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PTC India Financial Services Limited
Long-term rating downgraded to 'CRISIL A/Negative': short-term rating reaffirmed

Rating Action

Total Bank Loan Facilities Rated Rs.11000 Crore
CRISIL A/Negative (Downgraded from 'CRISIL

Long Yerm Rating A+/Negative’)

Short Term Rating CRISIL A1 (Reaffirmed)

Rs.1000 Crore Commercial Paper CRISIL A1 (Reaffirmed)

Non Convertible Debentures Aggregating Rs.269.49 CRISIL A/Negative (Downgraded from 'CRISIL
 Crore || A+/Negative') - |
Nide: None of the Directors o CRISIL Ralings Limited's Board ame mambers of rating commilles and thas do not parficipale in discussion ar assignmend of any ralings.

The Board of Diractors also does nof discuss any ratings at ils meslings.
T crorg = 70 rillion
Refer fo Anrexurne for Details of insiruments & Bank Faciities

Detailed Rationale

CRISIL Ratings has downgraded its rating on the long-term bank facilities and non convertible debentures of PTC India
Financial Services Limited (PFS) to '‘CRISIL A/Negative' from 'CRISIL A+/Negative'. The rating on the short term bank
facilities and commercial paper programme has been reaffirmed at 'CRISIL A1’

The rating action reflects the continued delay in incremental fund raising, which has led to PFS limiting its lending activity
thereby impacting business operations. The company did not make any substantial disbursements during May-September
2023 due to lack of fresh funding, Challenges in raising funds are primarily attributable to corporate governance concems
raised earlier by independent directors.

In a bid to address concerns, the company has taken several steps. Firstly, the company focused on strengthening the senior
management, Over the period till June 2023, the company appointed an Executive Director (Credit), a head for Internal Audit
and a head for Human Resources amongst others, However, on June 20, 2023, pursuant to the direction of the Reserve
Bank of India (RBI), the then Managing Director & CEQ, Dr. Pawan Singh proceeded on leave. Consequently, the PFS Board
named Mr, Mahendra Lodha, who was holding the position of Director (Finance) & Chief Financial Officer (CFQ), fo take over
the functions and responsibilities of MD & CEO on interim basis.

Since then, the company has continued to further strengthen the senior management with the appeintment of an Executive
Director (Project Monitoring, Disbursement and Recovery) and a Chiel Compliance Officer in October 2023, CRISIL Ratings
also understands that the appointment of a regular MD and CEQ is al advance stages of completion,

Secondly, the company has continued to focus on collections — especially on resolution of delinguent accounts (classified as
gross stage 2 and stage 3) — and maintain high liquidity levels. Till date, 2 of the top 5 gross stage 3 loan accounts are either
resolved or fully provided. The gross stage 2 book as on June 30, 2023 has also seen 3 oul of a total of 7 accounts being
repaid fully as on date.

Lastly, the company has continued their engagement with existing and new lenders to address any concerns and resume
resource mobilisation.

Incremental fund raising has been limited to Rs 300 crore since January 2022 and hence, disbursements have been funded
mainly through repayments and prepayments. Overall disbursements for fiscal 2023 stood at Rs 2,253 crore against
sanctions of Rs 3,854 crore (Rs 3,888 crore and Rs 4,150 crore, respectively, for fiscal 2022), Disbursements for the first
guarter of fiscal 2024 stood at Rs 332 crore and reduced to Rs 78 crore during the second guarter. Consequently, gross loan
book declined by 15.6% in fiscal 2023 and stood at Rs 7,339 crore (Rs 8,688 crore as on March 31, 2022} and further



declined by 2% to Rs 7,175 crore in 1H FY24. The loan book may further decline in thie fiscal in light of stoppage of
disbursements unless the company is able to mobilise fresh funding from fenders.

The 'Negative’ outlook on the long-term rating factors the prolonged delay in augmenting debt funding, and its resultant
impact on the company’s growth and overall business performance. CRISIL Ratings will continue to monitor the business
perfarmance, with particular focus on the company’s incremental fund raising and, thereby, its ability to normalise operations.
Additionally, the stance taken by the regulators on PFS will continue to remain a key rating monitorable.

