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Rating Rationale

ACUITE has assigned its long-term rating of ACUITE A- (read as ACUITE A minus)'on the Rs.312.00 Crore
bank facilities of Transmission Corporation of Telangana limited (TGTRANSCO). The outlook is 'Stable'.

Rationale for rating assigned

The assigned rating takes into account the Government of Telangana's (GOT) full ownership of TGTRANSCO and
its strategic role in meeting the state's electricity demands. It also reflects the recent multi-year tariff revision that
will apply over the next five years. Additionally, the rating considers the company's strong net worth, stable
operating margins, and moderate financial risk profile. However, the rating is constrained due to intensive nature
of working capital operations, exposure to transmission charges set by the Telangana State Electricity Commission
and its counterparty risk with state distribution entities Telangana State Southern Power Distribution Corporation
Limited (TGSPDCL) and Telangana State Northern Power Distribution Corporation Limited (TGNPDCL), which
have relatively weaker credit profiles.

About the Company

Transmission Corporation of Telangana Limited was incorporated in 2014. The company is engaged in the business
of power transmission services for Telangana state. Present directors are Mr. Narsing Rao Bandari, Mr. Jagath
Reddy Thummu, Mr. Narasinga Rao Gyara, Mr. Srinivasa Rao Cherukuri, Mr. Devalapalli Prabhakar Rao, Mr.
Jonnada Surya Prakash, Mr. Ramakrishna Rao Kudligi and Mr. Dinakaran Bose Ronald Rose. The registered office
of the company is in Telangana.

Unsupported Rating
Not applicable

Analytical Approach

Acuité has taken a standalone view of the business and financial risk profile of TGTRANSCO to arrive at the rating.
Acuité has also factored in benefits emanating from its 100 percent ownership by Government of Telangana.

Key Rating Drivers
Strengths

Strategic Importance to Government of Telangana (GOT)
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TGTRANSCO is a state government entity with a 100 percent holding with Government of Telangana (GOT).
Company is strategically important entity and serves as backbone of the power sector infrastructure of the state. It
is a sole bulk power transmission company in state of Telangana. The company is a licensed entity for transmission
and bulk supply of power in Telangana and primarily provides transmission services to the state utilities such as
TGSPDCL (Telangana State Southern Power Distribution Corporation Limited) and TGNPDCL (Telangana state
northern power Distribution Corporation Limited). Apart from this, the company also transmits power from other
entities such as NTPC and other private power generators.

Acuité believes that TGTRANSCO will continue to be benefitted for being a 100 per cent owned entity of GoT and
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on account of its strategic importance to the GoT.

Moderate financial risk profile

The financial risk profile of the company is moderate marked by moderate networth, gearing ratio and debt
protection metrics. Company's networth stood at Rs.6831.48 Cr. as on March 31st 2024 as against Rs.6099.29 Cr.
as on March 31st 2023 and Rs.5793.94 Cr. as on March 31st 2022. Improvement in networth is on account of
accretion of profits and receipt of capital grants for installation of transmission lines for lift irrigation schemes in
the state. The company has received capital grants amounting to Rs.4393.82 Cr. as on March 31st 2024 as against
Rs.3771.27 Cr. as on March 31st 2023 and Rs.3592.28 Cr. as on March 31st 2022. Interest coverage ratio stood
at 2.37 times in FY24 as against 2.55 times in FY23 and 2.37 times in FY22, while DSCR stood below unity at
0.85 times in FY24. The deterioration in DSCR is due to decline in revenue on account of adjustments in tariff
rates during the year. Acuite believes that financial risk position of the company will continue to be moderate over
the medium term.

Weaknesses

Intensive working capital operations

TGTRANSCO’s working capital operations are intensive in nature as reflected through the gross current asset days
of 442 days in FY2024 against 375 days in FY2023 and 421 days in FY21. The elongation in GCA days is due to
high debtors’ days due to relatively weak counter party risk profile of TGSPDCL and TGNPDCL. The debtor days
of the company stood at 324 days in FY2024 against 255 days in FY2023 and FY2022. Inventory days stood at 43
days in FY2024 against 49 days in FY2023 and 59 days in FY2022. Company does not have any short term limits,
they manage the working capital through net cash accruals.

