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October 20, 2025

Facilities/Instruments SIS Rating1 Rating Action
crore)
Long-term / Short-term bank 600.00 CARE BB+; Stable / CARE Downgraded to CARE BB+; Stable / CARE
facil?ties (Reduced from A4; ISSUER NOT A4; ISSUER NOT COOPERATING* from
1500.00) COOPERATING* CARE BBB; Negative / CARE A3
5913.99 . ] Downgraded to CARE BB+; Stable; ISSUER
Long-term bank facilities (Reduced from | CARE BB Stable; ISSUER NOT COOPERATING* from CARE BBB;
NOT COOPERATING* .
10,585.14) Negative
3,150.00
Short-term bank facilities (Reduced from CARE A4; ISSUER NOT Downgraded to CARE A4; ISSUER NOT
COOPERATING* COOPERATING* from CARE A3
4,400.00)
Downgraded to CARE BB+; Stable; ISSUER
Issuer rating - Withdrawn NOT COOPERATING* from CARE BBB;
Negative and withdrawn

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

CARE Ratings Limited (CareEdge Ratings) has been seeking information from Bangalore Electricity Supply Company Limited
(BESCOM) to monitor the rating(s) vide e-mail communications dated June 20, 2025, July 09, 2025, July 22, 2025, August 21,
2025, September 25, 2025, and October 09, 2025, and numerous phone calls. However, despite our repeated requests, the
company has not provided the requisite information for monitoring ratings. In line with the extant Securities and Exchange Board
of India (SEBI) guidelines, CareEdge Ratings has reviewed the rating based on the best available information, which in CareEdge
Ratings’ opinion is not sufficient to arrive at a fair rating. Ratings on BESCOM bank facilities will now be denoted as CARE BB+;
Negative /CARE A4; ISSUER NOT COOPERATING*.

The issuer rating and ratings on the part facility are withdrawn at the request of BESCOM and ‘No Objection Certificate’ received
from the banks that have extended the facilities rated by CareEdge Ratings.

In view of non-availability of information and lack of clarity on profitability and moderate financial profile per last available
information, CareEdge Ratings has revised ratings for bank facilities of BESCOM to CARE BB+; Stable Issuer not cooperating /
CARE A4; Issuer not cooperating.

Users of these rating (including investors, lenders and the public at large) are hence requested to exercise caution
while using above rating(s).

Analytical approach: Standalone and factoring linkages with its parent, Government of Karnataka (GoK).
CareEdge Ratings has considered the company’s standalone business and financial profile to arrive at ratings. Ratings also factor
in the systemic importance of BESCOM for the power sector of Karnataka and its operational and financial linkages with GoK (the

parent holding entire shares in BESCOM) due to which ratings have been notched up.

Outlook: Stable

Detailed description of key rating drivers:
At the time of the last rating on July 23, 2024, the following were key strengths and weaknesses.

Key strengths
Regulated monopoly

BESCOM is one of the five distribution companies (discoms) of Karnataka. It is also the largest discom in Karnataka with over
13.90 million consumers. Being the sole power distributing licensee in its territory, BESCOM operates in a cost-plus tariff regime.

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications
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It has opportunity to recover cost incurred (subject to approval from Karnataka Electricity Regulatory Commission (KERC), return
on equity and generate additional income from incentive by posting better operating efficiencies.

Satisfactory operational performance and regulatory discipline in past

BESCOM has demonstrated significant reduction in (Aggregate Technical & Commercial (AT&C) loss in the last 15 years. AT&C
loss profile had been among the better ones in the country. Due to favourable demographic profile of its consumers, BESCOM
has increased collection through digital mode over the years through different initiatives. The transmission and distribution (T&D)
loss for FY23 was lower than normative, leading to incentive income for the company.

In the past, BESCOM has been compliant with the timeline for tariff petition filing. In terms of receipt of tariff order, there has
not been significant delay. True-up process of actual parameters has been regular.

Strategic importance for GoK with financial support in the past

The company is 100% held by GoK. BESCOM has a dominant position in power distribution in Karnataka. Almost 45% of the total
energy purchased by Karnataka state discoms is attributable to BESCOM. In terms of sales of energy to the consumer, BESCOM's
share in Karnataka continues to be almost same. Given the strategic importance of the distribution utility, the government has
been providing funding support to utility through equity infusion, tariff subsidy, loan and guarantee for external loan. Continued
and timely support from GoK would remain important for the discom to manage its requirements.

Key weaknesses
Weak collection in FY24

The company’s collection efficiency continued to remain lower than 98% in FY23 and FY24. There has been delay in receipt of
dues from state government entities and tariff subsidy component in FY24.

