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Ratings
Facilities/Instruments (::::;::) Ratings Rating Action
e CARE AA-; Stable .
Long Term Bank Facilities 2,070.00 (Double A Minus; Outlook: Stable ) Reaffirmed
CARE AA-; Stable / CARE Al+
Long Terr.T? / short Term 173.51 (Double A Minus ; Outlook: Stable/ Reaffirmed
Bank Facilities
A One Plus)
Short Term Bank CARE A1+ .
Facilities 207.99 (A OnePlus) Reaffirmed
2,451.50
rene (Rs. Two Thousand Four
Total Bank Facilities Hundred Fifty-One Crore
and Fifty Lakhs Only)
Non Convertible CARE AA-; Stable .
Debentures >00.00 (Double A Minus; Outlook: Stable ) Reaffirmed
500.00
Total L T
otal Long Term (Rs. Five Hundred Crore
Instruments
Only)
CARE A1+

ial P 7 . Reaffi

Commercial Paper ,500.00 (A One Plus ) eaffirmed
7,500.00
Total Short T !
I::tz:uin:r:tts erm (Rs. Seven Thousand Five
Hundred Crore Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The reaffirmation of the ratings assigned to the bank facilities/instruments of Tata Teleservices (Maharashtra) Limited (TTML)
takes into consideration the continuing support from Tata Sons Pvt Ltd. (Tata Sons, the promoter) in line with CARE’s
expectation. This has been abundantly demonstrated over a period of time. The articulation is also formalized by way of a
support letter issued every quarter by Tata Sons to the Company, indicating that Tata Sons will take all necessary actions to
organize for any shortfall in liquidity that may arise to meet its financial obligations and timely repayment of debt for ensuing
12 months. CARE also notes the improvement in operating performance of the entity in FY21 post demerger of consumer
mobile business.

Till June 2019, Tata Sons has infused about Rs. 46,595.05 crore in TTML and its holding company, Tata Teleservices Limited
(TTSL, rated CARE AA-, Stable/CARE A1+) (TTML and TTSL together is referred as Tata Tele). The entities continue to be integral
to Tata Group as demonstrated by consistent support from Tata Sons. The financial flexibility enjoyed by TTML continues to be
highly favourable despite no further fresh infusion of funds post June 2019.

On September 1, 2020, Honourable Supreme Court (SC) directed the telecom operators to pay 10% of the total outstanding
amount claimed by Department of Telecommunication (DoT), on or before March 31, 2021 and the balance in instalments
commencing April 1, 2021 up to March 31, 2031 (10 instalments) payable by 31st March of every year. Combined AGR dues
required to be paid for Tata Tele amounts to ~ Rs 18,500 crore (including interest on the dues) as on March 31, 2021. Against
this, both the entities have made payments of Rs. 4197 crores (Rs 639 crore by TTML and Rs 3558 crore by TTSL- of which basis

self-assessment: Rs 2197 crore and ad hoc amount: Rs 2000 crore). The pending dues have been provided for completely in
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their financial statements. The entire provision so created towards AGR liability has been transferred to borrowings as deferred
payment liability/trade payables totalling to Rs 14,293 crore (Rs 2,709 crore by TTML and Rs 11,584 crore by TTSL) as on March
31, 2021.

Subsequent to the verdict by Honourable SC, TTSL and TTML (Tata Tele) have made a joint application on January 10, 2021
requesting SC to allow both entities to seek clarification of computational flaws and erroneous disallowances in the amounts
claimed by DOT. As on June 30, 2021, the matter is still subjudice. Similar petitions have been filed by other telecom companies
also. Considering that provision for entire liability has already been made in the books of accounts of Tata Tele, any reduction
in the AGR dues as approved by SC would be an upside for the Companies. Any development thereon would be monitored
closely.

Post-de merger, Tata Tele continues to provide services for its enterprise customers with fibre optic network running across
132,000 km, operations in over 60 cities and 1800+ partners. The current bouquet of services ranges from connectivity,
collaboration, cloud, security, Internet over Things (loT) and marketing solutions along with portfolio of Information &
Communication Technology (ICT) services.

With enterprises increasingly moving towards cloud-based solutions as businesses are going digital and are moving away from
on-premises solutions, focus towards cloud & conferencing solutions and newer breed of digital technologies is expected to
gain strength. Considering wide optical fibre network with strong brand presence providing wide range of customized solutions
for meeting need of enterprise and emerging new product portfolio, the enterprise business is expected to witness growth in
coming years.