Earlier, on January 31, 2022, CRISIL Ratings had previously placed the ratings on the debt instruments of PFS on "Watch
with Developing Implications', following the resignation of three independent directors of the company citing corporate
gavaernance lapses, Furthar, CRISIL Ratings had taken note of similar developmeants in December 2022 with the resignation
of another set of three independent directors (appointed by parent PTC India Limited on interim basis), with two of
them also highlighting corporate governance lapses at the company.

PFS, in turn, had refuted these allegations. Earlier, three new independent directors were appainted on November 15, 2022.
With this, the Board had guorum in place to function as per requirement. The raling walch was resolved on June 8, 2023,
post release of fiscal 2023 results, with the ratings placed on a negative outlook to monitor for incremental fund raising and
resumption of steady growth in lending.

The ratings reflect the expectalion of strong support from ils promoter, PTC India Lid (PTC; rated 'CRISIL A1+'), and lhe
company's adequate capitalisation and earnings profile. These strengths are partially offset by exposure to risks related to
assat quality given the challenges faced by the power sector, and modest market share in the infrastructure financing
sagment.

Analytical Approach
For arriving at its ratings, CRISIL Ratings has analysed the business and financial risk profiles of PFS on a standalone basis.
The ratings also factor in the company's strategic importance to, and expectation of strong suppor! from promoter, PTC.

Key Rating Drivers & Detailed Description

Strengths:

Expectation of strong support from the parent

FFS remains strategically important to PTC, given the latter's objective of operaling as an integrated player in the power
sector. PFS offers financing solutions to entities in the power sector and complements PTC's role by offering power-trading
solutions. PTC has invested Rs 754.77 crore in PFS till date and holds a 64.99% stake in the company as on September 30,
2023, The parent continues to extend branding, strategic, management and funding support to the company. PFS benefils
from the parent's strong domain knowledge and healthy customer relationships. PTC's chairman and managing director is the
non-executive chairman of PFS. Additionally, the company now has two common directors including non-executive chairman.
The parent will support PFS in meeting its debt obligation in a timely manner, in the event of a distress situation. PTC will also
have a moral obligation to support the subsidiary glven the strong refationships and shared brand between the two.

Adequate capitalisation

Capital structure is supported by a healthy networth of Rs 2,475 crore as on September 30, 2023 (Rs 2,443 crore as on
March 317, 2023). Tier-1 capital adequacy ratio (CAR) was 37.7%, with overall CAR al 38.6% as on September 30, 2023,
compared with 32.4% and 33.1%, respectively, as on March 31, 2023. Gearing stood at 1.9 times as on September 30, 2023
(2.4 times as on March 31, 2023) and is expected to remain under 6.0 times on a steady-state basis. Capital position also
supports asset-side risks. Metworth coverage for net non-performing assets (NPAs) was adequate at 5.0 times as on
September 30, 2023 (8.0 times as on March 31, 2023). While the current capitalisation will support near-term growth plans,
the ability to raise additional capital to fund large growth plans will remain a key rating monitorable over the medium term.

Weaknesses:

Delay in raising funds limiting growth opportunities

PF3 has a moderate market share in the infrastructure financing segment, with a gross loan book of Rs. 7,175 crore as on
September 30, 2023 (Rs 7,339 crore as on March 31, 2023, Rs 8,686 crore as on March 31, 2022, and Rs 11,094 crore as
on March 31, 2021). The decline in loan book was on account of the company's inability to sanction new proposals due lo
non-availability of a fully functioning board during the fourth quarter of fiscal 2022 and the first half of fiscal 2023,
Furthermore, the company's disbursements were modest at Rs 410 crore during 1HFY 24 due to lack of fresh funding. Its
sanctioned and disbursed loans amounted to Rs 3,854 crore and Rs 2,253 crore, respectively, in fiscal 2023 (Rs 4,150 crore
and Rs 3,888 crore, respectively, in the cormesponding period previous fiscal), Of these, Rs 2,694 crore and Rs 1,192 crore
were the sanclions and disbursals, respectively, in the second-hall of fiscal 2023, Furthermore, while the company has been
evaluating new loan proposals, discussions on fresh funding have been underway for a while with multiple lenders, which are
yet to fructify into formal sanction of limits. Ability to secure these borrowings in the near term to normalise operations and
dishursements will nged to be a key rating monitorable.