Restricted tariff hike in the past

Except for the control period of FY18 and FY19, the annual tariff hike has been less than 8% in the control period of FY14 to
FY23. In this period, the hike pleaded by BESCOM had been higher. On February 28, 2024, KERC rolled out tariff order for FY25
reducing tariff for BESCOM against the hike in tariff pleaded by BESCOM. Reduction in tariff is due to lower acknowledgment of
power purchase cost by KERC. However, the management expects that the under-recovery of power purchase cost will be largely
controlled due to the recently introduced Fuel and Power Purchase Cost Adjustment (FPPCA) provision.

High power purchase cost while partial recognition of the same by the regulator

BESCOM'’s average power purchase cost continued to remain high considering higher allocation of costlier thermal plants compared
to other discoms of Karnataka and lower allocation of cheaper hydro power. Higher purchase of renewable power resulted in
higher back-down of thermal plants, while higher capacity charge of these plants adversely impacts per unit power purchase. The
management has cited that implementation of fuel cost adjustment charges (FAC) and its regular revision has curbed losses to
some extent.

Limited tariff hike, flight of high tariff consumers to open access mode and sale of surplus power to other discoms of Karnataka
at lower price has led to lower average unit tariff realisation in the past. The company is not eligible to receive return on equity
(ROE) component due to its negative net worth. Hence, profitability has been significantly impacted.

High level of receivables contributed by dues from government department, subsidy receivables and regulatory
assets

BESCOM receivable position is elongated characterised by delayed payment from different government departments, slower
realisation of tariff subsidy in the past, high level of dues pending from other discoms of Karnataka considering energy balancing
charges and finally due to regulatory receivables. Adjusted average collection period for BESCOM in FY22 and FY23 stood high at
230 days and 179 days, respectively. It is estimated to be at similar stretched level in FY24.
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Elevated level of creditors and debt

BESCOM's cash flow from operations has been weak in the past considering significant under-recovery of power purchase cost,
high interest burden and increasing receivables from GoK/rural/urban local bodies. Moreover, it has incurred sizable capex in the
past to upgrade its network infrastructure. Hence, it has relied significantly on stretched creditor and debt for funding it. While
the company’s net worth was negative, its total debt is projected to increase in the medium term considering losses, continuous
high receivables, liquidation of creditors, and capex to be incurred.

Liquidity: Stretched

Due to weak operating profit and increasing receivables, cash flow from operations has been weak for BESCOM. This had resulted
in stretch in creditors in the past, characterised by payable days. Average fund-based working capital utilisation in 12-months
ended April 2024 was high at 88.66%. The company had nominal cash balance as on March 31, 2024. Due to its parentage,
BESCOM is expected to enjoy financial flexibility in terms of access to bank loans. Rate of interest and margin required for its
short-term loans/overdraft facilities have been competitive. Projected gross cash accrual (GCA) for FY25 against gross repayment
is marginal. Hence, BESCOM is expected to rely heavily on equity, capital grants, consumer contributions and term loans for
meeting its capex requirement.

Applicable criteria

Notching by Factoring Linkages with Government
Financial Ratios — Non financial Sector

Issuer Rating

Liquidity Analysis of Non-financial sector entities
Information Adequacy Risk and Issuer Non-Cooperation
Assigning ‘Outlook’ or ‘Rating Watch’ to Credit Ratings
Rating of Short Term Instruments

Infrastructure Sector Ratings

Power Distribution Companies

Withdrawal Policy

About the company and industry

Industry classification

Macroeconomic indicator Sector Industry Basic industry
Utilities Power Power Power distribution

Incorporated on April 30, 2022, BESCOM is engaged in the distribution of power in the eight districts of Karnataka (Bangalore
Urban, Bangalore Rural, Chikkaballapura, Kolar, Davanagere, Tumkur, Chitradurga and Ramanagara). During unbundling in June
2002, the distribution business of Karnataka Power Transmission corporation Limited was divided to four new distribution
companies including BESCOM. BESCOM has four operating zones — Bangalore Metropolitan Area Zone (North), Bangalore
Metropolitan Area Zone (South), Bangalore Rural Area Zone and Chitradurga Zone. In terms of coverage, it is across 41,092 sq.
km with a population of over 20.7 million and consumer base of over 13.90 million. BESCOM holds distribution

license valid for 25 years from June 10, 2004.

