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Rating Rationale

Acuité has downgraded the long-term rating to ‘ACUITE A’ (read as ACUITE A) from
ACUITE A+ (read as ACUITE A plus) and short-term rating to ‘ACUITE A1’ (read as
ACUITE A one) from ‘ACUITE A1+’ (read as ACUITE A one plus) on the Rs. 25,000 crore
bank facilities of Maharashtra State Electricity Distribution Company Limited (MSEDCL).
Further, Acuité has assigned long-term rating of ‘ACUITE A’ (read as ACUITE A) and short-
term rating of ‘ACUITE A1’ (read as ACUITE A one) on the 16,000 crore bank facilities of
MSEDCL. The outlook is ‘Stable’.

Rationale for Downgrade

The rating downgrade factors the deterioration in the overall financial risk profile in FY2021
against the previous year, on account of the reduction in the overall scale of operations
marked by reduction in biling and collection efficiency and lowered demand from industrial
customers owing fo the Covid 19 effects. Acuite notes that the regulatory assets remained at
Rs.19,078 crore as on March 31, 2021 as compared to Rs.16,169 crore during the previous year.
Also, the rating takes info the stretched liquidity that may further deteriorate considering the
payables to Adani Power Maharashtra Limited going forward. However, the rating factors
the regular support from the Government of Maharashtra (GoM) in the form of timely receipt
of subsidies, grants and guarantees, the diverse consumer mix with high consumption from
commercial and industrial consumers given their high tariff band and the long term PPA with
suppliers thereby providing purchase price stability.

About the Company

Maharashtra State Electricity Distribution Company Limited (MSEDCL) incorporated in 2005 is
a wholly owned entity of Government of Maharashira (GoM) with the objective of carrying
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out power distribution activity of erstwhile Maharashtra State Electricity Board (MSEB) through
a separate dedicated company. MSEDCL is wholly owned by Maharashtra State Electricity
Holding Company Limited, which in turn is a GoM entity. Its operations span across its licensed
area of 3.08 lacs sg. kms in the entire state of Maharashtra except some parts in Mumbai
(457 cities and 41,928 villages) with over 28.5 million customers across all categories.

Analytical Approach

Acuité has considered the standalone business and financial risk profiles of MSEDCL and has
also factored in support extended by Government of Maharashtra (GoM) given the latter's
100 percent ownership of MSEDCL and its strategic importance for the state.

Key Rating Drivers
Strengths

* Strategically important role of MSEDCL for the state of Maharashtra:

MSEDCL came into existence post debundling of MSEB in 2005 and caters to around 98 per
cent of the power requirements of the state. It is a strategically important entity and forms
the backbone of the power sector infrastructure for Maharashtra with a consumer base of
over 28.5 million consumers. The status of the company as a 100 per cent government of
Maharashtra (GoM) owned entity provides it adequate financial flexibility. MSEDCL's credit
profile is also supported by its access to funds at low cost and its ability to mobilise financial
resources from several financial institutions and multilateral development institutions. The
rating also factors in the ongoing support extended by GoM to MSEDCL in the form of regular
infusion of funds in the form of equity and unsecured loans and guarantees extended by the
state government. Maharashtra is India’s leading industrial state with gross state domestic
product (GSDP) growing at 9.2 per cent in 2020-21 (est.). Further, well established
regulatory processes in Maharashtra such as presence of multi-year tariff regulations and
grants sanctioned by the GoM has strengthened the operations of MSEDCL.

Acuité believes that MSEDCL, being a fully owned undertaking of GoM, shall continue to
benefit from the financial, operational and management support of GoM from time to time.
Any event that impinges GoM's overall credit profile shall remain a key rating sensitivity.

* Favorable consumption mix and established regulatory process in Maharashtra:
MSEDCL has a favorable consumption mix with agricultural consumers accounting for
Rs.12,843 Cr of revenue, commercial and industrial connection accounting for about
Rs.8332.09 Cr and Rs.31,366.52 Cr respectively, while domestic and others accounts for about
Rs.15,825.97 Cr and Rs.4,744.25 Crrespectively, in FY2021. The company supplies power to
railways and other public services. Since the commercial and industrial consumption
commands a higher tariff, this augurs well for the revenues of the state utility. Going forward,
Acuité believes that commercial and industrial consumption mix is likely to increase with
GoM'’s continuous focus to attract investment for the overall economic development of the
state.

