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Credit Update

On July 11, 2024, Mahanagar Telephone Nigam Limited (MTNL) citing insufficient funds, informed the stock exchange that it
could not fund the designated escrow account towards the semi-annual interest obligation aggregating ¥94 crore with respect to
sovereign guaranteed bond (ISIN: INE153A08154) as prescribed in the payment mechanism. In accordance with the structured
payment mechanism (SPM) recorded in the tri-partite agreement executed among MTNL, Department of Telecommunications
(DoT) and Debenture Trustee (DT), MTNL is required to fund the semi-annual interest and/or principal obligation in the designated
escrow account with adequate amount 10 calendar days (T-10%) before the due date (currently July 20, 2024).

Since MTNL is in breach of the stipulated condition, which is construed as an event of default, DT informed MTNL and DoT, vide
letter dated July 11, 2024, to arrange the adequate funds in escrow account on or before July 12, 2024 (T-8%, in accordance with
Debenture Trust Deed, DTD).

Subsequently, on July 12, 2024, per the communication from DT to CARE Ratings Limited (CARE Ratings), the former has furnished
a ‘Notice of Invocation of Guarantee’ to the Government of India (GoI) following MTNL's failure to fund the escrow account as
mentioned. This is in accordance with specified timelines laid out in the SPM.

Rating of these bonds assigned at CARE AAA(CE), principally relies on the presence of a pre-default guarantee from the parent,
Gol, along with a structured payment mechanism monitored by a third-party trustee. Per the payment mechanism, the Gol is
obligated to fund the designated escrow account with requisite amount on-or-before three days (T-3) prior to the due date from
the date of receipt of communication from DT.

MTNL's insufficient cash generation from operations and slow progress in asset monetisation worsened its liquidity position. This
has resulted in delays in debt servicing of its bank facilities (not guaranteed by Gol).

CARE Ratings is in constant touch with all stakeholders and shall continue to closely monitor developments, particularly regarding
the timely arrangement of funds by Gol to the designated escrow account on-or-before July 17, 2024, and take appropriate rating
action.

Please refer to the following link for the previous detailed rationale that captures key rating drivers and rating sensitivities (Last
Press Release dated July 3,2024)
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https://www.careratings.com/upload/CompanyFiles/PR/202407090711_Mahanagar_Telephone_Nigam_Limited.pdf
https://www.careratings.com/upload/CompanyFiles/PR/202407090711_Mahanagar_Telephone_Nigam_Limited.pdf
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About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE 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. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with
the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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