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Rating Rationale
AcUité hos downgraded s long-term rating 1o *"ACUITE A+ (read as ACUITE A plus) from
'ACUITE AA-' ([read as ACUITE double A minus) on the Bs. 50.00 Cr. bank Tacililies of Toursm
Finance Carporalion of India Limiled [TFCI). The ocullook is revised rom 'Negalfive’ o 'Stable’

Acuité has downgraded s loeng-term rating fo "ACUITE A+' (read as ACUITE A plus) from
'ACUITE AA-' (read as ACUITE double A minus) on the Rs. 352.74 Cr. secured redeemable
Non-convertible debentures issued by Toursm Finance Corporation of India Limited (TFCI).
The outlook is revised from 'Negative’ to “Stable’

Acuite has downgraded its long-term rafing of 'ACUITE PP-MLD A+' (read as ACUITE Principal
Protected Market Linked Debentures A plus) from 'ACUITE PP-MLD AA-' (read as
ACUITE Principal Protected Market Linked Debentures double A minus) on the Rs. 7500 Cr
principal protected market inked debentures of Tourism Finance Corporation of India Limited
[TFCI). The outlook is revised from 'Negative' to 'Stable’

Acuite has downgraded its long-term rating of 'ACUITE Provisional AA-' (read as ACUITE
Provisional double A minus) from "ACUITE Provisional AA' (read as ACUITE Provisional double
A }on the Rs. 250,00 Cr proposed secured redeemable Non-converfible debenture issued by
lourism Finance Corporation of India Limited (TFCY. The outlook is revised from 'Negative® fo
'Stable’,

The ratfing on the Rs. 25000 Cr. proposed NCD for TFCI is provisionol and the final rating is
suject fo:

« Appointment of o SEBl registered Debenture Trustee

« Execution of signing of Trust Deed

s Receipt of the final term sheetl and confimation from trustes regarding  the
complionce with all the terms and conditian of taerm sheaeat.

Reason for downgrade

The revision in rating is primarity on account of deterioration in asset quality along with low
provisioning coverage rofic and ity resultant impact on the financial sk profile of the
company. TFC| reporfed higher GHPA & NNPA levels ot 3.92 percent and 295 percent
respeclively as on March 31, 2023 os compared to 0.74 percent and 0.37 percent
respeclively as on March 31, 2022 which Turlher delerdoraled o 5.35 and 4.146 percenl
respectively in June 2023, Acuite however notes that this surge in GNPA and NNPA levels is
solety out of three large account for which resolution is curently underway. Acuite also notes
that sfressed assets ([GNPA + SR accounts) as a percentage to i3 eoming assets rose to £.14
percent as on June 30, 2023 from 4.11 percent os on March 31, 2022, The rafing is also



constrained by drop in AUM over the years, ALM leveals stood of Bs. 1,584 Cr a5 on June 30,
2023 in comparison to B51.621 Cr ond RBs.1.834 Cr os on March 2023 and March 2022,
respactively, Aculte further takes coanizance of TFCI's large exposure towards tourism sector.
The rating confinues to factor in long track record in financing touwrism and related sactors,
experienced management, healthy capitalisation levels and resource raising ability. The
rating also takes into occount its healthy copitalization with CAR level of 62.65 percent
coupled with low gearing levels of 0.78 fimes as on Mar 31, 2023 [CAR 54.57 percent and
gearing 1.34 fimes as on March 31, 2022),