Acuité also notes that MSEDCL is regular in filing of multi-year tariff (MYT) order, which
provides near term tariff visibility. In accordance with the MERC (Terms and Conditions of
Tariff) Regulations, 2005, MSEDCL files with MERC an application indicating the Annual
Revenue Requirement (ARR) depending on the expected cost of distribution and return on
equity. The cost of distribution is arrived at as per approved annual power procurement plan
which considers approved level of transmission and distribution losses. Maharashtra
Electricity Regulation Commission (MERC) has already released MSEDCL's multi-year tariff
(MYT) order for FY2020-21 to FY2024-25, the fourth control period, and the cost coverage
ratio of improved to 1.14 for the 9 month of FY2022 against 0.86 in FY2020-21.

* Improvement in operating performance in the 9M2022 against subdued

performance in FY2021:
The operations of the company improved during the 9 month of FY2022 marked by improved
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billing and collection efficiency. The billing and collection efficiency improved to 86 percent
and 98 percent for the M period of FY2022 against ~80 percent and 91 percent in FY2021.
The fall in biling and collection efficiency in FY2021 is due to biling done on an average
consumption basis during March 2020 and Q1FY2021. However, the collection efficiency

continues to remain above 90 percent through last 10 years. The Company, in order to limit
the distribution and commercial losses, has concentrated its efforts to reduce power theft by
digitalizing the payment systems, replacing old meters with digital meters and implement
distribution franchise scheme in areas with high distribution losses and low collection
efficiencies. The company also consistently invests in increasing substation capacity and
strengthening the network to reduce the distribution losses. Acuite nevertheless, believes the
sustainability of the operating performance of the company would be a key rating sensitivity
factor.

Weaknesses

* Average financial risk profile with deteriorating coverage indicators:

The financial risk profile remains average marked by moderate net worth, gearing and
deteriorating coverage indicators. The net worth of the company reduced to Rs. 22,968.23 Cr
as on March 31, 2021 as compared to Rs. 24,293.56 Cr. The fall in the net worth is primarily due
to losses incurred in FY2021 due to the effects of Covid 19. The total debt of the company
stood at Rs. 37,940.45 as on March 31, 2021 against Rs. 39,086.02 Cr, reduced debt is
aftributable to the lower short term debt. The gearing stood average at 1.65 times as on
March 31, 2021 as against 1.61 fimes as on March 31, 2020. It is a highly capital-intensive
nature of business where in order to maintain operational efficiencies; the company would
have to incur regular capital expenditure. Further, going forward gearing is expected to go
above ~2, since ~Rs. 10,000 Cr is payable to Adani Power Maharashtra Limited as per the
direction of the supreme court in February.

In addition, debt protection metrics of interest coverage ratio (ICR) and debt service
coverage ratio (DSCR) stood at 1.34 times and 0.73 fimes, in FY2021 as compared to 1.86
times and 0.75 times, in FY2020 respectively. Though the company's DSCR has been weak in
the past 3 years ended FY2020.

Acuité notes that MSEDCL has received regular support from GoM in the form of grants,
which is expected to continue going forward.

* Sizeable portion of regulatory assets:

Acuité has observed a sizeable portion of regulatory assets on account of the revenue gap
between the average cost of supply and average tariff resulting in build- up of regulatory
asset to the extent of Rs. 19,078.67 Cr as on March 31, 2021. The low scale of operations
resulted into considerably high revenue gap in FY2021 which has resulted in rise in short-term
borrowing levels, thereby increasing the interest cost burden.

ESG Factors Relevant for Rating
Not applicable.

Rating Sensitivities

Credit profile of GoM.

Improvement in overall operating efficiency with reduced AT&C and T&D losses
Dynamics in the regulatory environment.

Change in shareholding and support from GoM.

Material covenants
None.

