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Ladies and Gentlemen, Good Day and Welcome to the Power Finance
Corporation management interaction with the investors hosted by Edelweiss
Securities Limited. As a reminder, all participant lines will be in the listen-only
mode and there will be an opportunity for you to ask questions after the
presentation concludes. Should you need assistance during the conference
call, please signal an operator by pressing ‘*’ and then ‘0’ on your touchtone
phone. Please note that this conference is being recorded. | now hand the
conference over to Mr. Kunal Shah from Edelweiss Securities Limited. Thank

you and over to you, Sir.

Thank you, Aniket, and Good Afternoon everyone. | Welcome you all to Power
Finance Corporation’s management interaction with the investors, so we have
with us Mr. Rajeev Sharma — Chairman and Managing Director; Mr. N. B.
Gupta — Director (Finance); and Mr. D. Ravi — Director (Commercial from PFC
who will discuss the latest developments which are there in the power sector
in general and updates pertaining to PFC in particular be it relating to the
Ministry directives or some other news items which were there, so Sir, would
request you to just give few opening remarks and post this we will take the

Q&A session. Over to you, Sir.

Thank you very much for giving us this opportunity. Good Afternoon
everyone, | welcome you all to this conference call. We called this conference
call to share our views with you regarding PFC’s Q3 FY ‘17-18 performance,
PFC’s asset quality in the context of new RBI norms and related media reports,

outlook on power sector going forward.

First of all, | will share a few highlights on PFC’s performance. On business
growth front, we have shown about 10% loan growth. On NPA front, as we
have indicated in our earlier conference calls about reversal of NPAs, | am
happy to share that we have substantially reduced our NPAs this financial

year. From net NPA of 10.55% in the beginning of the year to 4.23% in Q3 ‘17-
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18. We therefore reduced our net NPAs by a significant 6.32% this year. Out of
current net NPAs of 4.23%, Government sector NPAs are 2.04% significant
portion of this is likely to reverse next FY ‘18-19 as indicated earlier. Only

2.19% of net NPAs belong to private sector loans as on 31st December 2017.

In my earlier conference calls, | have also indicated that we are looking to

diversify our borrowing portfolio.

Accordingly, during Q3 FY ‘17-18, we raised green bonds of US $400 million
which saw the tightest ever pricing for a 10-year inaugural bond issued by an
Indian issuer. We also raised syndicated loan of US $300 million. Additionally,
we raised FCNR(B) loans of US $100 million. During Q4 FY ‘18, we have further
raised some foreign currency of US $250 million syndicated loan and FCNR(B)
loan of US $100 million. Another US $250 million of foreign currency loan is
also in pipeline. Further, we are also looking to re-finance our existing foreign
currency liabilities of US $450 million by which the cost of funds will further be
reduced. We are also raising funds through capital gain bonds which are at a
coupon of 5.25% we have mobilized more than Rs. 200 crores under this
instrument. Our average cost of funds decreased by 13 basis points from

8.23% t0 8.10% in Q3 FY ‘18.

| will now share with you the new RBI norms on stress resolution and its
impact on us. First, let me clarify that the new RBI norms are not directly
applicable to us, PFC being an NBFC. However, as we are in consortium with
banks for most of our private loan book, indirectly these RBI norms will affect

us.

Let me now explain our loan asset book. We have a total loan asset portfolio
of Rs.2,62,000 crores, out of which Government sector loans are Rs.2,18,000
crores that is roughly 83%. Private sector loans are Rs.44,000 crores (i.e.17%).
Regarding Government loan book of 2,18,000 crores, all government sector

borrowers are servicing our dues regularly and only negligible over dues are
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there. Further, we are not envisaging any stress in respect of Government

sector borrowers.

In case of private sector exposure of about Rs.44,000 crores, Rs. 14,000
crores private sector loans (i.e. 32%) are regular in servicing their dues and we
see no issues in these loans. Balance private sector loans of Rs. 30,000 crores
are either under NPA category or under restructured standard category or
standard category. NPAs are roughly about Rs. 8500 crores, restructured
standard assets are about Rs. 15,500 crores, and standard assets are about Rs.

6000 crores.

Now, in terms of revival measures, out of these loan assets of Rs. 30,000
crores, about seven projects worth Rs. 4250 crores with a capacity of 3335
megawatts are being resolved through NCLT under IBC. These seven projects
are already in NPA category. The breakup is - In one project, resolution
process under NCLT is already underway. In two projects, petition has been
filed with NCLT. In four projects, we are in the process of filing with NCLT. For
balance loans of Rs. 25,750 crores which are 22 projects of 16,000 megawatts,
various resolution mechanisms are underway including earlier RBI schemes
like SDR, outside SDR, S4A, 5/25, and other resolution mechanisms. Some of
the projects are already under bidding for management takeover and some
are about to be bid out for change in management. Some projects are already
under other resolution actions like settlement or restructuring. We are
therefore optimistic that we will be able to restructure or settle or bid out
some of these loan assets before 180 days stipulation by RBI beyond which we
have to approach NCLT. We are also optimistic that all these loan assets will
be restructured or settled or bid out under NCLT with relatively lesser hit to
lenders including PFC as more than 50% of these projects are commissioned
roughly 10,000 megawatts. More than 50% of these projects have PPAs, more
than 70% of these projects have FSA. | also would like to highlight that out of

these total 29 projects of Rs.30,000 crores, 14projects will have aggregate
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exposure of less than 2000 crores, hence the RBI deadline of 180 days for

resolution does not apply for such loans as of now.

