, plans to monetize non-core assets to reduce
debt level and high financial flexibility it enjoys by virtue of being a part of the Tata group. The rating strengths are,
however, tempered by Tata Power’s moderate financial risk profile as a result of high levels of consolidated debt, stress
on financial risk profile on account of unfavourable verdict of the Hon. Supreme Court, continuing losses at Coastal
Gujarat Power Limited and delay in the realisation of funds from stake sale in PT Arutmin Indonesia coal mine.

The rating continues to derive strength from Tata Power’s strong position as an integrated power company as reflected
by its significant presence in the generation, transmission and distribution space. Its cash flows from core licensed
operations are stable due to the regulated nature of the business. About half of Tata Power’s generation capacity of
10,757 MW (as on March 31, 2018) is operated either under cost plus regime or on a captive basis with strong
counterparties which translates in stable earnings visibility and limits the risk faced by the company due to volatility in
fuel prices. A similar assured return on equity model exists in its transmission and distribution business lending stability to
the company’s cash flows. With the acquisition of Walwhan Renewable Energy Limited’s (WREL) assets, the company has
steady cash flows from the renewable assets which will add to the diversity of revenues of the company.

The company has strong financial flexibility as reflected in its ability to raise funds through equity or asset sales.
Furthermore, sale of investment in coal mines when crystallised is expected to be utilised to prepay debt. The company
has investments in certain Tata Group companies that can be sold, if required, to enhance liquidity. Tata Power’s
ownership interest in Indonesian coal entities provides partial hedge, to an extent, in case of adverse fuel price
movement.

The commissioning of Mundra Ultra Mega Power Project (Mundra UMPP) [under Coastal Gujarat Power Limited (CGPL)],
led to increased revenue contribution from the non-licensed operations wherein the fuel cost is partially pass-through.
The changes in coal export regulations of Indonesia adversely impacted the economics of the project resulting in
continued losses. The Honourable Supreme Court through its judgement passed in April 2017, set aside the previous
favorable order of APTEL. Furthermore, the apex court has clarified that changes in the cost of fuel or the agreement
becoming onerous to perform, are not treated as force majeure events under the PPA and thus disposed of the
submission for relief under the force majeure clause. The order inhibits the company’s ability to recover the past under
recoveries as well as get a favourable compensatory tariff for the project exerting stress on the financial risk profile of the
company.

The consolidated borrowings of Tata Power continued to be high owing to debt taken to fund its projects and support
high level of regulatory assets. The total consolidated debt of the company stood at Rs.48,589 crore at the end of March
31, 2018. The overall gearing ratio as on March 31, 2018 stood at 3.13x. The company intends to replace a portion of the
acquisition related debt by equity in the near term thereby mitigating any adverse impact on the capital structure.

Raising of equity capital as envisaged for replacing a portion of the acquisition related debt, timely monetization of non-
core assets, execution of the PT Arutmin stake sale process, time-bound liquidation of regulatory assets and any adverse
impact on financial leverage remain the key rating sensitivities.

Detailed description of the key rating drivers

Key Rating Strengths

Established parentage; strategic importance to the Tata Group: TPCL is one of the largest integrated power players in
the country and caters to captive power requirement of other companies within the Tata Group. TPCL is a part of the Tata

! complete definition of the ratings assigned is available at www.careratings.com and other CARE publications
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Group with Tata Sons Limited holding 31.05% stake in TPCL as at June 30, 2018. The group comprises over 100 operating
companies, in various key business sectors such as steel, auto, communications & information technology, engineering,
materials, services, energy, consumer products and chemicals. The group has operations in more than 80 countries across
six continents and exports products and services to 85 countries. By virtue of being part of the Tata Group, the company
enjoys high level of financial flexibility.

Stable cash flows from the company’s core licensed operations: TPCL operates about half of its total generation capacity
either under a cost plus regime or on a captive basis with strong counterparties that translates into stable earnings
visibility and limits the risk faced by the company due to volatility in fuel prices. A similar assured return on equity model
exists in its transmission and distribution business lending stability to the company’s cash flows. However, any regulatory
delay in receiving tariff orders, disallowance of immediate pass-through of expenses leading to creation of regulatory
assets does call for stop gap funding arrangements. Ownership interest in Indonesian coal mines acts as a partial hedge to
an extent to counter adverse fuel price movement.

Key Rating Weaknesses

Stressed financial risk profile: Coastal Gujarat Power Ltd (CGPL, the subsidiary for Mundra UMPP) entered into PPA with 5
state utilities [Gujarat (1805 MW), Maharashtra (760 MW), Punjab (475 MW), Haryana (380 MW) and Rajasthan (380
MW)] for a period of 25 years for a levelised tariff of Rs.2.26 per KWh, with only a partial pass through (45%) of fuel cost
thereby exposing the company to fuel price risk. The Hon. Supreme Court through its judgement passed in April 2017, set
aside the previous favorable order of APTEL and thus disposed off the submission for relief under the force majeure
clause. The order inhibits the company’s ability to recover the past under recoveries as well as get a favourable
compensatory tariff for the project exerting stress on the financial risk profile of the company. In order to address the
situation and to reduce losses, the company is adopting measures like reduction in Operations & Maintenance (O&M)
expenses, sale of power in the open market beyond 80% PLF levels, re-financing the existing high cost forex debt,
blending of coal by sourcing coal from other geographies including Russia.