Liquidity Position: Adequate

MSEDCL has adequate liquidity marked by net cash accruals of Rs. 2072.94.58 Cr during FY
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2021 against repayment obligation of Rs. 7,718.55 Cr. The deficit has been funded through
increased term loan and support in the form of grant from GoM. Further, MSEDCL has ~
Rs.15,462.26 Cr of repayment obligation in the FY2023, some of these loans are expected to
be refinanced. MSEDCL due fo its strategic importance to GoM has been able to access
various funding sources in the past fo fide over the short-term liquidity mismatch. The
unencumbered cash and bank balances stood at Rs. 780.86 Cr as on 31st March, 2021.
Further, Acuité receives comfort from the fact that MSEDCL being a GoM entity warrants
adequate financial support from GoM, time to time, to support the mismatches.

Outlook: Stable

Acuité believes that the outlook on MSEDCL will remain ‘Stable’ over the medium term due to
its favorable position of being the only power distribution company in Maharashira with a
wide and diverse consumer base. The company will confinue to benefit from the support
provided by the state government. The outlook may be revised to 'Positive' in case of
reduction in AT&C losses, crystallization of regulatory assets and improvement in the debt
servicing indicators. Conversely, the outlook may be revised to 'Negative' in case of lower-
than-expected support from the GoM, significant rise in AT&C losses or if the company
revenue gap increases further or if there is any delay in timely collection of receivables.

Key Financials

Particulars Unit FY 21 (Actual) FY 20 (Actual)
Operating Income Rs. Cr. 79141.70 81805.23
PAT Rs. Cr. (1321.60) 684.54
PAT Margin (%) (1.67) 0.84
Total Debt/Tangible Net Worth Times 1.65 1.61
PBDIT/Interest Times 1.34 1.86
Status of non-cooperation with previous CRA (if applicable)
None.

Any other information
None.

Applicable Criteria
* Default  Recognition - https://www.acuite.in/view-rating-criteria-52.htm
* Infrastructure  Sector.  https://www.acuite.in/view-rating-criteria-51.htm

* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-
53.htm
» Group And Parent Support: https://www.acuite.in/view-rating-criteria-47.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.htm

Rating History

Name of Amount (Rs. .
Date | |nsiruments/Facilities | Term Cr) Rating/Outlook
Working Capital Demand Long 590.00 ACUITE A+ | Stable
Loan Term : (Reaffirmed)
Working Capital Demand Long 173250 ACUITE A+ | Stable
Loan Term : (Reaffirmed)
Letter of Credit ?gﬁg 92.00 ACUITE AT+ (Reaffirmed)
Long ACUITE A+ | Stable
Term Loan Term 1000.00 (Assighed)
Acuité Ratings & Research Limited www.acuite.in

o S



Bank Guarantee ?gﬁg 50.00 ACUITE AT+ (Reaffirmed)
Long ACUITE A+ | Stable
Term Loan Term 500.00 (Assigned)
Bank Guarantee ?gﬁg 100.00 ACUITE AT+ (Reaffirmed)
Term Loan %gpr% 2000.00 AC[{E\ES'Enleg?ble
Term Loan %gpr% 1300.00 ACl&ESS/?\Sn|e%T|c)JbIe
Working Capital Demand Long 950.00 ACUITE A+ | Stable
Loan Term . (Assigned)
Term Loan %gpr% 1000.00 ACl&ESS/?\Sn|e%T|c)JbIe
Lefter of Credit 20| 400,00 | ACUIE AT+ [Reaffimed)
31 May Term Loan %gpr% 2932.97 A?g';%’?fTrrL]gg?le
2021 Working Capital Demand Long 63750 ACUITE A+ | Stable
Loan Term . (Reaffirmed)
Lefter of Credit 20O 110000 | ACUTE AT+ (Reaffimed]
Term Loan Ifgpr% 1500.00 AC%E\ES?Snleg?ble
Long ACUITE A+ | Stable
Term Loan Term ?00.00 (Assigned)
Long ACUITE A+ | Stable
Term Loan Term 600.00 (Assigned)
Lefter of Credit >0 198300 | ACUTE AT+ (Reaffimed]
Working Capital Demand Long 300.00 ACUITE A+ | Stable
Loan Term : (Reaffirmed)
Lefter of Credit 0O 250,00 | ACUITE Al+ [Assigned
Working Capital Demand Long 490.00 ACUITE A+ | Stable
Loan Term : (Reaffirmed)
Bank Guarantee ?gﬁg 25.00 ACUITE A1+ (Reaffirmed)
Long ACUITE A+ | Stable
Term Loan Term 4432.24 (Recfﬁrmed)
Proposed Bank Facility Ifgpr% 834.79 ACl&ESS/?gnQ;()]bIe
Working Capital Demand Long ACUITE A+ | Stable
Loan Term 3500.00 (Assigned)
Short
Bank Guarantee Term 175.00 ACUITE AT+ (Assigned)
07 Jul 2020 Term Loan 9| 800,00 ACL{'/LESS’EHES(;‘)’“G
Letter of Credit ?gfr: 3325.00 ACUITE AT+ (Assigned)
Proposed Term Loan %gpr% 2800.00 AC[{E\ES?;JGS(;?MG
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Annexure - Details of instruments rated

