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Facilities/Instruments | Amount (X crore) Rating Action
_ 2,643.39 ) . i

Long Term Bank Facilities (Enhanced from 1,643.39) CARE BB-; Negative Reaffirmed

Short Term Bank Facilities 300.00 CARE A4 Reaffirmed

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

Reaffirmation of ratings of long-term and short-term bank facilities of Southern Power Distribution Company of Telangana Limited
(TSSPDCL) continues to factor the modest operational performance, weak profitability, elongated receivable position, and elevated
leverage metrics. Ratings continue to be constrained by the exposure of TSSPDCL to regulatory risk such as regular tariff revision
and full pass-through of costs and its large share of agricultural consumers increasing dependence on subsidy payments from the
Government of Telangana (GoTS). However, ratings continue to favourably factor in the strategic importance of TSSPDCL for the
state’s power sector, underpinning government support, and its operations in a cost-plus return-on-equity (RoE) regulatory model
assuring stable cashflows.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors
o Improvement in the financial profile of GoTS along with stronger support philosophy for TSSPDCL.
o Improvement in profitability on sustained basis, leading to improved leverage and coverage metrics.
o Improvement in receivable position of discom on a sustained basis.

Negative factors

o Continued losses with further increase in receivables deteriorating the cash flow position.
o Continued stretching of payable days on a sustained basis.
o Diminution or delay in support from the state government.

Analytical approach: Standalone

Outlook: Negative

The negative outlook on the CARE BB- rating of TSSPDCL reflects CARE Ratings’ expectation of further weakening of its financial
risk profile, characterised by higher leverage. The outlook may be revised to stable if leverage and profitability of the company is
steady.

Detailed description of the key rating drivers

Key weaknesses

Weakened operational and financial performance

The company’s billing efficiency and collection efficiency for FY25 are estimated at 88-89%and 89-90% respectively, in line with
FY24 levels, suggesting that aggregate technical and commercial (AT&C) losses came in at 19-20%, slightly higher than FY24
level of ~18%. The company’s net worth has continuously eroded due to net losses reported over past few years. Operational
loss and elevated debt levels have also resulted in weak debt coverage ratios.

Stretched collection and creditor period

The average collection period for the discom has stretched from 176 days at FY24 end to ~240 days at FY25 end. Most debtors
pertain to government entities. The company depends on subsidy from GoTS due to power supply at subsidised rates to certain
consumer categories. Furthermore, delayed payments to state-owned generation company (genco) resulted in elongated creditor
cycle due to liquidity constraints.

Weak power regulatory framework
TSSPDCL faces significant regulatory risks associated with traffic revisions. Given the inadequate tariff revenue and tariff hikes,
there is a revenue shortfall due to subsidised rates of agricultural supply, which is funded through revenue subsidy from GoTS.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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In its tariff petition for FY25-26, TSSPDCL has forecasted revenue of ¥46,035 crore at existing tariff and estimating a net gap of
9,758 crore. The Telangana State Electricity Regulatory Commission (TSERC) did not allow any tariff revision, although GoTS is
expected to make up for the revenue shortfall through revenue subsidy.

Less favourable consumer category mix and dependency on tariff subsidy from state government

In the past, total power sales volume to agricultural customers has stood above 25%, although this category contributed to less
than 10% of TSSPDCL’s power revenue. Most consumers in this category have been heavily subsidised through cross-subsidy
from other consuming segments. The state government has also implemented the ‘Gruha Jyothi Scheme’ in Telangana for
providing free electricity to eligible domestic consumers, thus increasing the dependency on subsidies. Sustained healthy
realisation of booked tariff subsidy will remain a key credit monitorable going forward.

Key strengths

Strategic importance and financial support from state government

The company is 100% held by the GoTS and is strategically important to the state with distribution license accorded by TSERC
to TSSPDCL, which caters to almost 70% power requirement in Telangana. By the strategic importance of the distribution utility,
the government has been providing funding support to it through equity infusion, tariff subsidy, and grants.

GoTS had infused additional equity on a need basis for past four years up to FY21. The GoTS also provided revenue grant under
the Ujwal DISCOM Assurance Yojana (UDAY) scheme equivalent to 50% of losses incurred by the company. Continuous and
timely support from GoTS will be important for the discom for managing its fund requirements.

Regulated monopoly business

TSSPDCL is the largest distribution company in Telangana covering 15 districts, including Hyderabad, catering to about 11.3
million consumers. As the only power distribution company in the southern region of Telangana, TSSPDCL maintains monopoly
in this region. TSSPDCL operates in a cost-plus tariff regime having a regulatory framework of filling of aggregate revenue
requirement (ARR) and tariff petition with the TSERC, followed by recovery of cost incurred and RoE as per tariff approval from
TSERC.

Liquidity: Stretched

The company’s liquidity position is stretched with delayed payment recovery from the government and losses reported. TSSPDCL
had a free cash balance of X259 crore as on March 31, 2025. The company has received a settlement amount from Andhra
Pradesh over the pending bifurcation of assets, leading to increasing cash and cash equivalents. The company’s debt servicing
obligation is dependent on support from GoTS through tariff subsidy and grants. The average maximum utilisation of working
capital fund-based limits in trailing 12 months ended December 31, 2024, was about 88%.

