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Rating Rationale

Acuité has reaffirmed the long-term rating of ‘ACUITE A-' (read as ACUITE A minus ) on
the Rs. 750.00 Cr. bank facilities of Rajasthan State Power Finance and Financial Services
Corporation Limited (RSPF&FSCL). The outlook remains 'Stable’.

Rating Rationale

The rating factors in RSPF & FSCL's strong parentage (Government of Rojasthan- GoR
holds~100 percent) and expectations of future support. The rating further considers the
experienced managerial Board at RSPF & FSCL, comfortable capitalization levels marked by
Capital Adequacy Ratio (CAR) of 29.08 percent as on December 31, 2022.The Government of
Rajasthan has infused Rs. 50 Cr. in FY22 and Rs. 300 Cr. in FY23 (pending allotment). By virtue of
state government ownership and support, the corporation enjoys strong resource raising
ability at lower cost of funds thereby maintaining comfortable liquidity/ capital buffers to meet
its funding requirements.

These strengths are partially offset by large ticket size exposures and limited flexibility to go
beyond its existing area and scope of operations which may hinder its portfolio growth. While
Acuite takes cognisance of presence of large ticket exposure (which comprised 84% of total
portfolio as on December 31, 2022), the credit risk is mitigated by availability to Letter of
Comfort from Government of Rajasthan. Going forward, continued ownership/support from
GoR, RSPF & FSCL's ability to profitably grow its loan portfolio while containing any slippages
will be a key monitorable.

About the Company

RSPF&FSCL was incorporated on 21st December, 2012 in the name of Rajasthan State Power
Finance Corporation Limited as a Public Limited company under the Companies Act, 1956.
Rajasthan State Power Finance and Financial Services Corporation Limited (RS PF&FS CL) is a
Govemnment Company wholly owned by the Government of Rajasthan. RSPF&FSCL was set up
to provide financial assistance to the State-owned Power companies. RSPF&FSCL now also
provides its service to other PSUs of the Rajasthan. Finance Department of Government of
Rajasthan has been designated as the Administrative Department. The main objective of the
company is to support / augment the resources for financing the State-owned public- sector
undertakings in the State of Rajasthan.

Standalone (Unsupported) Rating
ACUITE BBB-/ Stable
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Analytical Approach

Rationale for Consolidation or Parent / Group / Govt. Support
To arrive at the rating, Acuité has considered the standalone business and financial risk

profiles of RS PF&FSCL and notched up the ratfing by factoring in Credit Enhancement in the
form of Guarantee extended by Rajasthan State Government for the rated borrowing.

Key Rating Drivers

Strength

Ownership and support from the Government of Rajasthan

RSPF & FSCL is a Government Company wholly owned by the Government of Rajasthan. The
corporation was established with the objective of providing financial services to the state
government PSUs. The Board of directors comprise eleven directors of which two are
independent directors and the remaining nine are from the government of Rajasthan. RSPF &
FSCL funding mix comprises equity contribution from GoR and bank borrowings. RSPF & FSCL
has got capital infusion from the Government amounting to Rs. 50 Cr. in FY22 and Rs. 300 Cr.
(pending allotment) in FY23. This has taken the total capital to Rs. 440 Cr. The outstanding
borrowings as on February, 2023 stood at Rs.750.00 Cr. The ownership and the guarantee by
the GoR enable RSPF & FSCL to borrow at fine pricing from various banks and institutions. GoR
has also extended guarantee for the bank loan facilities of the corporation. RSPF & FSCL
capitalisation levels remained adequate at 29.08 percent as on December 31, 2022. The
corporation has maintained a gearing of 1.7 fimes as of February 2023.

Since the support from GoR is crifical to the rating, the credit profile of Rajasthan state is of
key importance. Rajasthan’s fiscal deficit stood at 6.12% per cent of the GSDP for FY2020-21
(RE) (3.77 per cent during the previous year). The outstanding debt of Rajasthan state as a
percentage of GSDP remained over 42.6 percent for 2020- 21 (RE) against 42.7 per cent for
2019-20 (RE). The state's revenue deficit for 2020-21 (RE) stood at 4.36 per cent of GSDP
against 3.64 per cent of GSDP for 2019-20 (Actual). While these levels are already elevated,
further deterioration in the state metrics could impact the headroom of GoR to support such
entities like RSPF & FSCL, Movement in the state’s key fiscal metrics i.e. fiscal deficit to GSDP
and Debt to GSDP will remain key monitorable.