Lender’s ... _| Date Of | Coupon | Maturity |Quantum .
Name SIN | Facilities| sg,qnce | Rate Date |(Rs.Cr)| Rating
Bank ACUITE AT |
. Not Not Not Not Downgraded
Bank of India Applicable GU(OBrEE;ee Applicable |Applicable |Applicable 100.00 AC{J lfTrE);\n] |
+
ACUITE AT
Bank of Not GuBo(r]onrwI?ee Not Not Not 2500 Downgrodecljl
Maharashtra [Applicable (BLR) Applicable |Applicable [Applicable : AC{J IfTrE,T1 |
+
ACUITE A1
Canara Not Gu%?o%ee Not Not Not 50.00 Downgrode<|3|
Bank [Applicable Applicable |Applicable |Applicable : ( from
(BLR) ACUITE Al+ |
ACUITE A |
Stable |
Not Cash Not Not Not
UCO Bank Applicable| Credit  [Applicable |Applicable |Applicable 250.00 Do?/?%%jed
ACUITE A+)
ACUITE A |
Stable |
State Bank Not Cash Not Not Not
of India |Applicable| Credit |Applicable |[Applicable [Applicable 300.00 DO\EV?%?ged
ACUITE A+)
ACUITE A |
Bank of Not Cash Not Not Not 637.50 Dg:r/\%glrgdled
Maharashtra [Applicable| Credit  |Applicable [Applicable [Applicable : ( from
ACUITE A+)
ACUITE A |
Punjab Stable |
: Not Cash Not Not Not
ElgTrl)oQol Applicable| Credit  [Applicable [Applicable |Applicable 470.00 DO\EV?%?ged
ACUITE A+)
ACUITE A1 |
State Bank Not Letter of Not Not Not 400.00 Downgraded
of India |Applicable| Credit |Applicable |Applicable [Applicable : AC(U :‘Trglr:\] |
+
ACUITE AT |
Not Letter of Not Not Not Downgraded
UCO Bank Applicable| Credit |Applicable |[Applicable |Applicable 250.00 AC{J IfTr(E),T1 |
+
ACUITE A1 |
Canara Not | Letterof Not Not Not | 1983 00 Downgraded
Bank |Applicable| Credit |Applicable |Applicable |Applicable ‘ AC{J rTrE/rA\n] |
+
ACUITE AT |
: Not Letter of Not Not Not Downgraded
Bank of India Applicable| Credit |Applicable |Applicable |Applicable 1100.00 AC{J IfTrE,T1 |
+
ACUITE A1 |
Bank of Not Letter of Not Not Not 99,00 Downgraded
Maharashtra [Applicable| Credit |Applicable |[Applicable [Applicable : ( from
ACUITE AT+)
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Not
Applicable

Not
Applicable

Proposed
Long Term
Bank
Facility

Not
Applicable

Not
Applicable

Not
Applicable

910.42

ACUITE A |
Stable |
Downgraded
( from
ACUITE A+)

Not
Applicable

Not
Applicable

Proposed
Long Term
Bank
Facility

Not
Applicable

Not
Applicable

Not
Applicable

5000.00

ACUITE A |
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Assigned

Punjab and
Sind Bank

Not
Applicable

Term Loan

Not
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Not
available

Noft
available

1300.00

ACUITE A |
Stable |
Downgraded
( from
ACUITE A+)