About the company

TFCHis a Delhi-based NEFC-ND-SI, incorporated in 1989, as a Public Financial Institution [PF) to
cater fo the finaoncial needs of the toursm industry. The compony is listed on Bomboy Stock
Exchange and National Stack Exchange, Since Seplember 2018, there have been significant
changes in the promoters’ shareholding, with a stake dilution by IFC| Ltd., Ufe Insurance
Corporation of India ond other nafionalized banks durng FY1%9. As a result of fhis, the new
incoming shoreholders like Indic Opportunities Il Pte Ltd. & Tomaka Capital (Mauritius) Lid.
[maonoged by Ares 553G, a global Alternate Investment manager with approx. $197 killion of
ossets under manogement) and Mr. Keppara Sajeeve Thomas, as promater group along with
existing promoters, together held 51.58 percent as on March 31, 2019 of the fotal shares in the
company. Since March 2019, Redkite Capital Pyl Lid., erstwhile sharehclder of TFRCI also
started diluting its stake and in July 2020, it has been classified as public shargholder under
regulatory approvals. As on March 31, 2023, Life Insurance Corporation of India, the Oriental
Insurance Co, Lid., as promoters & Mr. Kopparo Sojeeve Thomas and Pransotree Heoldings
Fte. Limited os promoter group, hold 17.%6 percent stake in the company.

Standalone (Unsupported) Rating
ACUITE A+/Stoble

Analyvtical Approach

Acuité has considered the standalone financial and business risk profile of TFCI to arrive ar the rating. Further,
the rating also twkes the support of the presence of internal credit enhancement proposed in the form of Debt
Service Reserve Account {DSREA) and the Structured Payment mechanism.

The rating facters in the Structured Payment Mechanism (SPM) put in place by TFCI to ensure timely
availability of funds for servicing of debt obligations. The rating on the NCDs is secured by the presence of
Structured Payment Mechanism, .. Piper cent of the principal amount will be served as DSRA and this would
be provided i the form of fxed deposit, TRCT shall ensure that there i adeguate Tunds to mest scheduled
interest and principal obligations at T-5 days (T is the due date),

Key Rating Drivers
Strength

Established frack record of long term funding; moderate business valumes along with gradual
efforts to diversify info other sectors

TFCI is premoted by Life Insurance Corporation of India [LIC), the Crantal Insurance Co.
Limiled, Mr. Koppara Sajeeve Thomas and Pransalres Holdings Ple. Limited, The promoters
and promater group shareholding stood at 17.%4 percent as on Mar 31, 2023, Mr. Koppara
Sojeeve Thomas, Director, is an experienced banker with over three decades of experience
in retail and comporate banking, Copital Markets, Treasury and Risk Management. TFCI's loan
book stood at Bs. 1421 Cr. as on Mar 31, 2023 os compared to Rs, 1,834 Cr. as on March 31,
2022, TFCI disbursed Rs. 560 Cr. in FY2023 as compored to Bs. 277 Cr. during FY2022, Acuité
believes that TRCI will continue to leverage its established position, proven underwriting skills in
project finoncing and expertise of management to consolidate their position in the domaestic
lending sectar,

Prudent funding profile underpinned by low gearing and mix of medium term and long term
borrowings

TFCI's gearing has improved fo 0.98 times as on Mar 31, 2023 from 1.36 fimes as on March 31,
2022 and 1.72 times os on March 31, 2021, Networth of TRCI, mainly comprsed accumulated
reserves and stood at Bs, 1017 Cr. as on Morch 31, 2023 from Rs, 934 Cr, as on March 31, 2022,
TFCI's Capital adequacy ratio has alse improved to 62,45 percent as on Mar 31, 2023 from
54.59 percenl as on March 31, 2022 [March 31, 2020: 32.87 percent), with Tier-1 af 82.30
percen!, providing enough headroom o scale up ifs loan book. Since most of TRCH's assets
are long ferm |loans, TFCI's bomowing profile s largely constituted of medium fo long term
borowings, The total borowings stood at ~Rs, 998 Cr as on Mar 31, 2023, The company has a
posifive mismatch in asset liobiity mismatch statement as on Mar 31, 2023, The bank
borowings confributed &3 percent and the rest is funded through other capital morket



instruments, Motwithstanding the wholesale lending, TFC| confinuad to be consarvatively
geared and has odequate headroom fo meet near term business requirements,