Now, in terms of impact on provisioning and income loss is concerned,
generally in power project financing 20% to 30% project cost is met out of
equity and 70% to 80% is financed through debt.Therefore, even if we assume
a haircut of 50% on these projects, despite the positives of these projects in
terms of COD, PPA, FSA, the haircut by the lenders will be lesser to that
extent. Majority of these projects are already in NPA category or where
income is not being booked, therefore, no major impact is envisaged on the
future profit or interest margins. Further, we have already made the
provisions on NPAs ,restructured ,standard assets of about Rs.5000 crores for
these projects of Rs.30,000 crores. The total provisioning on entire loan book
stands at about Rs. 8500 crores. Also by the year-end, it is expected that the
cumulative provisioning against these assets will be further enhanced.
Therefore, PFC is gradually building its provisioning to take care of any hit on

these projects. Thus no sudden and significant impact is envisaged on PFC.

Further, resolution under NCLT is required within the time span of 180 days.
Considering these timelines, it is envisaged that the resolution of these
projects will happen within FY ‘18-19. Once resolution process is complete,
the funds realized from the sale of these assets will help in creating new
income earning asset and will have a positive impact on PFCs financials going

forward.

Further, to also avoid the distress sale of power project assets, we are
exploring possibility of a joint-venture, which can bid for these projects and
takeover these projects at a fair value. The objective of this JV is to take over
these projects and execute or operate till the demand scenario improves and
sell it out at a later stage for better valuation. This JV approach is at
preliminary stage of discussions, which will be formed after due consideration

to all aspects including RBI and legal framework.
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Now, let me share few thoughts on the concerns raised on Discom’s financial
health and our exposure to them and impact on PFC going forward. In this
regard, we would like to state that as on December 31, 2017, Rs.24,000 crores
of PFC assets are in distribution segment, which is roughly 9% of our loan
book. Out of this 9%, about 3% to 4% will be CAPEX based and remaining
would be non-CAPEX.

With regard to Discoms facing difficulty in repayment due to high AT&C
losses, | would like to mention that to address this very situation, UDAY
scheme was launched with the objective to have financial and operational

turnaround of Distribution Company.

Under UDAY, the existing debt of the loss-making Discoms was to be taken
over by the state. Further, the future losses are also to be taken over by the
states. Thus, Discoms’ current losses are being managed with the UDAY
scheme. Further, on roadmap for AT&C losses, the UDAY scheme stipulates
various measures to reduce AT&C losses for Discoms. Also UDAY scheme,
restricts funding of banks and financial institution to only 25% of Discoms’

previous year’s annual revenue.

Thus, while extending non-CAPEX funding to Discoms, the reform parameters
as per UDAY scheme is built in the terms and conditions of the sanction of
loans. The funding for CAPEX purpose is against the CAPEX items approved by
the regulator. Further, as on date, PFC is following RBI prudential norms for its
entire loan portfolio. Also historically, Discoms have been regular in servicing,

therefore, no default is envisaged in future.

Let me also share with you the outlook on distribution sector. Government of
India has launched Deen Dayal Upadhyaya Gram Jyoti Yojana, an Integrated
Power Development Scheme for development of rural and urban distribution
sector. While Deen Dayal Upadhyaya Gram Jyoti Yojana will help in providing

round-the-clock power to rural households and adequate power to
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agricultural consumers, IPDS will help in reducing AT&C losses in urban areas.
Also Government of India has launched Saubhagya scheme which aims to
ensure electrification of willing households in the country. Total investments
envisaged in distribution sector through these Government schemes is
roughly Rs.1,70,000 crores. With Government of India’s push for reforming
distribution sector and that substantial investments have been made. This has
resulted in reduction in aggregate lossesreduction in gap between ACS and

ARR and reduction in AT&C losses.

There is a concern that distribution companies are not performing well
especially with regard to the reduction in AT&C losses., But there are
significant development in the sector which are good for all stakeholders. |
will share some numbers with respect to 45 distribution utilities, which have
furnished data for the Financial Year 2016-17. Aggregate losses have
decreased by more than 20% primarily due to reduction in interest expenses
under UDAY scheme -Rs. 36,047 crores in 2016-17 versus Rs. 45,394 crores in
2015-16. Revenue from sale of power has registered a growth of almost 8%-
Rs. 4,09,703 crores in 2016-17 versus 3,80,510 crores in 2015-16. Gap on
subsidy received has also reduced by 11 paisa per unit- 39 paisa per unit in
2016-17 versus 50 paisa per unit in 2015-16. Out of 1270 towns for which data
is available under R-APDRP or IPDS 245 towns have AT&C losses of less than
10%, - 247 towns have AT&C losses between 10% and 15%, - 162 towns have
AT&C losses between 15% and 20%. | firmly believe that with the continuing
focus of Government of India on upgrading and strengthening of distribution
sector in the country, the performance parameters are going to see a
significant improvement in the coming times. Now, we are open to questions,

thank you very much.

Thank you very much. We now begin with the question and answer session.
The first question is from the line of Andrew Lundstrom from WindAcre.

Please go ahead.
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Can we ask how much of your private sector stressed assets has accrued

interest and how much is loan principal?

Total Private sector loans are roughly Rs.44,000 crores, that is, 17% of my loan

asset book.

How much of that is from accrued interest versus the loan principal that was

originally given to these projects?

It is loan asset. Being NPA (the assets under NPA), there is no accounting for

the interest income, so nothing is outstanding on these accounts.

You are not building interest during construction?

Most of the projects are commissioned projects and even for the under
construction projects, the accounts which become NPA, we are accounting for
the income only on the basis of cash received, so wherever the cash has not
been received that income has not been accounted for. These 44,000 crores

are purely the loan outstanding, there is no interest component to it.

Just curious, does the interest show up in some other account on the balance

sheet or is there no accrual of interest other than these loans?

On the balance sheet, under loan assets the total 2,62,000 crores are again

only the principal, the accrued interest would be in the current assets.

On the stressed assets, we are not getting any interest.

For the commissioned private sector plants, can you share what the load

factor or PLF is?

PLF varies from 55% in some cases to 60%/70% also .Because out of 44,000
crores assets, 14,000 crores private sector loans are regular in servicing their

dues and we do not see any issues, but balance private sector 30,000 crores
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are either under NPA category or restructured standard category or standard

category.