Acuite believes that working capital operations of the company will continue to be intensive in nature due to high
debtor days and weak counter party risk profile.

Susceptibility of operating performance to transmission charges set by Telangana Electricity Regulatory
Commission (TGERC)

TGTRANSCO’s revenue is influenced by regulatory framework governing the power sector. Revenues of
companies such as TGTRANSCO are determined by Telangana State Electricity Regulatory Commission
(TGERC). The TGERC considers key parameters like the cost structure and expected return on capital employed
to arrive at transmission tariffs, wheeling and SLDC (State Load Dispatch Centre) charges. Any significant delays
in tariff approvals or a reduction in return on equity or a tightening of the TGERC norms could result in lower
operating cash flows. During FY?24, the company registered revenue of Rs.3220.67 Cr. as compared to
Rs.3372.17 Cr. in FY23 and Rs.2954.77 Cr. in FY22. The decline in revenue in FY24 is due to adjustment of true
up surplus of Rs.1081 Cr in FY24. Company has generated true up surplus of nearly Rs.1610 Cr. due to high
multiyear tariff rates during 2019 to 2024 and company has not achieved the budgeted capex during the period
which has resulted in true up surplus. However, the company maintained its operating profit levels in range of
64.17 percent to 66.17 percent during the previous three years.

Rating Sensitivities

» Credit profile of Government of Telangana.

« Significant improvement in scale of operations while maintaining profitability
s Timely completion of capex

» Dynamics in the regulatory environment

« Any deterioration in financial risk profile leading to stretch in liquidity

Liquidity Position: Stretched

TGTRANSCO’s net cash accruals is insufficient against its repayment obligations. However, the servicing of debt
obligations is in timely manner by adjusting their working capital cycle. Acuite expects the improvement in cash
flow position for FY25-26 and accordingly the cash accruals are expected to cover the repayment obligations. The
current ratio of the company stood at 1.36 times and cash and bank balances stood at Rs.14.85 Cr. as on March 31,
2024. Acuite believes that the liquidity of the company is likely to improve over the medium term on account of
revision in the tariff done in November 2024 for the current and subsequent fiscal years.

Outlook: Stable

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 24 (Actual) FY 23 (Actual)
Operating Income Rs. Cr. 3220.67 3372.17
PAT Rs. Cr. 144.39 304.45
PAT Margin (%) 4.48 9.03
Total Debt/Tangible Net Worth Times 153 1.89
PBDIT/Interest Times 2.37 2.55
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

« Rating Process and Timeline: https://www.acuite.in/view-rating-criteria-67.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

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 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 instrument categorized as 'Simple' can carry high levels of
risk. For more details, please refer Rating Criteria “Complexity Level Of Financial Instruments’ on www.aculite.in.
Rating History :

Not Applicable
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Annexure - Details of instruments rated

Lender’s e Date Of | Coupon [Maturity| Quantum |Complexity .
Name ISIN - Facilities Issuance Rate Date | (Rs.Cr.) Level Rating
Canara | Notavl./ | Term | Notavl./ | Notavl./ | 28 Feb 312.00 Simple ACUITE A- |
Bank | Notappl. | Loan | Notappl. | Notappl. | 2027 ' P Stable | Assigned
Acuité Ratings & Research Limited www.acuite.in



Contacts

Mohit Jain Contact details exclusively for investors and
Senior Vice President-Rating Operations lenders

Sanidhya Jain _ _ Mob: +91 8591310146

Associate Analyst-Rating Operations Email ID: analyticalsupport@acuite.in

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 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 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. Please visit
https://www.acuite.in/fags.htm to refer FAQs on Credit Rating.

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members of any rating
committee and therefore do not participate in discussions regarding the rating of any entity.
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