Weakness
Weak asset quality

TFCI's loan book comprises long ferm loans (including project locns) primarily to tourism and
toursm related sector. Since these loans are usually for activities such as the construction of
hotels, etc. the average ficket size is high with individual exposures going beyond Rs, 75 Crin
ceartain coses. TFCHs loan bock 5 highly concentrated to company's top 20 borowers. Given
that wholesole exposures are chunky in nature, sippoges in few gccounts can lead 1o
significant asset quality deteroration, GhPA ond NNMPA of TFC| had increased to 3.92 percent
and 2.95 percent as on March 31, 2023 respeclively. GHNPA and NNPA was 074 percenl and
0.37 percent ds.on March 31, 2022 on account of seling off of two accounis ARC.

TFCI's stressed assets as d percentage o its eaming assets increased to 4.94 percent as on
March 31, 2023 frem 4.11 percent as on March 31, 2022, it further deteriorated to 4.146 percent
os on June 30, 2023 on account of 3 coses slipping into NPA, While Acuite tokes cognizance
of TFCI's osset quality stress, the company is ekpecting resolution of faw high ticket stressed
ossets duning FYZ2024 which might ease asset quality/ profitability pressures, TFC| hos made
ECL provisions of Rs. 19 Cr. for its Gross NPA that stood ot of Bs, 84 Tr. as on June' 23.

Acuité balieves that the abiility of the monagement to curtall incremental sippages in asset
qualily and maintain the growlh mameniurm in s loan book will remain key monitarable.

Moderation in AUM

TFCI has witnessed o down frend in its AUM in the past two yvears where total loon portfolio of
TFCI declined to Rs. 1,584 Cr. as on June 30, 2023 from Rs. 1,621 Cr. as on March 31, 2023 ond
further from Rs. 1,834 Cr. as on March 31, 2022, The decling in AUM was majordy on account
prepoyment of loans, This in-tum has affected their top line and the company has seen g
dacline in its Interest Income and Net Interest Income in FY2023. The exposure of TFCH is rmostly
associoled with established and repuled brands, which parlly miligates the sk, Any further
slawdown In economic activities will impact the business, thereby affecting the cash flows af
borrawers and impeding their aility to meet their commitment in a fimely manner,

ESG Factors Relevant for Rating

Tourism Finunee Corporstion of Imdin Limited (TFCIL) belongs to the Non-Banking Fmancial Companics
{NBFCY sector which complements bank lending in India, Some of the material povernance issues for the sector
are policies and practices wilh regards to business ethics, board diversity and independence, compensation
structure for board and KMPs, role of the audit committee and shareholders” nghts. On the secial aspect, some of
the critical issues for the sector are the contributions to financial inclusion and communily development,
sustainable financing including environmentally friendly projects and policics around data privacy. The industry,
by nature has a low exposure to envirenmental risks. TFCIL has maintained adequate transparency in its
business ethics operations ss it can be inferred through its disclosures regarding its policies on related party
transactions, vigil mechanism, grievanee redressal committee and whistle blowing. Additionally. the company
has delined a Code of Conduct @0 deter wrongdomgs and 1o promoete ethical practices. The company s board has
seven directors out of which three are independent directors and one fermale director, The Audit Committes of
the board comprises four directors, all of whom including the Chairman are independent, TECIL has adequale
transparency with respect to its shareholders rights, which can be inferred by way of its disclosures in this
respect. Since TFCIL is engaged in funding tourism infrastructure projects, it needs to formulate policies to
invest in green and sustainable projects and also have a negative screening mechanism in its credit policy.
Further. it also needs to assess its lending portfolio from an ESG perspective. As regards the social factors, the
projects financed by TECIL are expected to boost tourism in the country and generate emplovment in the sector.

Rating Sensitivity

Movement in AUM and disbursals levels
Resalution of siressed assets

Asset guality movement including softer buckets
Concentration of portfolio in hospitality sector

Material Covenants
TFCI 15 subject w covenants stipulated by 113 lenders/investors in respect of varous parameters like capital
structure, asset quality among others.