Exposure to asset quality risks arising from challenges faced by the power sector

PF3' asset quality remains vulnerable to its concentration in the power sector, weak financial health of state power
distribution companies. To mitigate these risks, the company pruned its exposure to the thermal segment (which now stands
at about 6%), and consequently expanded its renewable energy portfalio, which accounted for around 28% of the tolal loan



book as on March 31, 2023. However, given the nalure of the business, around 18% of loans (~Rs 1300 crore) are still under
moratorium (of which Rs 1000 crore are to state owned entities) and the impact of seasoning will be visible only over the
medium tarm. Gross Stage 3 assets stood at 13.7% as on September 30, 2023, Gross NPAs (GNPAs) stood at 10.0% as on
same date against 9.7% as on March 31, 2023. In absolute terms, GNPA remained at a similar level of Rs 720 crore as on
September 30, 2023, compared with Rs 716 crore as on March 31, 2023,

Provision coverage remained healthy at around 62% as on September 30, 2023 (57% as on March 31, 2023), even as net
MPA stood at 4.1% as on September 30, 2023, versus 4.5% as an March 31, 2023. Credit costs declined to 0.9% (of average
assets; annualised) for fiscal 2023 from 1.6% for fiscal 2022. Consequently, profit after tax (PAT) was Rs 176 crore with return
on average assets (RoA) of 2.1% for fiscal 2023, against Rs 130 crore and 1.2%, respectively, for fiscal 2022. Credit cost
further improved to 0.5% during the first half of fiscal 2024 and the company reported a PAT of 97 crore with an annualised
ROA of 2.6%.

While PFS has resolution plans in place for large NPAs, and there has been some progress, timelines and ability to effect
significant recoveries will continue to be monitored. Thus, the impact of asset quality and recoveries on profitability will remain
a monitorable,

Liquidity: Adequate

The analysis of the asset liability matunty profile of PFS as of March 31, 2023 shows nil negative cumulative mismatches in
the cne-year bucket, without adjusting available unutilised bank limits, As on October 9, 2023, cash balance (Rs 14.6 crore)
and fixed deposit investments (Rs 401 crore) should suffice to cover debt repayments for the next three months,

: Negative
Any further delay in incremental fund raising will continue to impact business operations and, in turm, market position,

Rating Sensitivity Factors

Upward Factors

+«  Traction in fund raising at eptimal pricing enabling resumption of business operations

«  Material improvement in the credit risk profile of PTC

«  Significant improvement in the asset quality and competitive position of PFS amid comfortable financial risk profile {RoA
crosses 2.5% on a sustainable basis)

Downward Factors

=  Continued pressure on incremental fund raising and consequent impact on business operations

= Any adverse impact of the stand taken by requlators

«  Decline in support from PTC, either by way of decline in its ownership below 50% or in the stralegic importance of PFS lo
PTC

«  Significant and consistent increase in delinquencies impacting profitability

About the Company

PFS was incorporated in September 2006 and commenced operations in May 2007, It is promoted by PTC to provide
financial services and related products to companies in the energy value chain. PFS is registered with the Reserve Bank of
India as an infrastructure-financing non-banking financial company. It provides loans (including mezzanine funding) to
infrastructure projects, with primary focus on renewable projects; along with other projects of distribution, transmission, road
under hybrid annuity model, sewage treatment and ports. The company also provides non-fund-based products and services
to companies in the power sector. As on September 30, 2023, gross loan book was Rs 7,175 crore, comprising 29.0%
towards renewables, 6.6% to thermal and hydro assels and the rest being others (including, transmission, sustainable
infrastruclure, road projects and state power utility).

For fiscal 2023, PAT stood at Rs 176 crore on total income (net of interest expense) of Rs 365 crore, against Rs 130 crore
and Rs 389 crore, respactively, for the previous fiscal.