Brief Financials (X crore) March 31, 2023 (A) March 31, 2024 (A)
Total operating income 26,339 34027
PBILDT 448 -166

PAT -1768 -3863

Overall gearing (times) Negative Negative
Interest coverage (times) 0.34 Negative

A: Audited; NM: Not meaningful; NA: Not available; 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
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Complexity level of instruments rated: Annexure-4
Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Size of the Rating
Name of the Date of Coupon Maturity Assigned and
Issue )
Instrument Issuance Rate (%) Date Rating
(X crore)
Outlook
CARE BB+;
E#”fe:’;sfgan - - March 2036 2257.09 Stab'i] ;SUER
COOPERATING
Fund-based - CARE BB+;
LT-Working December Stable; ISSUER
capital Term i i 2036 3,656.90 NOT
Loan COOPERATING
Fund-based - CARE A4;
ST-Bank - - - 840.00 ISSUER NOT
Overdraft COOPERATING
Fund-based - CARE A4;
ST-Working - - - 2,310.00 ISSUER NOT
Capital Limits COOPERATING
Issuer Rating- - - - 0.00 Withdrawn
Issuer Ratings
CARE BB+;
Non-fund- Stable / CARE
based - LT/ - - - 600.00 A4; ISSUER
ST-BG/LC NOT
COOPERATING*
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Annexure-2: Rating history for last three years

Current Ratings

RATINGS

Rating History

Date(s) Date(s) Date(s)
Name of the and and and
Instrument/Ban Amount Datfa(s) and Rating(s Rating(s Rating(s
. . Rating(s)
k Facilities Outstandin N . ) ) )
assigned in . . .
g (X crore) 2025-2026 assigned assigned assigned
in 2024- in 2023- in 2022-
2023
CARE BB+; 1)CARE 1)CARE
Stable; ISSUER | BBB; BBB+;
1 i‘;::itg;id S - - NOT Negative | Stable -
COOPERATING | (23-Jul- (08-Jun-
* 24) 23)
CARE BB+; 1)CARE 1)CARE
Issuer Rating- Stable; ISSUER | BBB; BBB+;
2 Issuer Ratings LT - - NOT Negative | Stable -
COOPERATING | (23-Jul- (08-Jun-
* 24) 23)
CARE BB+; 1)CARE 1)CARE
Fund-based - LT- Stable; ISSUER | BBB; BBB+;
3 | Working capital LT - - NOT Negative Stable -
Term Loan COOPERATING | (23-Jul- (08-Jun-
* 24) 23)
Fund-based - ST- CARE A4; ;)3CARE ;)3(1ARE
4 | Working Capital ST - - ISSUER NOT (23-1ul- (08-Jun- -
Limits COOPERATING | 2 23)
CARE A4; 1)CARE 1)CARE
5 Fund-based - ST- ST i i ISSUER NOT A3 A3+ i
Bank Overdraft COOPERATING | (23-ul- (08-Jun-
* 24) 23)
CARE BB+ 1)CARE 1)CARE
BBB; BBB+;
Stable / CARE Negative Stable /
6 Non-fund-based - LT/S i i A4; ISSUER / CARE CARE i
LT/ ST-BG/LC T NOT A3 A3+
SOOPERATING (23-Jul- (08-Jun-
24) 23)
CARE BB+; CARE BB+;
Stable; ISSUER | Stable; ISSUER
7 ;::itigid R T ¢ 2257.09 | NOT NOT
COOPERATING | COOPERATING
X *
CARE BB+; CARE BB+;
Fund-based - LT- Stable; ISSUER | Stable; ISSUER
8 | Working capital LT 3656.90 NOT NOT
Term Loan COOPERATING | COOPERATING
X *
CARE A4; CARE A4;
9 Fund-based - ST- ST 840.00 ISSUER NOT ISSUER NOT
Bank Overdraft COOPERATING | COOPERATING

*

*
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Current Ratings Rating History

Date(s) Date(s) Date(s)
Name of the Date(s) and and and and
Instrument/Ban Amount Rating(s) Rating(s Rating(s Rating(s
k Facilities Type Outstandin N 9 . ) ) )
assigned in . . .
g (X crore) 2025-2026 assigned assigned assigned
in 2024- in 2023- in 2022-
2023
CARE BB+; CARE BB+;
Stable / CARE Stable / CARE
10 Non-fund-based - LT/S 600.00 A4; ISSUER A4; ISSUER
LT/ ST-BG/LC T NOT NOT
COOPERATING | COOPERATING
X £ 3
CARE A4; CARE A4;
Fund-based - ST- ! !
. . ISSUER NOT ISSUER NOT
11| Working Capital ST 231000 | OOPERATING | COOPERATING
Limits « N

*Issuer did not cooperate; based on best available information.
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

Sr. No. Name of the Instrument Complexity Level \
1 Fund-based - LT-Term Loan Simple
2 Fund-based - LT-Working capital Term Loan Simple
3 Fund-based - ST-Bank Overdraft Simple
4 Fund-based - ST-Working Capital Limits Simple
5 Issuer Rating-Issuer Ratings Not applicable
6 Non-fund-based - LT/ ST-BG/LC Simple

Annexure-5: Lender details

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

Note on complexity levels of rated instruments: CareEdge 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, CareEdge 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, CareEdge 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, CareEdge 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. CareEdge 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 CareEdge Ratings 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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