The rating strengths are, however, tempered by continued losses at after tax level majorly due to provisioning towards AGR
dues, highly leveraged position, regulatory uncertainties and weak debt protection metrics. Continued and demonstrated
support from its promoter, Tata Sons is a significant credit risk mitigant.

Going forward ability of the company to improve its market share as well as profitability of its enterprises business in the wake
of intense competition while garnering continued support from Tata Sons will remain the key rating monitorable.

Rating Sensitivities
Positive Factors - Factors that could lead to positive rating action/upgrade:

e Significant turnaround in operational and financial performance of TTML with improvement in profitability.
e Debt to EBIDTA at a sustained level of 3.5 times

Negative Factors- Factors that could lead to negative rating action/downgrade:
e Any change in stance of Tata Sons Private Limited resulting in lack of financial support to TTML
e Any substantial deterioration in the credit profile of Tata Sons Private Limited

Detailed description of the key rating drivers

Key Rating Strengths

Entity integral to Tata Group as demonstrated by continued support from Tata Sons: Tata Tele marked foray of the Tata group
into the telecom sector. Both the entities have been continuously receiving financial and managerial support from its parent
i.e Tata Sons. Tata Sons has infused about Rs. 46,595.05 crore from January 01, 2014 to June 30, 2019 into the business to fund
the losses, debt repayments as well as for capital expenditure. The ratings of TTML centrally derive comfort from the support

of Tata Sons Private Limited. In line with CARE’s expectation, the entity continues to be supported by the promoters to arrange
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for meeting any shortfall in liquidity. In spite of availability of support, the entity has been meeting its liquidity on its own

without further fresh infusion of funds from promoters since June 2019 by mobilizing resources at competitive interest rates.

Key Rating Weaknesses
Improvement in operating performance albeit PAT losses: The revenue from operations has declined marginally by ~3% over

last year in FY21 as per the audited financials. The revenue for FY21 is not directly comparable with previous year as revenue
for FY20 included income from Consumer Mobile Business (CMB) segment till Q1 FY20. Further due to relatively lower usage
of voice & data and lesser new connections owing to Covid-19 induced lockdown, revenue from enterprise business during Q1
FY21 was impacted. With relaxation of lockdown post June 2020, the demand for the Companies products and services saw an
uptick resulting in revenue generation at marginal reduction in FY21 despite the impact of Covid-19. Due to hiving off of CMB
business completely in FY21, the PBILDT margins during FY21 has improved from ~39% in FY20 to ~47% in FY21 with an increase
in PBILDT by ~16% during the year. Despite improvement in operational performance, the entity continues to report PAT losses
due to high finance cost and provision towards AGR liability. Additional provision for AGR (Adjusted Gross Revenue) dues and
other exceptional items during the year FY21 amounted to ~Rs 780 crore. Ability of the Company to improve profitability

margins at sustained level in future would be monitored closely.

High leverage position: TTML’s capital structure continue to remain highly leveraged with gross bank debt for both the entities
(TTSL and TTML) standing at ~Rs10,800 crore as on March 31, 2021. Weak capital structure coupled with high losses incurred
in the past continues to adversely impact the net worth of the company thereby leading to weak debt coverage indicators and
capital structure. Thus, the support from parent, i.e. Tata Sons will remain crucial to meet timely debt servicing, regulatory

payouts and operational deficiencies if, any.

Highly competitive industry and regulatory uncertainties: The Indian Telecom sector has been witnessing a lot of volatility for
the past few years. The sector has seen intensifying competition which has also resulted in consolidation among the players.
Data has now become a key to the growth of the telecom industry. During FY21, industry average data consumption is
estimated to have increased by a strong 17.5% to around 12.2GB per subscriber per month. Further, the average data price is
also estimated to have surged by 26.9% to Rs.10.9 per GB backed by price hike.

The industry, however, continues to face challenges in terms of certain levies (license fee and SUC), intense competition and
AGR issue, higher spectrum prices (primarily for 5G technology) and apprehensions of non-procurement of telecom equipment
from China for private telcos. TTML will remain susceptible to adverse regulatory changes. The ability of the company to
mitigate these risks will continue to remain as key rating factor.

Post-verdict by SC on the matter of AGR dues, telecom companies are still seeking clarification of computational errors and
erroneous disallowances in the amounts claimed by DOT and as on June 30, 2021, the matter is currently subjudiced. Final

outcome in this regard and implications thereon would be monitored.

Liquidity : Adequate
The liquidity profile of the Tata Tele will continue to be supported by Tata Sons. TTML had cash and cash equivalents of ~Rs.