Acuité believes that the corporation will continue to benefit from continued financial and
business support from the State Government on an ongoing basis.

Weakness

Susceptibility of the credit profile to large ticket exposures

RSPF & FSCL commenced its lending business in 2020-2021 with a focus on extending financial
assistance to the State PSUs of Rajasthan. Given that company has recently commenced
lending operations, its exposure is wholesale in nature with top exposure, namely Rajasthan
Rajya Vidyut Utpan Nigam Limited accounting 84% of total portfolio as on December 30, 2022.
While the debt repaying ability of aforementioned exposure has been impacted on account
of stretched receivables, the credit risk is mitigated by availability to Letter of Comfort from
Government of Rajasthan.. In the event of deterioration of the credit profile of its borrowers
RSPF & FSCL could face elevated asset quality pressures and consequently higher credit costs

ESG Factors Relevant for Rating
Not Applicable

Rating Sensitivity
o Credit profile of Rajasthan State Government and financial support to RSPF & FSCL

e Movement in asset quality indicators
o Movement in capitalisation & liquidity buffers
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Material Covenants
RSPF&FSCLis subject to covenants stipulated by its lenders/investors in respect of various
parameters like capital adequecy, asset coverage ratio , among others.

Liquidity Position

Adequate

RSPF & FSCL had adequately matched asset liability profile as on December 31, 2022 with
cumulative surplus in all maturity buckets. The corporation’s total debt stood at Rs.750 Cr. as
on February , 2023. The corporation has maintained cash and bank balances of Rs. 302.7 Cr
as on Deccember 31, 2022.

Outlook : Stable

Acuité believes that RSPF & FSCL will maintain a ‘Stable’ credit profile over the near to
medium term on the back of ongoing financial and managerial supported from GoR. The
outlook may be revised to ‘Positive’ in case of significant and sustainable growth in its loan
portfolio while maintaining profitability. The outlook may be revised to negative in case of
deterioration in profitability metrics or asset quality or in case of events which may impinge on
GoR's ability to provide financial and operational support to RSPF & FSCL.

Other Factors affecting Rating
None

Key Financials - Standalone / Originator

. . |FY22 FY21
Particulars Unit (Actual) (Actual)
Total Assefts Rs. Cr. 67757 77252
Total Income* Rs. Cr. e s
PAT Rs. Cr. A0 278
Net Worth Rs. Cr. 76672 772322
Return on Average Assets
(ROAA) (%) asz 797
Refurn on Average Net
Worth (RONW) (%) 245 /o
Total Debt/Tangible Net|_.
worth (Gearing) Times 200 Q00
Gross NPA (%) 0 0
Net NPA (%) 0 0

*Totalincome equals to Net Interest Income plus other income.

Status of non-cooperation with previous CRA (if applicable)
Not Applicable

Any Other Information
None

Applicable Criteria

o Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-
criteria- 53.htm

o Default Recognition: https://www.acuite.in/view-rating-criteria-52.htm

o Explicit Credit Enhancements: https://www.acuite.in/view-rating-criteria-49.htm

o Non-Banking Financing Entities: https://www.acuite.in/view-rating-criteria-44.htm

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 levels: Simple, Complex and Highly Complex. Acuite’ s categorisation of
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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 fo be understood that complexity is
different from credit risk and even an instrument categorized as 'Simple' can carry high levels

of risk. For more details, please refer Rating Criteria “Complexity Level Of Financia Instruments”
on www.acuite.in.

Rating History

Name of Amount (Rs. .
Date Instruments/Facilities Term Cr) Rating/Outlook
[ong ACUITE A- [CEJ | Sfable
24 Mar Term Loan Term 500.00 (Assigned)
2022 Proposed Bank Facility %grnr% 250.00 ACU”% :;Sl(gcrl]f )e (lj)SToble
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Annexure - Details of instruments rated

Lender's .. |Date Of (Coupon [Maturity [Complexity |Quantum .
Name ISIN [Facilifies Issuance | Rate | Date Level | (Rs.Cr.) Rafing
ACUITE A-
Bankof | MNof | fem |2lDec] MNof | MOt | grne | 500,00 | Stable |
MaharashtralApplicablel Loan 2021 |available|available Reqffimed
A U Small ACUITE A-
: Noft Term Not Noft Noft .
Finance . . . - Simple | 250.00 || Stable |
Bank Applicable| Loan |available|available|available Reaffimed
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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 Ratfings 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 treated as a recommendation or opinion that is intended 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 rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité.