Of the total stressed projects, you spoke about how much have a certain
average PPA coverage, could you say how many projects have at least say 50%

PPA or whatever level you think will let them service their debt?

More than 50% of these projects are commissioned, roughly 10,000 megawatt
capacity is already commissioned. More than 50% of these projects are having

PPAs and more than 70% of these projects are having FSAs.

In terms of megawatts, it is like 19,500 megawatts is the figure related to this

30,000 crores, out of which we are saying that 50% has PPAs.

| saw those percentages are these for the NCLT restructurings?

This is for the NPAs and restructured accounts, the 30,000 crores.

The entire stress assets is more than 50% PPA, more than 50% FSA, and is
that on a project by project basis or, | am wondering did they all have close to

50% or do you have some that are 100% and some that are 0?

It is possible, that is on an overall basis, but there could be one project where
there is no PPA at all and there could be another project which is 100 PPA, so

project wise details at this moment we are not sharing.

Can you share projects that do not have PPA, like what number of projects do

not have PPA or how much megawatt are long enough?

We can share that separately, but there will be a few projects which are not

having PPAs & FSAs Very Few
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Do you have any expectation once we have passed all this asset stress, what
your normalized spread or NIM could be in the very long term in terms of

what you might target yourself?

Like we said, the private sector exposure right now is only 17% out of which,
we are saying only 30,000 is stressed and if this stress gets resolved then, the
impact will not be significant in the sense that this 30,000 crore projects does

not form chunk of our loan asset.

Why?

Because 83% of my total loan book exposure is to Government utilities where
there is no financial stress, | am being paid regularly, so private sector
exposure is very limited, that is only 17% out of which 14,000 crores is already
performing well and we are getting regular servicing of dues by these private

sector developers.

We are having only issues in 30,000 crores exposure, but there also some of
these projects are already having PPA, some of them are having FSA. Even

while reviving these projects, we do not expect a higher haircut.

Why is it that you are fairly optimistic on the amount of haircuts relative to

say the steel sector.Where it has been 50% haircuts?

We are very optimistic because the demand in the grid is not realistic today, it
is a suppressed demand. If you look at the data of the power exchange, prices
of power have doubled during last 10 to 15 days and now summer is coming,
so demand will further increase. So there will be more demand in the system
and peak hour rates have gone as high as Rs. 7 per unit So we are expecting
that the stressed projects which are not having PPA can sell their power at a
good rate in the market and we are likely to get benefited. And this scenario

of low demand will not continue for long.
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Government also notified a new scheme of Shakti under which the plants
which were not having FSA got FSA, they got coal under this scheme if they

were having PPAs.

Now, Government is coming out with a new scheme under Shakti scheme.
The auction is to just start for those projects which are not having PPAs, they
can also have coal.So it will improve, further, scenario in the power sector.
And demand is picking up because under Saubhagya scheme, Government of
India is proposing to connect each and every household of this country
whether rural or urban, they want to connect it with electricity.So further
demand will increase in rural areas as well as urban areas because quality of
life will improve, aspiration of people will increase, and further demand will
come into the system. They (MoP) are coming up with the new scheme of
2500 megawatts sale of power from the stressed assets. Scheme has already
been notified to the states. We are the nodal agencies and as | understand we
have received request from Gujarat for 5000 megawatts, we have received
request from Maharashtra for 500 megawatts, we have received request from
UP for 1000 megawatts.Therefore, states are coming forward now and we are

seeing a realistic assessment of demand in the states.

Now, if you look at loans to the private sector stressed assets, do you know
what the total amount of loan outstanding from all lenders in the consortium
to those NPAs are or to those restructured projects, so how much total

lending is being made to these projects?

On these details, we can revert back to you because right away we do not

have that detail.

Thank you. The next question is from the line of Bhavna Mohan from Birla Sun

Life. Please go ahead.
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| have one question regarding the 14 projects under the 30,000 stressed
private assets that we have, which you mentioned are less than 2000 crores in

size, how much would these total amount to?

It would be about 4500 crores.

Just to clarify that, out of the total 30,000 crores, only 4500 crores is less than
2000 crores, so the balance would be greater than 2000 and hence would the

September 1, 2018, timeline will apply to those?

Yes, correct.

Thank you. The next question is from the line of Sangam lyer from Subhkam

Ventures. Please go ahead.

Sir, just wanted to get a clarification. In the private sector exposure that we
have got, other than the standard one, the 30,000 odd crore, you mentioned
that 50% have PPAs currently available with them. Right? So from an outlook
perspective in terms of the asset quality for these balance 30,000 crores, how

should one be looking at these exposure here?

Actually, for the projects which are not having FSAs and the projects which are
not having PPA, under Shakti scheme, there is a provision for participating in
the auction of coal. First tranche has already gone into bidding.Aand the
projects which were having PPAs, they got coal under the Shakti scheme. Next
tranche is going to be auctioned for those projects, which are not having
PPA’s.so they will also get coal. So things are getting brighter around policy
front., These issues are being addressed one by one. Moreover, Ministry of
Power is bringing one new scheme of 2500 megawatt bidding of power for
these stressed assets.Power Finance Corporation is a nodal agency. The
document has already been approved by the Ministry. It is going to notify this
scheme very soon.And we tried to aggregate the demand from the states and

we have adequate demand from Maharashtra, UP, Gujarat. And they are very
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keen to participate in this scheme. So it will further open up the sector and we

will get more PPAs.

