
                                                                                         

  
 

  Delay in payment against power purchase by the distribution 
companies (Discoms) is the biggest source of liquidity stress for the 
generation companies (Gencos). As per the data available on the 
PRAAPTI portal of Govt. of India (GoI) as on March 31, 2020, the total 
overdue debtors of the discoms towards gencos stood at more than 
Rs.76,000cr. Currently the discoms’ payables to both power generation 
companies and transmission companies stood at around Rs.94,000cr. 
In this backdrop today’s announcement of Rs.90,000 cr liquidity 
injection for discoms move comes as relief for them.  
Key announcements: 
1. PFC/REC shall infuse liquidity of Rs. 90,000 cr in discoms against their receivables.  2. Loans to be given against State Government guarantee for exclusive purpose of discharging liabilities of discom to gencos.  3. The above funding shall be linked to specific activities/reforms viz. liquidation of dues of State Government to discoms, reduction in operational and financial losses, digital payment facility being offered by discoms. 4. Central Public Sector Generation Companies  shall give rebate to discoms which shall be passed on to the end consumers.    The timing of this announcement is apt considering the record demand decline, lower collections given the lockdown related restrictions which  has led to significant  cash flow issues for discoms.  It will be however important to see as to what extent the discoms are able to avail the scheme given the ‘tied’ nature of this support and requirement of State Government guarantee. In CARE Ratings’ opinion, with this measure essentially the power sector problem is being shifted to the state government, the achievement of reform intent will be a challenge as has been proven time and again.   
 
 
 
 

CARE Ratings Limited  Corporate Office: 4th Floor, Godrej  Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022. Tel: +91-22-6754 3456   I   Fax: +91-22-6754 3457   E-mail: care@careratings.com    I   Website: www.careratings.com     I   CIN: L67190MH1993PLC071691 
Follow us on    /company/CARE Ratings 
                       /company/CARE Ratings 

May 13, 2020      I      Ratings  
Liquidity Booster for Discoms, 
State Guarantee to Rescue  

 
Contact:  Amod Khanorkar  Senior Director  amod.khanorkar@careratings.com  +91-22- 6837 4444  Sudhir Kumar Associate Director  sudhir.kumar@careratings.com  +91-11- 4533 3232 

Mradul Mishra (Media Contact) mradul.mishra@careratings.com +91-22-6837 4424 
             Disclaimer: This report is prepared by CARE Ratings Ltd. CARE Ratings has taken utmost care to ensure accuracy and objectivity while developing this report based on information available in public domain. However, neither the accuracy nor completeness of information contained in this report is guaranteed. CARE Ratings is not responsible for any errors or omissions in analysis/inferences/views or for results obtained from the use of information contained in this report and especially states that CARE Ratings has no financial liability whatsoever to the user of this report.   