Central Bank
of India

Not
Applicable

Term Loan

Not
available

Not
available

Noft
available

1000.00

ACUITE A |
Stable |
Downgraded
( from
ACUITE A+)

State Bank
of India

Not
Applicable

Term Loan

Not
available

Not
available

Not
available

2000.00

ACUITE A |
Stable |
Downgraded
( from
ACUITE A+)

Bank of India

Not
Applicable

Term Loan

Noft
available

Not
available

Noft
available

860.00

ACUITE A |
Stable |
Downgraded
( from
ACUITE A+)

Bank of
Maharashtra

Not
Applicable

Term Loan

Not
available

Not
available

Noft
available

733.50

ACUITE A |
Stable |
Downgraded
( from
ACUITE A+)

Punjab
Nationa
Bank

Not
Applicable

Term Loan

Noft
available

Not
available

Noft
available

2000.00

ACUITE A |
Stable |
Downgraded
( from
ACUITE A+)

Union Bank
of India

Not
Applicable

Term Loan

Not
available

Not
available

Noft
available

830.00

ACUITE A |
Stable |
Downgraded
( from
ACUITE A+)

UCO Bank

Not
Applicable

Term Loan

Noft
available

Not
available

Noft
available

430.00

ACUITE A |
Stable |
Downgraded

( from
ACUITE A+)

UCO Bank

Not
Applicable

Term Loan

Noft
available

Not
available

Noft
available

561.00

ACUITE A |
Stable |
Downgraded
( from
ACUITE A+)

State Bank

Noft

Not
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of India |Applicable [Term Loan| available| available| available|3541.68 ( from
ACUITE A+)
ACUITE A |
Punjab Stable |
. Not Not Not Not
EgTr']OEOI Applicable ferm Loan available | available | available 1500.00 DO\EV?%Sged
ACUITE A+)
ACUITE A |
Stable |
State Bank Not Not Not Not
of India [Applicable ferm Loan available | available | available 1333.40 Doxzv?%rcrfed
ACUITE A+)
Bank of Not Not Not Not ACUITE AT |
Baroda  [Applicable ferm Loan available | available | available 2000.00 Assigned
ACUITE A |
Bank of Not Noft Not Noft
Baroda  |Applicable ferm Loan available | available | available 4000.00 | Stable |
Assigned
ACUITE A |
State Bank Not Noft Not Not
of India |Applicable ferm Loan available | available | available 5000.00 | table |
Assigned
Working ACUITE A |
Capital Stable |
. Not Not Not Not
Bank of India - Demand : ; : 590.00 |Downgraded
Applicable Loan available | available | available ( from
(WCDL) ACUITE A+)
Working ACUITE A |
Capital Stable |
Canara Not Not Not Not
; Demand : : : 1732.50 |Downgraded
Bank  [Applicable Loan available | available | available ( from
(WCDL) ACUITE A+)

UCO Bank: Cash credit (CC) includes Working capital demand loan (WCDL) as sublimit.
Bank of India: WCDL includes CC as sublimit.
Bank of Maharashtra: CC includes WCDL as sublimit.

Canara Bank: WCDL includes CC and overdraft against book debts (ODBD) of Rs. 693.00 Cr

as sublimit.

Punjab National Bank: CC includes sublimit WCDL as sublimit.

State Bank of India: Letter of Credit includes Bank Guarantee (BG) of Rs. 225.00 Cr as

sublimit.
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About Acuité Ratings & Research

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

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not
be freated as a recommendation or opinion that is infended to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Ratings assigned by Acuité are based on the data and information provided by the issuer
and obtained from other reliable sources. Although reasonable care has been taken to
ensure that the data and information is true, Acuité, in particular, makes no representation or
warranty, expressed or implied with respect to the adequacy, accuracy or completeness of
the information relied upon. Acuité is not responsible for any errors or omissions and especially
states that it has no financial liability whatsoever for any direct, indirect or consequential loss
of any kind, arising from the use of its ratings. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in ratings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité.
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