Highly leveraged capital structure: The total consolidated debt of the company stood at Rs.48,589 crore at the end of
March 2018. The overall gearing ratio as on March 31, 2018 stood at 3.13x. The capital structure of TPCL is highly
leveraged as the company has already raised bonds of Rs.3,500 crore in relation to the acquisition of WREL. Furthermore,
debt of around Rs.5,500 crore in the books of WREL has been added to the consolidated debt of TPCL, thereby weakening
its capital structure. The capital structure is expected to stabilise subsequent to the infusion of equity or through monies
realized from sale of non-core assets. The expected consideration from stake sale in PT Arutmin is $246.63 million. The
company has sold off investments in Tata Communications, Pantone Finvest and Tata Teleservices Limited (TTSL) while
Tata Projects and Strategic Engineering Division (SED) are in the process of being divested. As on June 30, 2018, the
company had monetized investments and realized Rs.2,157 crore which have been used to pare debt at CGPL. Liquidation
of accumulated regulatory assets and monetization of non-core assets would be crucial for Tata Power to improve the
leverage position of the company.

Analytical approach: Consolidated

Applicable Criteria

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

Rating Methodology: Factoring Linkages in Ratings
Rating Methodology - Infrastructure Sector Ratings
Financial ratios — Non-Financial Sector

Rating Methodology - Private Power Producers

About the Company

Incorporated in 1919, TPCL is an integrated power utility company and one of the major companies of the Tata group.
TPCL is one of the largest private integrated power companies in India with presence across the entire power value chain
— covering power generation, transmission, distribution and trading and fuel and logistics. On a consolidated basis, as at
March 31, 2018, the company had an installed generation capacity of 10,757 MW (up from 10,463 MW as at March 31,
2017) based on various fuel sources: thermal, hydroelectric power and other renewable energy. TPCL also has businesses
of power transmission and power distribution in Mumbai and power distribution in Delhi {through Tata Power Delhi
Distribution Company Limited (TPDDL, in which TPCL holds 51%)}.

In addition, TPCL also has a strategic investment in coal assets through a 30% stake in Indonesian thermal coal companies
— PT Kaltim Prima Coal and 26% stake in PT Baramulti Suksessarana Tbk. The investment is part of TPCL's strategy to
ensure fuel security for its thermal power projects.

2 | CARE Ratings Limited


http://www.careratings.com/upload/NewsFiles/GetRated/Outlook%20Criteria.pdf
http://www.careratings.com/pdf/resources/CAREPolicyonDefaultRecognition.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Factoring%20Linkages%20in%20Ratings.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Infrastructure%20Sector%20Ratings.pdf
http://www.careratings.com/pdf/resources/FinancialratiosNonFinancialSector.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Private%20Power%20Producers.pdf

Press Release

During FY18 (refers to the period April 1 to March 31), TPCL reported a total income of Rs.29,724 crore and Profit after
tax of Rs.2,679.11 crore compared with the total income of Rs.28,231.35 crore and profit after tax of Rs.1,099.63 crore
in FY17.

Brief Financials (Rs. crore)-TPCL FY17 (A) FY178 (A)
Total operating income 28,231.35 29,723.85
PBILDT 6,510.75 6,754.78
PAT 1,099.63 2,679.11
Overall gearing (times) 3.69 3.13
Interest coverage (times) 1.93 1.81
A: Audited

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

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: Ratnam Raju Nakka

Tel: 022 — 67543578
Email: ratham.nakka@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

Name of the Date of Coupon Maturity Size of the Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Debentures-Non December 2012 9.40% December 2022 210.00 CARE AA,; Stable
Convertible Debentures
Debentures-Non August 2012 11.40% August 2072 1500.00 CARE AA; Stable
Convertible Debentures
Debentures-Non November 2014 9.48% November 2019 500.00 CARE AA; Stable
Convertible Debentures
Debentures-Non - - - - Withdrawn
Convertible Debentures
Debentures-Non November 2017 7.99% Nov 2020-Nov 2024 1500.00 CARE AA,; Stable
Convertible Debentures
Bonds-Perpetual Bonds June 2011 11.50% Perpetual 1500.00 CARE AA,; Stable
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
2018-2019 | 2017-2018 | 2016-2017 | 2015-2016
1. Debentures-Non - - - - - - -
Convertible Debentures
2. Bonds-Perpetual Bonds LT 1500.00 CARE AA; - 1)CARE AA; |1)CARE AA; [1)CARE AA
Stable Stable Stable (19-Nov-15)
(11-Sep-17) |(03-Feb-17)
2)CARE AA
(14-Jul-16)
3. |Debentures-Non LT 1500.00 CARE AA; - 1)CARE AA; [1)CARE AA; |1)CARE AA
Convertible Debentures Stable Stable Stable (19-Nov-15)
(11-Sep-17) |(03-Feb-17)
2)CARE AA
(14-Jul-16)
4. |Debentures-Non LT 210.00 CARE AA; - 1)CARE AA; |1)CARE AA; [1)CARE AA
Convertible Debentures Stable Stable Stable (19-Nov-15)
(11-Sep-17) |(03-Feb-17)
2)CARE AA
(14-Jul-16)
5. Debentures-Non LT 500.00 CARE AA; - 1)CARE AA; |1)CARE AA; [1)CARE AA
Convertible Debentures Stable Stable Stable (19-Nov-15)
(11-Sep-17) |(03-Feb-17)
2)CARE AA
(14-Jul-16)
6. [Debentures-Non LT - - - 1)CARE AA; [1)CARE AA; |1)CARE AA
Convertible Debentures Stable Stable (08-Jan-16)
(11-Sep-17) |(03-Feb-17)
2)CARE AA
(14-Jul-16)
7. [Debentures-Non LT 1500.00 CARE AA; - 1)CARE AA; - -
Convertible Debentures Stable Stable
(08-Nov-17)
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