110 crore as on March 31, 2021 (including liquid investments amounting to ~Rs 70 crore). As on March 31, 2021, the Company
has working capital limit of Rs 85 crore (including overdraft limit of Rs 50 crore with one-way fungibility from Fund based (FB)
to Non-fund based (NFB)), available with it. The NFB utilization as on March 31, 2021, stood at ~36% of its NFB limits aggregating
Rs 464.99 crore. TTML has raised Commercial paper and short/term medium term loan from various lenders at competitive
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rates for refinancing of existing debt and any shortfall in liquidity. As on March 31, 2021, outstanding CPs amounts to Rs 3,155
crore.

By virtue of being part of the Tata group, TTML enjoys substantial financial flexibility characterized by demonstrated continued
support from Tata Sons. The Company obtains a support letter from its Promoter indicating that the Promoter will take
necessary actions to organize for any shortfall in liquidity during the period of next 12 months.

Analytical approach: Standalone
CARE has adopted standalone approach. However, operational and financial linkages with parent i.e. Tata Sons which are

integral to operations of TTML are also considered. The ratings centrally derive comfort from parent support i.e. Tata Sons.
Tata Sons has already infused about Rs. 46,595.05 crore from January 01, 2014 to June 30, 2019 in Tata Tele and will continue
to provide need-based support in the near term as well.

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition

Financial ratios — Non-Financial Sector

Rating Methodology — Infrastructure Sector
Criteria for Short Term Instruments

Liquidity Analysis of Non-Financial sector entities
Notching by factoring linkages in Ratings

About the Company
Incorporated on March 13, 1995 as Hughes Ispat Ltd., TTML was acquired by the Tata group in December 2002. As on March

31, 2021, the Tata Group holds 74.36% stake in TTML. On July 01, 2019, TTML has already completed the sale of its consumer
mobile business to Bharti Airtel. Accordingly, all customers, assets, spectrum and agreed liabilities of TTML have been
transferred to Bharti Airtel.

TTML offers wire line data, connectivity, marketing and voice services along with managed services and loT products under the
existing Enterprise Business. It provides telecommunication services to its subscribers in Mumbai and Rest of Maharashtra
(including Goa) telecom circles.

Brief Financials (Rs. crore) FY20 (A) FY21 (A)
Total operating income 1077.74 1043.66
PBILDT 421.70 488.89
PAT -3714.11 -1996.69
Overall gearing (times) NM NM
Interest coverage (times) 0.27 0.31

A: Audited NM: Not Meaningful —Note: The financials are classified as per CARE’s internal Standards
Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Complexity level of various instruments rated for this company: Annexure 4