Sir, from an NPA recognition perspective incrementally from here on given
that these various schemes are coming through, do we expect any
deterioration whatsoever? Given the potentials of the scheme that are there,
that have been announced, are being introduced in the sector how should one

look at the asset quality perspective going forward?

| think it is going to further improve because, the government sector NPA will
reverse during next year.So we will be left with only 2.2% net NPA for private
sector. And in that private sector also, issues of fuel, issues of PPA, they are
being addressed. | am sure within next six months, the scenario in the power
sector will change as further demand will be created.And you will see in the
power exchange today, during last 10 to 15 days, rate of power has almost
doubled and peak power rate is around Rs. 7 and further summer is coming
through.So further demand will increase. | do not see any major stress and

nor any major impact on my margins.

Sir, the Minister of State announcement that had come out wherein for
stressed SEBs or stressed Discoms, no further advancement to be made by
PFC, REC etc.How should one be looking at these. Because from an investor’s
outsiders perspective, it is very difficult to understand the gamut of impact
that would come through given these kind of announcements that are coming
out from the Power Ministry.So could you help us out in terms of the health of
the Discoms that you are talking about.Because you did mention a lot of
Discoms are still in a much better shape. But having said that, given the kind
of announcement that we have been seeing over the last couple of weeks, it
appears that there is a desperate call that the health of the Discoms have
deteriorated significantly and hence the call to stop further lending or
advances to these segments from PFC, REC has been administered.So can you

help us with this regard to?
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| will address this question like this, as you know Ministry of Power has taken
various initiatives to restore the financial viability of state distribution
companies, right from APDRP during 12" Plan, R-APDRP than IPDS for urban
areas. Similarly, for rural areas, initially Rajiv Gandhi Grameen Vidyutikaran
Yojana, then Deen Dayal Upadhyaya Gram Jyoti Yojana, now Saubhagya.So all
these schemes aim at upgrading and strengthening sub transmission and
distribution system and electricity infrastructure in rural areas as well as
urban areas. In the power system as and when you upgrade and strengthen
your sub transmission distribution system, it helps in reduction of Aggregate,
Technical and Commercial losses. It helps in improving reliability and quality
of power supply to the consumer, it can ensure 24/7 power to all the
consumers. We are a listed company and are governed by the Board of
Directors. We are taking all decisions of sanctions, and this was mentioned
earlier as required by our borrowers in line with our policy guidelinesand the
permission of the Government. There is no issue at all, we do not face any

problem.

As on date also in our Boards we are taking decision.And for reduction of
AT&C losses of distribution companies, Ministry of Power in consultation with
these distribution companies has already decided a trajectory of AT&C losses
that up to which year they have to bring down these losses to 15%.And in my
initial remarks, | informed you that some towns in the country are having less
than 10% AT&C losses. There are some towns which are having losses of 10%
to 15%.S0 it depends. So we have to see the sincerity of the Government and
the initiatives of the Government, what steps are being taken by the
Government to make these distribution companies financially viable.And we
are an important part in this because we are nodal agencies for R-APDRP
under which 1405 towns were taken up for setting up IT enabled system in
these towns which ensures energy audit.Out of these 1405 towns, 1370 towns

have gone live. You can see energy audit data, you can immediately get the
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AT&C loss level and almost 80% of these towns has demonstrated reduction in

the AT&C losses.

Given this backdrop.Going into FY ‘19, where all these initiatives will also start
bearing some kind of a fruit either in the second half or so, what is the kind of

loan book growth that we are looking at then?

As | informed, it was around 10% growth. We expect that we will be able to

maintain that or it may be higher also.

Thank you. The next question is from the line of Vinod Malviya from Florintree

Advisors. Please go ahead.

Sir, can you just provide some detail about the stressed asset resolution which
you talked about.The 2500 mw initial tender which you are going to comeout.
So couple of things on that. One you talked about some three states like
Gujarat, Maharashtra, and UP have showed an interest, but from the other
side, from the supply perspective, how much is the total stressed asset which

can be solved under the new tender which we are looking at?

The stressed assets in our book are about 30,000 crores which is equivalent to

about 19,000 megawatts.

| guess this tender which would be floating would be applicable to the entire
industry, so | am looking from an entire industry’s perspective, how much the

stressed assets would be bidding for this?

Initially, it will be for 2500 megawatts because it is a pilot scheme. Once we
are successful in this, and PTC is the partner for tradingso initially it will be for
stressed assets and we are expecting good rates. So states are very keen to
participate in this scheme. If, it is successful in the beginning, this megawatt

may be increased further.
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Can you provide some details regarding how the bidding will work, will it be

purely based on the variable tariff or there would be some fixed?

There will be no fixed tariff, that is why this is a new scheme and | cannot
share with you because it is being notified by the Ministry, it is under approval

in the ministry, this is not the right time to share with you those details.

The tender will be out by this month or it will be...?

They were earlier planning by February and but definitely by end of March we
should be out because the standard bidding document was first approved by
the expert committee.Then expert committee gave it back to the Ministry of
Power.Now in the Ministry of Power, it is under approval stage, file will go
right up to the minister. So we are expecting that this weekend, we should be
able to get the notification and this will elaborate on details, what is the

scheme of things and how it will be operated.

Just wanted to clarify these numbers, you said Gujarat has showed interest of

5000 megawatts, Maharashtra...

| received letter from them.They are looking for 5000 megawatts long term
purchase of power, and similarly, | received one letter from Maharashtra also
and similarly from UP.Because | wrote letter to all the states that we are
coming up with this new scheme whosoever wants to participate, please let
us know, so majorly three to four states. | remember correctly UP,

Maharashtra, Gujarat because they are expecting lower rates in this scheme.

Thank you. The next question is from the line of Prashant Jain from HDFC.

Please go ahead.

This is Anand here this side. Just wanted to understand on the 22 projects of
16,000 megawatts which we are trying to structure outside either in SDR or

in S4A. Can you give some color like what are the top four, top five projects
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and what could the quantum of those exposures and what is the status of

those projects?

Projects names at this juncture we will not be able to share.

If you can give some color like there was one project?