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

About the company and industry

Industry classification

Macro-economic Indicator \ Sector Industry Basic Industry
Utilities Power Power Power distribution

TSSPDCL, erstwhile known as Andhra Pradesh Central Power Distribution Company Limited (APCPDCL), is the largest distribution
company in Telangana catering to more than 11.2 million consumers. Incorporated on March 31, 2000, TSSPDCL currently
operates as a distribution licensee in the southern part of Telangana covering 15 districts, with major ones as Hyderabad,
Mahaboobnagar, Nalgonda, Medak, and Ranga Reddy.
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Brief Financials (X crore)

FY24 (A) FY25 (A)

Total operating income 40,333 44,089
PBILDT -1,117 6,339
PAT -4,910 1,186
Overall gearing (times) NM NM
Interest coverage (times) NM 1.49

A: Audited UA: Unaudited; NM: Not Meaningful 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

ISIN

Rating Assigned

Name of the Date of Coupon Maturity  Size of the Issue

o along with
Instrument Issuance Rate (%) Date (X crore) Rating Outlook
Fund-based - LT- CARE BB-;
Cash Credit ) ) ) 1350.00 Negative
Fund-based - LT- CARE BB-;
Cash Credit ) ) ) 1000.00 Negative
Fund-based - LT- CARE BB-;
Term Loan i ) 31/03/2029 248.53 Negative
Fund-based - LT- CARE BB-;
Term Loan ) ) 31/03/2029 44.86 Negative
Non-fund-based -
ST-Letter of - - - 300.00 CARE A4
credit

Annexure-2: Rating history for the last three years
Current Ratings

Rating History

Date(s) Date(s) Date(s) Date(s)
Name of the Pr— and and and and
Insi_:r_u_m ent/Bank Type Outstanding Rating Ratl_ng(s) Ratl_ng(s) Rating(s) Ratl_ng(s)
Facilities (X crore) assigned assigned assigned in assigned
in 2025- in 2024- 2023-2024 in 2022-
2026 2025 2023
1)CARE BB-
; Negative
CARE | (31-Jul-25) | 1)CARE BB- | 1)CARE BB-; | 1)CARE BB;
1 _T_:::;tigid -LT LT 248.53 BB-; : Negative | Stable Negative
Negative | 2)CARE BB- | (02-Apr-24) | (07-Apr-23) | (30-May-22)
; Negative
(08-Apr-25)
1)CARE BB-
; Negative
CARE | (31-Jul-25) | 1)CARE BB- | 1)CARE BB-; | 1)CARE BB;
2 _T_:::{E:id SLT- LT 44.86 BB-; ; Negative Stable Negative
Negative | 2)CARE BB- | (02-Apr-24) | (07-Apr-23) | (30-May-22)
; Negative
(08-Apr-25)
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Date(s) Date(s) Date(s) Date(s)
Name of the Amount and and and and
Insl_:r_u_m ent/Bank Outstanding Rating Ratl_ng(s) Ratl_ng(s) Rating(s) Ratl_ng(s)
Facilities (X crore) assigned assigned assigned in assigned
in 2025- in 2024- 2023-2024 in 2022-
2023
1)CARE BB-
; Negative
CARE | (31-Jul-25) | 1)CARE BB- | 1)CARE BB-; | 1)CARE BB;
3 (F::zﬁgfes;‘s SLT- LT 1350.00 BB-; : Negative | Stable Negative
Negative | 2)CARE BB- | (02-Apr-24) | (07-Apr-23) | (30-May-22)
; Negative
(08-Apr-25)
1)CARE A4
4 | Non-fund-based - - 300.00 CARE A4 (31-Jul-25) 1)CARE A4 | 1)CARE A4 | 1)CARE A4+
ST-Letter of credit 2)CARE A4 (02-Apr-24) | (07-Apr-23) | (30-May-22)
(08-Apr-25)
1)CARE
1)CARE BB- BBB+ (CE);
; Negative Stable
CARE | (31-Jul-25) | 1)CARE BB- | 1)CARE BB-; | (27-Jul-22)
5 E‘;gﬁg:;‘: SLT- LT 1000.00 BB-; : Negative | Stable
Negative | 2)CARE BB- | (02-Apr-24) | (07-Apr-23) | 2)Provisional
; Negative CARE BBB+
(08-Apr-25) (CE); Stable
(04-Jul-22)
1)CARE BB
Un .Supported 1)Withdrawn (27-1ul-22)
6 | Rating-Un Supported LT - - - - (07-Apr-23)
Rating (Long Term) 2)CARE BB
(04-1ul-22)

LT: Long term; ST: Short term;

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

Annexure-4: Complexity level of the various instruments rated

| Name of the Instrument Complexity Level |

1 Fund-based - LT-Cash Credit Simple
2 Fund-based - LT-Term Loan Simple
3 Non-fund-based - ST-Letter of credit Simple

Annexure-5: Lender details
| To view the lender wise details of bank facilities please click here

Note on the complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis
of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
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 Reserve Bank of India.
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. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). 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. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge 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. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CARE and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge 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. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2025, CARE Ratings Limited. All Rights Reserved.
This content is being published for the purpose of dissemination of information. Any use or reference to the contents herein on an “as-is” basis is permitted with due
acknowledgement to CARE Ratings. Reproduction or retransmission in whole or in part is prohibited except with prior written consent from CARE Ratings.

For detailed Rating Report and subscription information,
please visit www.careratings.com
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