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Srzeithe Rating aSSI.gned
Instrument Issuance Rate Date Issue GlegERith
(Rs. crore) Rating Outlook
Fund.-based - LT-Cash i i i 50.00 CARE AA-; Stable
Credit
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Name of the Date of Coupon Maturity SHBEIGID Rating ass[gned
Instrument Issuance Rate Date Issue along with
(Rs. crore) Rating Outlook
Non-fund-based - ST- i i i 207.99 CARE A1+
Bank Guarantees
Fund-based-Long Term - - - 2000.00 CARE AA-; Stable
LT/ST Fund-based/Non- CARE AA-; Stable
fund-based-EPC / PCFC i i i 173.51 / CARE AL+
/ FBP /FBD / WCDL / '
OD/BG/SBLC
Fund-based - LT-Bank i i i 20.00 CARE AA-; Stable
Overdraft
Debentgres-Non May 10, 2021 7% propf)sed NCD 500.00 CARE AA-; Stable
Convertible Debentures issue
Commercial Paper-
+
Commercial Paper - 7 days to 364 days | 7500.00 CARE AL
(Standalone)
Annexure-2: Rating History of last three years
Current Ratings Rating history
S Name of the Type Rating Dat?(s) & Datfe(s) & Date(s) & Date(s) &
r. Bank Amount Rating(s) | Rating(s) . .
N Instrument/Ban X . ., Rating(s) Rating(s)
o. iliti Outstanding assigned | assigned X . X .
Facilities (Rs. crore) in2021- | in2020- | 2ssignedin | assignedin
2022 2021 2019-2020 2018-2019
1 Term Loan-Long T i i i i 1)Withdrawn
" | Term (05-Oct-18)
1)CARE A+;
Stable
care | MCARE i cape  [(27-Dec1d) | e as
AA-; Stable 2)CARE A+;
5 Fund-based - LT- T 50.00 AA-; (04-May- A+; Stable Stable (CwWD)
Cash Credit Stable 21) (07-Jul-20) (20-Aug-19) (05-Oct-18)
3)CARE A+;
Stable
(26-Jun-19)
1)CARE Al+
care 2\)1C+ARE 1)CARE  |(27-Dec-19) |1)CARE A1+
Non-fund-based - Al+ 2)CARE A1+ |(CWD)
3 | ST-Bank Guarantees | ' 207.99 AL+ (201‘; May- 1 (07-1u-20) | (20-Aug-19) | (05-Oct-18)
3)CARE Al+
(26-Jun-19)
4 Fund-based - ST- T i i i i 1)Withdrawn
" | Term loan (05-Oct-18)
1)CARE 1)CARE A1+ |1)CARE Al+
Al+ (15-Jan-20) |(CWD)
. (04-May- | 1)CARE 2)CARE A1+ |(20-Mar-19)
5 3222[32: E:pg: ST 7500.00 /i/if " | Al (27-Dec-19) | 2)CARE AL+
" | (standalone) P : 2)CARE | (07-Jul-20) |3)CARE A1+ |(CWD)
Al+ (20-Aug-19) |(12-Dec-18)
(03-May- 4)CARE A1+ |[3)CARE Al+
21) (26-Jun-19) |(CWD)
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| ot e ||| oo [ 0E v | own
Instrument/Bank N . g X g Rating(s) Rating(s)
No. iliti Outstanding assigned | assigned X . i .
Facilities (Rs. crore) in2021- | in2020- | 2sSignedin | assignedin
2022 2021 2019-2020 2018-2019
3)CARE 5)CARE Al+ |(05-Oct-18)
Al+ (CWD) 4)CARE Al+
(03-May- (16-May-19) | (CWD)
21) (26-Jun-18)
1)CARE A+;
Stable
care | CARE 1)CARE (27-Dec-19)
AA-; Stable 2)CARE A+;
Fund-based-Long AA-; A+; Stable
6. Term LT 2000.00 Stable (04-May- (07-Jul-20) Stable -
21) (20-Aug-19)
3)CARE A+;
Stable
(26-Jun-19)
1)CARE A+;
Stable /
CARE Al+
1)CARE
LT/ST Fund- CARE AA-: Stable 1)CARE (27-Dec-19)
AA-; A+; Stable |2)CARE A+;
based/Non-fund- Stable / / CARE / CARE Stable /
7. | based-EPC/ PCFC/ LT/ST 173.51 Al+ -
CARE Al+ CARE Al+
FBP / FBD / WCDL / (04-May-
0D/ BG / SBLC Al+ 21) (07-Jul-20) | (20-Aug-19)
3)CARE A+;
Stable /
CARE Al+
(26-Jun-19)
Debentures-Non iﬁf{E i)AC-éFS{fable
8. | Convertible LT 500.00 ' ! - - -
Stable |(04-May-
Debentures
21)
CARE |1)CARE
Fund-based - LT- AA-; AA-; Stable
S Bank Overdraft LT 20.00 Stable |(04-May-
21)

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities

Name of the
Instrument

Detailed explanation

Term Loan

Non-financial
covenants

1) Tata Sons Private Limited along with its affiliates shall hold minimum of 51% unencumbered
voting equity stake in the Company throughout the tenor of the facility.
2) Tata Sons Private Limited along with its affiliates shall retain management control of the

Company throughout the tenor of the facility.

Annexure 4: Complexity level of various instruments rated for this company

Sr. No. Name of the Instrument Complexity Level
1. Commercial Paper-Commercial Paper (Standalone) Simple
2. Debentures-Non Convertible Debentures Simple
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Sr. No. Name of the Instrument Complexity Level
3 Fund-based - LT-Cash Credit Simple
4 Fund-based-Long Term Simple
5. FB/NFB facilities Simple
6 Non-fund-based - ST-Bank Guarantees Simple

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.

Contact us
Media Contact
Mradul Mishra
Contact no. —+91-22-6754 3573
Email ID — mradul.mishra@careratings.com

Analyst Contact

Group Head Name — Rajashree Murkute

Group Head Contact no.- +91-22-6837 4474

Group Head Email ID- rajashree.murkute@careratings.com

Relationship Contact

Name: Saikat Roy

Contact no.: +91-22-6754 3429

Email ID: saikat.roy@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.

Disclaimer

CARE’s ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate and reliable.
CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not responsible for
any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in case
of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial
performance and other relevant factors. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating. Our ratings do not factor in any rating related trigger clauses as per the terms of
the facility/instrument, which may involve acceleration of payments in case of rating downgrades. However, if any such
clauses are introduced and if triggered, the ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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