Liguidity Position



Adeguate
A per the asset lability management staterment as on Mar 31, 2023, TRCT has positive comulative mismatch m
near (o medivm term bucket, TFCT maintuined unencumbered cash balance of ~Rs, 90 Cr. as on June 30, 2023,

Outlook: Stable

Acuild believes that TFCI will maintain a "Stable' oullook over the medium term supported by ils established
presence in the microfinance segment along with demonstrated ability to grow its AUM while maintaining
healthy asset quality. The outlook may be revised 1o Positive in case of higher than expecied growth in AUM
while maintaining key operating metrics, asset quality and liguidity. The outlook may be revised to 'Negative' in
case of any headwinds faced in scaling up of operations or in case of any challenges in mamtaining its assct
quality, proftability metrics and capital adeguacy purametens around existing levels.

Other Factors affecting Rating
Mene

Key Financials - Standalone / Originator
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Any other information

Supplementary disclosures for Provisional Ratings

1. Risks associated with the provisional nature of the credit rating

In case there are material changes in the terms of the transaction after the initial assignment of the provisional
rating and post the completion of the issuance (corresponding to the part that has been 1ssued) Acuite will
withdraw the existing provisional rating and concurrently, assign a fresh final rating in the same press release,
hasis the revised terms of the transaction,

2. Rating that would have been assigned in absence af the pending steps! docomentation
The rating would be equated to the standalone rating of the entity: ACUITE AA-/ Negative

3. Timeline for conversion to Final Rating for s debt instrument proposed 1o be issued

The provisional rating shall be converted into a final rating within 90 days from the date of issuance of the
proposed debt instrument. Under no ¢ircumstance shall the provisional rating continue upon the expiry of 180
days from the date of issnanee of the proposed debt instrument

Applicable Criteria

+ Application OF Financial Ratios And Adjustments: hiipsSwww.senite. in/view-rating-criteria-53. him
* Default Recognition: hitps:fwww acnite in‘view-rating-criteria-33 him

« Non-Banking Financing Entities: hitps:/www aenite in/view-rating-criteria-44 litm

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 [evels: 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 instmument categorized as 'Simple’ can carry high levels of
risk. For more details, please refer Rating Criteria "Complexity Level OF Financial Instruments™

0N Ww aciite.in.