In private sector our exposure is Rs. 44,000 crores out of which Rs. 14,000
crores are regularly servicing our dues and we see no issues at all. Balance
Rs. 30,000 crores are either under NPA category or restructured standard
category or standard category. And NPAs are about Rs. 8,500 crores,
restructured standard assets are roughly Rs. 15,500 crores and standard

assets are about Rs. 6,000 crores.

Sir, if you can give some color on some projects like KSK it was supposed to
be commissioned by December if you can give some color like what is the

status of this?

Yes, KSK third unit has been commissioned in December so three units are
already commissioned and because 50% capacity is commissioned so
deemed commissioning we will get.So we got another one year to complete
fourth unit. Work is in full swing on the fourth unit. In the meantime, we had
a meeting with the developer in which SBI Chairman and REC Chairman
were there and appraisedthem about the new scheme of RBI. They are
regularly working on this and they are supposed to come back to us with the
solution very soon. So once we come to know the solutions then we will

revert back to you. We will inform you.

And sir, about the interest rates. | think given that you could have lowered
the interest rate post the third commissioning. So is it that we can lower it

before that?

No chance.
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And if you can give some more color on RKM Power where we have | think

large exposure?

RKM power last unit is getting commissioned this month and they are also
getting their PPA back from Chhattisgarh which they were struggling earlier
and they are supplying 375 megawatts to UP and | have written a letter to
UP Chairman also to kindly reduce their outstanding because they were not
paying on time. So | talked to Chairman UP Power Corporation also. So |
think it is a good project and we are trying to resolve the issues and

problems being faced by this project.

And we are receiving the interest from these projects?
We are not receiving interest.

And Indiabulls, Nasik if you can give some more details?

Nasik and Amaravati | think Amaravati is getting the schedule from
Maharashtra. Maharashtra is passing through power crisis because some of
their plants are not running. So rather they are taking power from Testa Urja
from Sikkim and they have requested us also for they want 500 megawatts
additional power. So this Amaravati is getting scheduled. | think their plant
load factor may improve to 50% to 60%. We are expecting. On Nasik also,
we invited the developer on 14™ February, and the SBI Chairman and other

lenders were also there.

And explained to him the latest circular of 12" February of RBI.Accordingly
we asked him to come back with some solution. We are awaiting the
solution from him. But his team is in constant touch with our officers. They
are regularly in dialogue with us and very soon we will come up with the

solution for these two projects also.

And sir, Lanco Amarkantak?
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Lanco Amarkantak we had discussion with them yesterday, two units are
already under operation and unit three and four we had invoked OSDR.But
because this scheme has been withdrawn now, so we are working on a new
solution with our lenders. We have called the lenders meet and we will also

finalize this very soon.

Sir, regarding Lanco | think we believe that Lanco holding company is in
NCLT. So by taking the holding company into NCLT how will the resolution

happen?

Because it is a separate SPVand we are not the lenders in that holding
company in LAPL . Because two units are under operation, already in this
plant and we have to find a new EPC contractor. At this stage, | cannot tell
you what will be the final solution. We have to discuss with the team of

lenders and then we will come out with a solution.

Sir, last question. A few days back Adani got this order from MERC that they
will be getting this coal differential of Rs. 1,200 crores. So do you think this

can be a resolution for most domestic coal based projects?

Depends on the regulators because in many states these issues of IPPs are
pending for quite long.Somewhere two years, somewhere three years. It will
be good if they expedite their decision-making process and it will be good

for all coal-based projects.

And sir, there was also some news that mainly Neyveli Lignite would be
taking over one of the plant where SDR has been initiated likely the GMR

Chhattisgarh.So any development on that sir?

Binding bids have been invited and we are planning to resolve it as soon as
possible. | have been informed that, | think, we are expecting six binding

bids and NLC is also one of the participants, | can say that much.
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Okay and of these projects we discussed | think it is only KSK where we are
accruing the interest. In rest of the projects we are not accruing the

interest?

Yes, that is true, | think.Yes that is true.

Sir, if you can give some color like of the total loan book on the private

sector, what proportion we are not accruing interest?

See as | told you, in private sector our exposure is Rs. 44,000 crores, on Rs.
14,000 crores that is roughly 32% we are regularly getting income and we
are getting paid. No issues are there in Rs. 14,000 crores. Balance Rs. 30,000
crores are either under NPA category or restructured standard category or
standard category. NPAs are roughly Rs. 8,500 crores. So now we are not

getting anything on this Rs. 8,500 crores.

Standard assets are Rs. 6,000 crores whereever we are getting,we are
accounting for income. Restructured standard assets are Rs. 15,500 crores.
Out of which KSK is there we are getting on that. RKM we are not getting, so

itis a mixed bag.

Okay. If you can give like of the Rs. 30,000 crores what proportion will be

accruing the interest, sir?

In fact, in around Rs. 24,000 crores we are not accruing any interest only Rs.

6,000 crores where we are accounting for.

Okay sir, this Moser Baer Anuppur is part of the portfolio where we are

accruing interest?

Anuppur we are getting regularly paid, Hindustan Power. And in fact, it has

got PPA also and as such there is no issue in the project.
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Sir, who are the likely buyers maybe in NCLT or otherwise. Who can come in
and buy these projects or bid for these projects. Who are the buyers do you

see?

Our joint venture will also bid may be.They are Adani, JSW then Torrent,

Neyveli Lignite and some dark horses will also be there.

Sir, this JV which you are talking about if you can give some more details on

it Sir. who is it going to be with?

See this is in very initial stage. We are discussing with NTPC, REC and even
BHEL and other PSUs of power sector that it is a good opportunity to ensure
a fair price in NCLT for these good projects and if we can warehouse them
for a year or so, they will be gold mine in future. Because demand is being

created in the sector very soon.

Sir, given that if it is only 180 days or 6 months left for the resolution, do you
think that in the time frame we can form a JV and then bring the partners in

and then bid before that?

