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Facilities/Instruments Amount (X crore) Rating! ‘ Rating Action

Long-term bank facilities 190.00 CARE A+; Stable Assigned
- 3,228.75 ) )
Long-term bank facilities (Reduced from 3,989.00) CARE A+; Stable Reaffirmed
Short-term bank facilities 300.00 CARE Al+ Reaffirmed
(Reduced from 600.00)

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

Reaffirmation of ratings assigned to bank facilities of Maharashtra State Electricity Transmission Company Limited (MSETCL)
continues to derive strength from MSETCL’s wide transmission network, operated at sustained high-system availability, long-term
revenue visibility, and operation in a cost-plus return on equity (RoE) regulatory model that assures stable cash flows. Ratings
also take cognisance of higher aggregate revenue requirement (ARR) assessment for FY24 (refers to April 01 to March 31) and
FY25 by Maharashtra Electricity Regulatory Commission (MERC) and healthy collection efficiency of 115% in FY24, improved from
88% in FY23, leading to improved cashflows. Healthy financial risk profile characterised by comfortable leverage and satisfactory
debt coverage indicators continues to remain a credit positive. Ratings also take cognisance of Government of Maharashtra’s
(GoM’s) complete ownership in MSETCL through a holding company and its strategic importance for the state in terms of power
transmission.

However, the rating strengths continue to be tempered by counterparty risk, characterised by high concentration and moderate
credit profile of MSETCL's prime beneficiary namely Maharashtra State Electricity Distribution Company Limited (MSEDCL) and
elevated, though improving, average collection period. Ratings also take note of the highly capital-intensive business operations.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors
o Significant improvement in credit profile of counterparties improving average collection period and leverage.

Negative factors

o Operating parameters being materially lower-than-normative level, leading to weaker cash accruals.
o Unfavourable regulatory change, impacting cash flows.
o Deteriorating credit profile of counterparties, leading to stretch in receivables and adversely impacting MSETCL's liquidity

or leading to increase in gross debt/profit before interest, lease rentals, depreciation and taxation (PBILDT) above 3.0x.
Analytical approach: Standalone

Outlook: Stable

MSETCL is likely to benefit due to its regulated tariff structure, assured revenue visibility and high system availability in the
medium term. Its outlook is also characterised by its financial risk profile, which is expected to remain comfortable, characterised
by healthy cash flows and comfortable level of debt.

Detailed description of key rating drivers:

Key strengths
Improved cash flow from tariff revision and timely collection

MERC, vide its order dated March 31, 2023, had assessed ARR of 6,480 crore in FY24 and %6,483 crore in FY25. This has led to
increased revenue for the company in FY24 and 9MFY25. Moreover, dues collection from beneficiaries also improved from 88%
in FY23 to 115% in FY24 and 119% in 11MFY25 primarily due to improved collections from MSEDCL led by implementation of
the Late Payment Surcharge (LPS) scheme. This led to improved liquidity buffer of the company, reducing net debt levels.

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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Large geographical presence

MSETCL owns and operates Maharashtra’s state power transmission system. As on March 31, 2024, the company owned and
operated a transmission network of 51,862 circuit km of electrical transmission lines and 742 extra high voltage (EHV) substations
with 138,598 megavolt amperes (MVA) transformation capacities.

Regulated power transmission business with long-term revenue visibility

The company operates under MERC framework, which approves revenue to be earned by the company. MSETCL has assured
revenue under the multi-year tariff (MYT) model. Under MYT regulations, MSETCL files application with MERC, indicating ARR
depending on expected cost of transmission and a required pre-tax RoE of 16.96%.

Under the MYT framework, returns, individual costs trajectory and revenue elements of the utility are determined in advance for
five years (currently for fourth control period, FY21 [refers to April 01 to March 31] to FY25), enabling the utility to plan its
business for the control period.

Continued stable operational performance

For its high voltage alternating current (HVAC) lines, MSETCL maintained system availability at above 99% (higher than the
normative level of 98%) in FY24 and 9MFY25. For its high-voltage direct current (HVDC) lines also, the system availability
remained above the normative level of 95% in FY24 and 9MFY25. Transmission losses stood at 3.21% in FY24, superior to the
normative level.

Comfortable financial risk profile of the company

The company'’s financial risk profile is characterised by its improved overall gearing in FY24, which stood at 0.26x (PY: 0.34x),
considering debt repayment in the year. The total debt (TD)/PBILDT and interest cover also stand improved to 1.10x (PY: 1.91x)
and 10.67x (PY: 6.54x), respectively. MSETCL will be incurring sizeable debt-funded capex going forward, the equity contribution
for which is envisaged to be comfortably funded from internal accruals of the company. The projected debt service coverage ratio
is expected to remain comfortable.