Rating History

Amount (Rs,

Drate: Name of Instruments/Facilitics Term Cr) Rating/Outlook
Term Loan I[::_f: 248,50 ACUITE AA- | Negative {Assigned)
! Long ACUITE AA- | Negative
u A B i
Mon Convertible Diebentures Term | 59,74 (Reaffrmed)
Proposed Mon Convertible Lang 200.00 ACUITE AA- | Negative
Debeniures Term s (Renffirmed)
Term Loan IT;:E 7744 ACUITE AA- | Negative (Assigned)
G ETE Long ACUITE AA- | Negative
Cash Credit Term 12400 (Reaffirmed)
Term Loan I.I'.::Irﬁ (.00 ACUITE AA- | Negative { Assigned)
Long . .
Term Loan Terin 67,50 ACUITE AA- | Negative ( Assigned )
07 Feb : s Long ACUITE AA- | Negative
3023 Proposed Bank Facihity Farris 407 (Raaffirmed)
Proposed Non Convertible Lotz 35000 ACUITE Provisional AA | Negative
Debentures Term : [ Reaffirmed)
Term Loan 'f“ng 4583 | ACUITE AA- | Negative (Assigned)
CIm
Term Loan %““g 200,00 | ACUITE AA- | Negative (Assigned)
erm
r i : - ? B . -
Mon Convertible Debentures Long 75,00 ALEUTTE FEMUE . | Dhegative
Tenmn [ Reaffirmed)
Proposed Bank Facility #i’:ﬁ 5068 | ACUITE AA- | Negative (Assigned)
Cash Credit %f;‘ﬁ 1000 | ACUITE AA- | Negative (Assigned)
Long ACUITE AA- | Negative
T Lioga Term 4343 (Reaffirmed)
Principal Protected Market Linked Long 75.00 ACUITE PP-MLD AA- | Negative
Debentures Term ; (Reaflirmed)
i R - Long ACUTITE AA- | Negative
Maon Converlible Debentures Term | 54,74 (Reaffirmed)
29 Apr 5 ogan Long ACUITE AA- | Negative
027 Proposed Bank Facility Term 20Hk.00 (Reaflirmed)
Proposed Non Convertible Long = . T !
Pl i 200,00 ACUITE AA- | Negative | Assigned)
Proposed Non Convertible Long 350,00 ACUITE Provisional AA | Stable
Debentures Term e i Reaflirmed)
Principu] Protected Market Linked | Long 75 00 ACUITE PP-MLID AA- | Negative
Diehentures Term g [ Assigned)
Proposed Non Convertible Lang 25000 ACUITE Provasionnl AA | Stable
26 Now Debenturves Tenm b (ReafTirmed)
2021 o Lomg 5 ACUITE AA- | Negative
Proposed Bank Faeility Term 2000 (Reaffirmed)
T *11 7 n ! s rairy
Mon Convertible Debentures Ling 159,74 ACUE 'Uf | Mugalave
Term [ Reaffirmed)
i ; = Long ACUITE AA- | Negative
Non Converlible Debentures Term 155,74 (Reaffirmed)
Propased Non Convertible Lamg " T
05 Aug Dibentines Term |4k 26 ACUITE AA- (Withdrawn)
2021 Proposed Mon Convertible Long 350,00 ACUITE Provisional AA | Stable
Debentures Term S (Reaffirmed)
Proposed Bank Facility #f;*: 20000 | ACUITE AA- | Negative (Assigned)
Proposed Non Convertible Long 140,26 ACUITE AA- | Negative
Debentures Term = [ Reaffirmed)
02 Mar ey S Lomg ACUITE AA- | Negative
2021 Mon Convertible Debentures Term | 59,74 (Reaffirmed)
Proposed Non Convertible Long 250,00 ACUITE Provisional AA | Stable
Debentires lerm - i Assigned)




24 Nov
2020

Proposed Mon Convertible Long 140,26 ACUITE AA- | Negative
Diehentures Term e (Reaffirmed)
} . Long ACUITE AA- | Negative
o n q T
MNon Converlible Debentures Term 154,74 (Reaffirmed)