Yes, we are very hopeful.

And sir, how much stake or how much large quantum of pool you are

planning in the JV, is there any detail you can give?

We are under discussion. At this stage | cannot tell you what will be the final
shape of the JV and how much equity participation of each partner would be

there. | cannot tell.

Sir, if you can give ballpark?

Once it is finalized we will share with you.
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Thank you. The next question is from the line of Srijan Sinha from Future

General Life Insurance. Please go ahead.

| wanted to check do we have any exposure to either Tata or Adani at the

Mundra Power projects?

No sir we do not have.

And at the group levels do we have any exposure?

No Tata we do not have any exposure, Adani they prepaid to us. So we do

not have any exposure as on date.

Okay that is great. | also wanted some clarification on the stressed asset. So
if 1 look at your GNPLs it is about Rs. 14,000 crores, Rs. 15,000 crores and
restructured is about Rs. 56,000 crores. What is the quantum of the stressed
asset outside this, any SDR, S4A or anything beyond this Rs. 70,000 crores,
Rs. 71,000 crores?

No, just to clarify our private sector exposure is Rs. 44,000 crores out of
which one fourth, Rs. 14,000 crores are regularly servicing our dues. And
there are no issues. Remaining is Rs. 30,000 crores out of which out of this
Rs. 30,000 crores Rs. 8,500 crores is NPA. Restructured standard assets are
Rs. 15,500 crores and standard assets are Rs. 6,000 crores. This is the

breakup.

So is there any overlap between the SDR and the outside SDR or S4A and the

restructured standard?

| think they could be under restructured standard assets.

Outside the restructured standard, is there any SDR or S4A which is there?

| think all of them will be within this Rs. 15,500 crores to say.
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Your question is whether any standard assets under SDR is that your

question?

That is right.

Indiabulls and Dans Energy.

And what would be the quantum of that?

Quantum would be Rs. 2,500 crores.

Okay Rs. 2,500 crores and my final question is on the interest reversal that
you did in the quarter pertaining to the Rs. 10,000 crores of the SDR or S4A.
It says it is Rs. 653 crores for the quarter and Rs. 794 crores for the nine
months ended 31-12-2017. So Rs. 653 crores is this the interest for a

quarter? | am referring to the notes.

See out of this Rs. 653 crores, Rs. 450 crores is for earlier quarter, for this

quarter itis only Rs. 203 crores.

Okay Rs. 450 crores for the earlier quarter, so you have reversed it. So what

is the policy for interest recognition in the SDR and the S4A?

See it is the same, if | am getting the money within 90 days right now it is
120 days. So we recognize on actual basis.Once that period of 120 days is

over it will be on cash basis.Even earlier interest cycle will be reversed.

Thank you. The next question is from the line of Mahrukh Adajania from

IDFC Securities. Please go ahead.

In the list of 34 power projects in the parliamentary panel report, even
Adani Purva West and Adani Maharashtra have been named. Are these
really stressed at all and will they have to go to the parliamentary panel

resolution process or?
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We are not there.

Would you have an idea, sir?

No, | do not have any idea, | cannot comment on parliamentary panel’s

recommendations.

Okay Sir. Off and on there are talks, you did cover this a while ago also, talks
of NTPC acquiring some power plants even SBI has made a pitch to them

again have been going on for a long time, so what is really holding it up?

| cannot comment. | think NTPC will be the right agency to comment on this
because they are undertaking that process for quite long. So they have to

answer.

And sir in terms of?

It will be unfair for me to answer on this.

Okay and in terms of Ratnagiri Power project?

Demerger has been approved by NCLT.

Yes sir. So does it get upgraded?

After one year.There is a specified period; once that period is over.So | think

by next year it will be upgraded.

So the demerger was approved now, so one year from now like that and the

entire amount?

Yes, the entire amount.

Thank you. The next question is from the line of Anand Laddha from HDFC.

Please go ahead.
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This quarter our NIl was down very sharply. So could you give me some color
what sort of interest reversal we had and what should be the steady state of

NIl for us, or you can guide on the margin side also?

Can you repeat please?

This Q3 our NIl has come down substantially very sharply from Rs. 2,700
crores to Rs. 1,800 crores. Can you give some color like what sort of interest
reversal or non accrual has happened this quarter and what should be the

steady state of NIl for us?

Rs. 653 crores have been reversed in this quarter Q3.

Rs. 653 crores?

Yes, it has been reversed. Out of Rs. 653 crores, Rs. 450 crores approx
pertains to previous quarter and for this quarter it is only Rs. 203 approx

crores.

Sir, going forward what will be the steady state of NIl for us?

We mentioned most of the stressed assets are not earning income for us.

We feel that we will be in a position to maintain the same NIl in future also.

Okay our NIl in this quarter was Rs. 1,800 crores and Rs. 450 crores of
interest reversal pertains to previous quarter, so on a steady state basis at
least we should do Rs. 2,200 crores to Rs. 2,300 crores of NlI, if everything

remains the same?

In Q3 we had a NIl net interest of Rs. 1,966 crores so | think we should be in

a position to maintain the same in the Q4 also.
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No sir, of this Rs. 1,900 crores we had reversal of Rs. 650 crores this quarter.
On that Rs. 450 crores pertains to previous quarter. So ideally our NIl should

be on a steady state basis should be around Rs. 2,300 crores?

See these are mathematical figures, definitely it should go up then.

One last thing sir you mentioned that Ratnagiri Power project demerger is
done. So whatever debt which you have will get transferred to power

project or which will get transferred to LNG project?

We are in both | think

So sir both the companies will not be taking any hit?

But we have already sufficient provisions. Yes, the hit will be there but we
have already made a sufficient provision so we do not anticipate much hit

on this Quarter 4 on this.

Thank you. The next question is from the line of Rajat Sethia from Ridhi

Capital. Please go ahead.