Ownership of the GoM

MSETCL is wholly owned by Maharashtra State Electricity Holding Company Limited (MSEB Holding Company Limited), which is a
GoM-owned entity. MSETCL has been operating as an independent unbundled entity for 19 years since June 2005. It is a
professionally managed corporation with board representation from directors appointed by the holding entity.

Key weaknesses

Counterparty risk

MSETCL continues to derive ~86% of the total revenue from MSEDCL, and the balance from other distribution companies. With
revenue concentration, the company continues to be exposed to high counterparty risk. MSEDCL's operational risk profile is weak
characterised by high aggregate technical and commercial losses and ACS-ARR gap, impacting its financial risk profile. Average
collection period for MSETCL, though improved, stood elevated at 182 days in FY24 (PY: 255 days). CARE Ratings observes, with
continued healthy collection efficiency of 119% in 11MFY25, the collection period is expected to improve going forward.

Highly capital-intensive business operations
The company will have to incur regular operational capex to maintain operational efficiencies. As a result, term borrowings may
impact its overall financial risk profile.

Liquidity: Adequate

There is adequate headroom in the projected GCA less internal accruals for capex against repayment obligation for FY25 and
FY26. The free cash and cash equivalents (including unencumbered fixed deposits) stood at 2,899 crore as on March 31, 2024.
Utilisation of MSETCL's fund-based working capital lines remained largely un-utilised in the past 12 months, providing additional
comfort.

Assumptions/Covenants: Not applicable
Environment, social, and governance (ESG) risks: Not applicable

Applicable criteria
Definition of Default
Liguidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
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Financial Ratios — Non financial Sector
Infrastructure Sector Ratings

Short Term Instruments

Power- Transmission

About the company and industry
Industry classification

Macroeconomic indicator = Sector Industry
Utilities Power Power

' Basic industry
Power - Transmission

MSETCL was incorporated in June 2005 after unbundling the erstwhile Maharashtra State Electricity Board. The transfer scheme
was approved by the Maharashtra Government on March 31, 2016. The company is notified as the state transmission utility (STU)
under the Electricity Act, 2003. It is primarily engaged in planning, implementing, and O&M of intra-state transmission systems
(ISTS). MSETCL is one of the leading power transmission companies in India.

March 31, 2023 (A) March 31, 2024 (A) |

Brief Financials (X crore)

Total operating income 4,918.70 6,570.43
PBILDT 2,529.67 3,739.30
PAT 1,036.68 1,776.46
Overall gearing (times) 0.34 0.26
Interest coverage (times) 6.54 10.67

A: Audited; Note: these are latest available financial results

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years: Annexure-2

Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

2l Maturity Size of the !latlng
Name of the Issuance Coupon Assigned and
DEICNODE Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating
YYYY) Outlook
Fund-based -
LT-Bank - - - 190.00 C’;Ft{aEb/;”
Overdraft
Fund-based - December CARE A+;
LT-Term Loan i i 2026 3228.75 Stable
Fund-based -
ST-Bank - - - 300.00 CARE A1+
Overdraft
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https://www.careratings.com/upload/pdf/get-rated/Financial_Ratios_Non_Financial_Sector_March_2025.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria-Methodology-Infrastructure-Sector-Ratings-Mar-2025.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating_of_Short_Term_Instruments_Feb_2025.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating-Methodology%E2%80%93Power-Transmission-March-2025.pdf
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Rating History

Date(s) Date(s) Date(s) DEICIO))
Name of the y— and and and and
Instrument/Bank ) . Rating(s) Rating(s) Rating(s) Rating(s)
crere Outstanding | Rating i i X X
Facilities (X crore) assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2022
1)CARE A;
Stable
CARE 1)CARE | 1)CARE A; (ZOS'OCt'
Fund-based - LT- A+; Stable | Stable
1 Term Loan L 3228.75 At; ) (05-Mar- (20-Dec-
Stable 24) 22) 2)CARE A;
Stable
(29-1ul-
21)
1)CARE
Al
1)CARE | 1)CARE (201!;-0ct-
5 Fund-based - ST- ST 300.00 CARE ) Al+ Al
Bank Overdraft ' Al+ (05-Mar- (20-Dec-
24) 22) 2)CARE
Al
(29-Jul-
21)
3 Fund-based - LT- LT 190.00 E’i‘?E
Bank Overdraft
Stable

LT: Long term; ST: Short term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of instruments rated

\ Name of the Instrument

Complexity Level

1 Fund-based - LT-Bank Overdraft Simple
2 Fund-based - LT-Term Loan Simple
3 Fund-based - ST-Bank Overdraft Simple

Annexure-5: Lender details

To view lender-wise details of bank facilities please click here

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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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 detailed Rationale Report and subscription information,
please visit www.careedge.in
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