Annexure - Details of instruments rated

Lender’s S Date O | Coupon | Maturity Qunnlumfﬂamplnity
MName ESIN Facllities Issuance Rate Date (Rs. Cr) Level Rating
ACUITE A+
: | Stahle |
; : Cash MNot Mot Mot ;
Indian Bank | Mot Applicable . b e S I TR Simple  |Downgraded
Credit  [Applicable|Applicable|Applicable | Bliave i
Stable
ACUITE A+
s | Seable |
Siate Bank of| . Cash Mot Mol st - .
i Mot Applicable ety - : ; 50,000 Simple  |Downgraded
India PP Credit  [ApplicablelApplicable] A pplicable P | Negagtiw o
Stable
ACUITE A+
Hom- | Stable |
Not - liNEsosagezsafConvertible 0% Mov |y gy f OINOV | sg 94 | Simple |Downgraded
Applicable Debentures| 2015 2025 hot o2
(NCD) | Megative (o
Stable
Principal h]z?u?ﬂll[_nﬁl 1
i ; : :
Not : | proteeted 1 g pee | Not | 01 Dec , | $table |
Applicable INEI03A07012 Tai};:: 2021 |Applicable] 2024 7540, | Complex Downgraded
s | Megative to
debentures Stahle
WITE A
Proposed Ail' :,;IL-EE_T
Mot . Long Térm Mot Nt Mot ; ;
Applicable Tot pplicabie Bank  [Applicable|Applicable| Applicable 294 Sunpls FT:;:;;E:::T::
Faciliry Stable
ACUITE A+
Proposcd | Stable |
Mot . Long Term Mot Mot Mot 7
H B T F = L .nﬂ [
Applicable Not Sxppiicable Bank  [ApplicablelApplicable{Applicable e opie [}rzn.vnglraq‘jud
Facility | Megative 1o
Stable
2 A+
Mot FT‘P'TI?: il Mot Mot Mot Mﬁ,ﬂ?
i : ooy R A ] B\ I-... . s
Applicable Not Applicable Convertible] ApplicablelApplicablelApplicable| Lol L “L'.n_ldml
| Megative to
Debentures
Stable
Provisional |
Propused : s F*s!;g:u
Not | Not Applicable| . NO! Not | Mot | Mot | o500 | simple
Applicable Convertiblel ApplicablelApplicable| A pplicable ' I)ﬁwl'-é raded
Debentures | Megative to
Seahle
ACUITE A+
= = | Stable |
Bank of : 30 Jun 31 Jul .
L 1 905 i L ThEr
Raioda Mot Applicable | Term Loan 2023 0 5027 4500 Simple  |Dow nE_ra.dl:d
| Megative to
Stable
ACUITE A+
| Stahle |
Canara Bank | Not Applicable| Term Loan Hm Hm gl (TS50 Simple  |Downaraded
available | available | available ;
| Megative to
Stable
ACUITE A+
x | Stahble |
Indian Bank | Mot Applicable | Term Loan :\.Jol b.'m [\_Jut T7.44 Simple:  |Downgraded
available | available | available ]
| Megative o
Stable
Punjab and [ Not Applicable | Term Loan Mot Mot Mol 41.67 Simple [ACUITE A+
Sind Bank available | avallable | available | Stable |
Downgraded




| Megative to

Stahle
Indian ACUITE A+
Infrastructure | Srable |
Finance | Not Applicable| Term Loan| N Hot Hot 0000 | Simple  |[Downgraded
Company available | available | availahle | Negative to
Limmited Stable
ACUITE A+
N Not Not | Stable |
LCO Bank | Not Applicable | Term Loan b g < SO0 Simple  [Downgraded
avatlable | available | availahle | Negative to
Stable
ACUITE A+
Indian ' | Stahle |
Overseas | Mot Applicable | Term Loan Hﬁl h.m . ND[ 20,00 Simple  |Downgraded
Bank available | available | available | Neagbiveid
Suible
ACUTTE A+
L | Stable |
State Bank of] - ) Mot Mal Mt S :
India Mot Applicable] Teeun Loan available | available | available it Simple  [Downgraded

| Megative to
Stable
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About Acuité Ratings & Research

Acuita is g full-service Credit Raling Agency registered with the Securties & Exchonge Board of
India (SEBI]. The company received BBl Accreditation gz an Extermal Credit Assessment Institution
[EC Al for Bank Loan BEatings under BASEL-Il normns in the year 2012, Acuité hos assigned ratfings to
vanous sacurties, debt instrurnants and bank fociliies of entities spread ooross the country and
across a wide cross section of indushies. It has its Registered and Head Office in Kanjurmarg,
rMumEai.

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 infended to substitute for a financial odviser's or
imvastor's independeant assessment of whether fo buy, sell or hold any security, Ratings assigned
by Acuita ore bosed on the dato and intormation provided by the issuer ond obtoined from
ofher reliable sources, Although reasonable care hos been foken to ensure that the data and
information is true, Acuité, in particular, makes no representation or waranty, expressed or
irmplied with respect to the adequacy, occuracy or completensss of the information relied upon.
Acuité is not responsible for any errors or omissions and espacially statas that it has no financial
iakility whatsoever for any direct, indirect or consegueantial loss of any kind, arising fram the use
of its rafings. Ratings assigned by Acuité are subject to a process of survelllance which may lead
fo a revision in rafings as and when the circumstancsas so warant. Flease visit our website

{www acuite.in) for the latest information on any insfrument rafed by Aculie,

Acuité Ratings & Research Limited www.acuiie in
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