Just one question,On the provisioning requirements, once loan exposure

goes to NCLT as per the new norms?

See the general NPA rules will apply on all the NCLT cases. There is no
specific guidelines from the RBI for that higher provisioning or any other

provisioning.

So basically it is 50% provisioning?

No, not 50%.

That was for those initial accounts which were specified by NCLT, 12

accounts. Not for other cases.
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General NPA rules would apply though, 10%, 20%, 30%, 50%.

The normal asset classification rules would apply.

Got it which is like 15%, 25%, 40%?

Yes, 15% for banks; for NBFCs it is 10%, 20%, 30% and 50%.

Thank you. The next question is from the line of Snehal Amin from

WindAcre. Please go ahead.

What is your exposure to private sector plants that will not be

commissioned until after the end of fiscal 2018-19?

Our total exposure to private sector is Rs. 44,000 crores and 50% of these
assets are commissioned roughly 10,000 megawatts. | think remaining 50%

will be at various stages of execution.

Second, can you say how much will be commissioned within the next year

and how much will be commissioned after one year from now?

Out of total generation assets of Rs 40,000 -Rs 18,600 crores is already

commissioned, balance shall be commissioned in 2017-18, 2018-19.

And after 2018-19 how much is left?

See actually we are giving a breakup of about Rs. 40,000 crores of private
generation projects wherein we are saying Rs. 19222 crores is already

commissioned.

We are expecting all of them to be commissioned by 2018-19.

Okay, so all of your private sector plants will be commissioned by '18-19. So

when you lend in a consortium to the private sector, are you usually the
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largest lender in the consortium and typically what share of the consortium

lending is power finance? Is it 10% or 30% of the consortium usually?

We do not sanction more than 50% of the project cost.But since we are the
dominant player in the power sector, generally, we sanction the highest
amount among the consortium partners. But it varies from project to project
because in some cases we are not lead, somewhere SBI leads, somewhere

REC is lead or some other banks are also leads.

Okay do you know on average what percentage of the consortium you

would be, would you be 25% usually of the consortium on average?

Yes, | think 20%, 25% is a fair number.

And then you mentioned the joint venture, which sounds like a great idea.
There you mentioned only other public sector lenders. Are you also

negotiating with private sectors players to be partners in the joint venture?

We will see.lnitially we want government companies to be joint venture
partner.So we are in discussion with government companies, public sector

undertakings only.

Okay and to be clear, this joint venture would allow you to bid on projects in

the NCLT even where you are the lender in the consortium?

That is what we are working on. | have asked my legal team. We are
discussing with our consultants on these legal aspects that it should not
debar this JV.If we are also the lender in the projects in NCLT or in the
bidding process before going to the NCLT. But as far as | had discussion with

the legal team we are okay. We can participate.

Okay and then on your interest spreads, what interest spreads do you

expect for fiscal 2018-19?
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Difficult to say but we are trying to maintain the interest spread during the

year.

See right now we have a spread of around 2.81%, okay, and we expect that

we should be in the range of 2.50% to 2.81%.

2.5% to 2.81%7? So you expect the spread will go down?

Yes because there are a lot of competition in the power sector, lot of banks
they have been funding at a cheaper rate to be competitive in the market.

We have to definitely match that low rates.

And actually almost 70%, 80% of my loan book for government utilities we

had to re-price after Uday.

Right, does your 2.5% to 2.8% include the benefit you are getting from the

reduced financing cost already?

In fact we have been passing that reduced cost to the borrowers also
because one third of my loan portfolio had a reset. So we have been passing

on these benefits to our existing borrowers also.

Is there a spread at which you will not lend, where you say it is just too low

even if the market does?

Generally we try to maintain minimum 200 basis points.

Minimum 200 basis points?

If the borrower is the A plus quality, the best quality.

So | think a few years ago | think the minimum spread management talked

about maintaining | think was 300 basis points?
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Time has changed. Our volumes of business are also increasing, competition
in the market is more because we have to align ourselves in line with the
market practices. We cannot ignore that. 2% percentage is for the best

borrower.

| understand that the market spreads have come down but the risk in the
sector has not changed meaningfully, Right? So the market, maybe, at some
point lends at a 100 basis point spread. It does not mean that it is the right
thing to do, right from your own return and your own asset quality
perspective. So that is why | am wondering why/ how do you determine that
200 basis points is right and if the market goes to a 100 you will you say then
well the market is at a 100, so we lend at a 100 and then we will end up
taking very big losses because of the risk of the projects is not improving. So

why then only the market rate?

If we do with, like NTPC, we refinance the projects of 2x660 megawatts
being put up by NTPC. If NTPC comes to us if | have to improve the quality of
my assets it is good if NTPC is there in my portfolio. If some top renewable
energy developers, they are approaching me, project is already
commissioned, there is no risk, they have 25 years PPA with NTPC. They
have 25% PPA with Solar Power Corporation. So in those cases | am trying to
grab those good developers and to have in my portfolio to have a better

quality asset.

And mainly the repricing is on government sector loans only where my risk is

very minimum.

Thank you. The next question is from the line of Aditya Mundhra from High

Temple Capital. Please go ahead.

Sir, what is the kind of loan growth that you are seeing for the next couple of

years?
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Last year our growth was 35%, we disbursed around Rs. 63,000 crores and
as you see sub transmission distribution, upgradation and strengthening is in
a big way under various flagship schemes of Government of India like Deen
Dayal Upadhyaya Gram Jyoti Yojana, IPDS. Then under Saubhagya Scheme
each and every household of rural as well as urban India is getting
connected by March 2019. So there will be further demand in the system. So
power sector is the most important infrastructure for our economic growth
and we are a dominant player. So our share will continue to be in the range

of more than 20%. So definitely | can see a growth of 5% to 10% minimum.

No sir, just that FY18 sanction is about 30% lower than 9 months FY17

sanctions so that was a concern?