For the first half of fiscal 2024, PAT stood at Rs 97 crore on total income (net of interest expense) of Rs 181 crore, against Rs
103 crore and Rs 184 crore, respectively, for the corresponding period previous fiscal.

Key Financial Indicators

As on | for the period ended Unit Sep 30, 2023 Mar 31, 2023 Mar 31, 2022
Total assets Rs crore 7361 T634 9516
Total income (net of interest expense) Rs crore 181 365 389

PAT (excluding comprehensive income) Rs crore a7 176 130
Gross Stage 3 Yo 13.7 13.6 12.3
Gearing Times 1.9 24 3.1

RoA (calculated, annualisad) Ya 2.6 21 1.2

Any other information: Mot applicable




Note on complexity levels of the rated instrument:

CRISIL Ratings™ complexity levels are assigned to various types of financial instruments and are included (where applicable)
in the "Annexure - Details of Instrument’ in this Rating Raticnalea,

CRISIL Ratings will disclose complexity level for all securities - including those that are yet to be placed - based on available
information. The complexity level for instruments may be updated, where required, in the rating rationale published
subsequent to the issuance of the instrument when details on such features are available.

For more details on the CRISIL Ratings’ complexity levels please visit www.crisilratings.com. Users may also call the

Customer Service Helpdesk with queries on specific instruments.

Annexure - Details of Instrumeant(s)
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Annexure - Details of Bank Lenders & Facilities
Facility Amount (Rs.Crore) Name of Lender Rating
Line of Credit 600 Union Bank of India CRISIL A1
Long Term Bank Facility 966.47 Bank of India CRISIL A/Negative
Long Term Bank Facility 590.63 Bank of Maharashtra CRISIL A/Negative
Long Term Bank Facility 1410.34 Canara Bank CRISIL A/MNegative
Long Term Bank Facility 48.85 Central Bank Of India CRISIL A/Negative
Long Term Bank Facility 615.62 Bank of Baroda CRISIL A/Negative
- The Jammu and Kashmir .
Long Term Bank Facility 146.71 Rank Limited CRISIL A/Megative
Long Term Bank Facility 1072.98 Union Bank of India CRISIL A/Negative
Long Term Bank Facility 11.13 Punjab National Bank CRISIL A/Negative
Long Term Bank Facility 628.28 State Bank of India CRISIL A/Negative
Long Term Bank Facility 89.81 Indian Bank CRISIL A/Negative
Overdraft Facility 100 Bank of Baroda CRISIL A1
Overdraft Facility 400 Indian Bank CRISIL A1
Overdraft Facility 100 Canara Bank CRISIL A1
Proposed Long Term Bank 2
Loan Facility* 3919.18 Mot Applicable CRISIL A/Negative
woren SepralOcmend 300 Punjab National Bank CRISIL A1

‘Inferchangeable with short-term bank facility
Criteria Details

Links to related criteria

CRISILs Bank Loan Ratings - process, scale and default recognition
isil fteria ting_cov i1 |

Rating Criteria for Finance Companies

CRISILs Criteria for rating short term debt

Criteria for Notching up Stand Alone Ratings of Companies based on Parent Support
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Mote for Media:

This raling rationala is ransmitted to you for the sole purpose of dissemination through your newspaper'magazine/agency. The raling rationale may ba
used by youin full o in part without changing the meaning or confest thesao! but with dus credit to CRISIL Ratings. However, CRISIL Ratings alone has
tiver sobe right of distribution (whather disectly or indirectly} of its rationakes for consideration o atherwise theough any media ncleding websites and portals,

About CRISIL Ratings Limited (A subsidiary of CRISIL Limited, an S&P Global Company)

CRISIL Ratings picneared the concept of cradit rating in India in 1887, With a tradition of independence, analytical rigour and
innovation, we set 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 converdible bonds and debentures, perpetual
bonds, bank hybrid capltal instruments, asset-backed and mongage-backed securities, partial guarantess and other structured
debt instruments. We have rated over 33,000 large and mid-scale corporates and financial institutions, We have also instituted
several innovations in India in the rating business, including ratings for municipal bonds, partially guaranteed instruments and
infrastructure investment trusts (InviTs).