It varies from year to year, it does not matter because we were not so much
concentrating on sanctions this year because it is not in our MOU target. But

we are concentrating more on disbursement which gives us the income.

And sir, the question is you had mentioned that about Rs. 2,500 crores of
assets are in the standard category but they are in the restructured SDR or

S4A. | think one of them was Indiabulls?

Yes, it is Dans Energy and Indiabulls.

Sir, so this Rs. 2,500 crores part of the Rs. 6,000 crores which is the standard

asset out of the Rs. 30,000 crores?

It is part of Rs. 6,000 crores, yes.

So that is part of this Rs. 6,000 crores?

Yes.

And sir, so the yield on the asset in FY17 is 11.6% which now on quarter 3,

it is about 10.95%. So do you see the yield under pressure further?
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No, whatever in fact was supposed to come it has already come. We will be

able to maintain around that.

Okay and this yield had reduced just because of the competition pressure
that you were mentioning and because of this there is lot of competition

from the banks, was that the reason?

It was because of repricing of Uday and if you see the notes on accounts, Rs.
450 crores of interest have been reversed which pertains to earlier quarters.

So this is one of the reason of that.

And sir, this is my last question. What is the level of net interest income you
are expecting? You were just saying that there are about Rs. 650 crores
which was reversed this quarter, Rs. 450 crores of previous quarters and Rs.
200 crores of this quarter. So what is the kind of NIl say, going forward, for
every quarter.Will it be at the level of Rs. 2,700 crores which was in the

previous year September quarter?

See we expect it will be around Rs. 2,200 crores, Rs. 2,300 crores.

Thank you. The next question is from the line of Piyush Goel from India

Capital. Please go ahead.

Sir, one thing | wanted to understand is of the Rs. 30,000 crores of stressed
private assets about Rs. 4,500 odd crores are of the category which is less
than Rs. 2,000 crores aggregate exposure and another Rs. 4,500 crores are
already in the NCLT. So of the remaining Rs. 21,000 crores do we have an
option before the 1 September 2018 deadline to restructure them in anyway
such that we they do not slip into NCLT or they do not go into NCLT? Can
you share an idea as to of this how much we will be able to restructure? You
had mentioned that for multiple projects we are already in talks but broadly

if you can share an idea?
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Number | cannot tell you but we are making sincere efforts along with our
consortium partners in these projects and in that line already we had a
meeting on 14 February with Chairman SBI in which CMD REC was also there
and we will have these regular dialogues on reviving these projects and
whatever the s best option is there we will do. We will try to go on that

path.

But sir, internally there is an option for us to find some sort of restructuring

before deadline itself, right?

Yes, we are making sincere efforts. That much | can say.

Sir, just one final question from my side. The recent directives from the
Ministry of Power which restrict us from lending to SEBs which are stressed
how much of an impact would that have on our outstanding sanctions very
roughly or would there be no impact on projects which are already

sanctioned by us?

As you yourself said.No impact. We have not received any direction in
writing. We are a board governed company and more over AT&C losses
reduction is the ultimate objective of Ministry of Power in which PFC is an
important instrument. We are nodal agency, for IPDS which ultimately aims
at reduction in AT&C losses and we have been able to reduce AT&C losses in
more than 90% of the towns in the country. So | cannot comment much on
minister’s statement. But our sanctions & disbursements are going as it is.
There are no problem. Our board always takes very well informed,
considered view after taking into consideration all pros and cons and loss
reduction trajectory by state distribution companies.And it is properly
recorded in our sanction letters and the roadmap is also taken from the
state discoms. So it is ongoing process. We are also fully committed that

state distribution company’s financial health is restored back as fast as
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possible, in which we are participating along with Ministry of Power in

various initiatives of Ministry of Power.

Thank you. The next question is a follow up from the line of Srijan Sinha

from Future Generali Life Insurance. Please go ahead.

Sir, if | see your presentation the loan asset of Rs. 6,748 crores were
upgraded from NPA to restructured standard category in Q3. But when |
look at your restructured state sector asset that has actually declined
guarter-on-quarter in the December quarter. So was there any upgrade

from the restructured book as well?

Shall we get back to you on this? Meanwhile you can ask another question.

No, this is the only question that | have.

Thank you. The next question is a follow up from the line of Anand Laddha

from HDFC. Please go ahead.

Sir, if you can tell us what is the average yields on the asset or the portfolio

on which you are accruing interest on a steady state basis?

10.95.

So sir, this 10.95 is post this Rs. 450 crores of reversal or this is steady?

Yes, after reversal.

And sir, this is calculated on the total loan portfolio or only on the assets

which are accruing interest?

Only assets which we are accuring the interest.

Thank you. The next question is from the line of Rajkumar Singhal from

Aspen Wealth Advisors. Please go ahead.
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This is regarding Rs. 30,000 crores NPA of private sector wherein we have
not booked the interest after it became NPA some part of that. What is the

amount accumulated over there?

Readily it is not available but we can supply it later.

This is the last question.

The last question is from the line of Bunty Chawla from B&K Securities.

Please go ahead.

Just one clarification. You said Rs. 44,000 crores of private sector, out of
which for Rs. 14,000 crores you are regularly receiving the income. And
after Rs. 30,000 crores you said Rs. 6,000 crores are the standard. Are these
under SDR, S4A being standard also but are under SDR and S4A, are these

different from this Rs. 14,000 crores regular income receiving?

Yes, they are different from that.

So these are under SDR and S4A, right but they are not under restructured?

Yes.

Sir, we have one last question. The next question is from the line of Amit

Rane from Quantum Securities. Please go ahead.

All my questions have been answered.

Thank you so much.

Thank you.

Thanks a lot for your time and for this detailed discussion. And all the best

for the future quarters. Thank you.
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Moderator: On behalf of Edelweiss Securities Limited, we conclude this conference.

Thank you for joining us and you may now disconnect your lines.
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