CRISIL Ratings Limited {'"CRISIL Ratings’) 15 a wholly-owned subsidiary of CRISIL Limited (CRISILY), CRISIL Ratings Limited is
registered in India as a credit rating agency with the Securities and Exchange Board of India ("SEBI").

For more information, visit www.crisilratings.com

About CRISIL Limited

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better,

Itis India's foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of
innovation, and global footprint,

It has delivered independent opinicns, actionable insights, and efficient solutions to over 100,000 customers through businesses
thal operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It is majority owned by S&F Global Inc, 2 leading provider of transparent and independent ratings, banchmarks, analytics and
data to the capital and commodity markets worldwide.

For mare information, visit www.crisil.com

Cannect with us: TWITTER | LINKEDIM | ¥OUTUBE | FACEBOOK

CRISIL PRIVACY NOTICE

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

CISCLAIMER

This disclaimer is part of and applies to each credit rating report and/or credit rating rationale ('report') that is provided by
CRISIL Ratings Limited ("CRISIL Ratings’). To avoid 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 Ratings providing
or intending to provide any services in jurisdictions where CRISIL Ratings 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 Ratings 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 to
enter into any deal ar transaction with the entity to which the repart 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 Ratings 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 Ratings assumes no obligation to update its opinions following publication in any form or format although CRISIL
Ratings may disseminate its opinions and analysis. The 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. CRISIL Ratings or its associates may have other commercial transactions with the entity to which the
repart pertains.

Meither CRISIL Ratings nor its affiliates, third-party providers, as well as their directors, officers, shareholders, employees or
agents (collectively, "CRISIL Ratings Parties') guarantee the accuracy, completeness or adeqguacy of the report, and no CRISIL
Ratings Party shall have any liability for any errars, omissions or interruptions therein, regardless of the cause, or for the
results obtained from the use of any part of the report, EACH CRISIL RATINGS 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 Ratings Party be liable to any party for any direct, indirect,
incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees or losses
(incheding, without limitation, lost incame 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 far its ratings and certain credit-related analyses, normally from issuers ar
underwriters of the instruments, facilities, securities or fram obligors, Public ratings and analysis by CRISIL Ratings, 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 website, www.crisilratings.com (free of charge). Reports with more detail and additional
infarmation may be available for subscription at a fee - mare details about ratings by CRISIL Ratings are available here:
wiww.crisiiratings, cam.

CRISIL Ratings and its affiliates do not act as a fiduciary. While CRISIL Ratings has obtained information from sources it believes
to be reliable, CRISIL Ratings does not perform an audit and undertakes no duty of due diligence or independent verification of
any information it receives and/or relies on in its reports. CRISIL Ratings has established policies and procedures to maintain
the confidentiality of certain non-public information received in connection with each analytical process. CRISIL Ratings has in
place a ratings code of conduct and policies for managing conflict of Interest. For details please refer to;

hitps:/fwww.crisil. com/en/home/our-businesses /ratings/regulatory-disclosures/highlighted-pglicies htm|.

Rating criteria by CRISIL Ratings are generally available without charge to the public on the CRISIL Ratings public website,
wiww.crisilratings.com. For latest rating information on any instrument of any company rated by CRISIL Ratings, you may
contact the CRISIL Ratings desk at crisiiratingdesk@crisil.com, or at (0091) 1800 267 1301,

This report should not be reproduced or redistributed to any other person or in any form without prior written consent from
CRISIL Ratings,

All rights reserved @ CRISIL Ratings Limited. CRISIL Ratings is a wholly owned subsidiary of CRISIL Limited.

CRISIL Ratings uses the prefix 'PP-MLD' for the ratings of principal-protected market-linked debentures (PPMLD) with effect
from MNovember 1, 2011, to comply with the SEBI circular, "Guidelines for 1ssue and Listing of Structured Products/Market Linked
Debentures”. The revision in rating symbols for PPMLDs should not be construed as a change in the rating of the subject
instrument. For details on CRISIL Ratings' use of 'PP-MLD' please refer to the notes to Rating scale for Debt Instruments and

Structured Finance Instruments al the following link: httos:Mwww crisl com/an/home/our-businesses/ratings/credit-ratings-scale htm|



