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Key drivers of credit profile (CRISIL AAA/Stable/CRISIL Al+)

e Supporting Factors
m Dominant market position and role in power financing segment
m Adequate resource profile
m Adequate capitalisation

m Strategic importance to and majority ownership by Government of India

e Monitorables

m Inherent vulnerability in asset quality, and sectoral and customer concentration
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Dominant market position and role in the power financing
segment

Steady growth in loan book
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Source: Company reports

e Largestfinancierinthe power space with a market share (including REC Ltd) of around 31%

e Nodal agency and key role forimplementing government’s policies for the power sector
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Incremental disbursements driven by transmission and
distribution

Incremental disbursements towards T&D segment
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Source: Company reports

e On aconsolidated basis (including REC), T&D segmentforms about 57% of the incremental disbursements

e Within generation,increased focus towards renewables segment (solar and wind)
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Adequate resource profile with diversified investor base

Increasing funding from banks/financial institutions Increasing proportion of foreign currency borrowings
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Source: Company reports

e Wide acceptability of PFC’s and REC’s instruments across investors including pension funds and gratuity funds
e Costoffunds have remained competitive; benefitted from access to low cost 54 EC bonds

e Foreign borrowings have morethan tripledin the past three years
. Increasing proportion being hedged for exchange rate risk - 62% as of March 2019 from 22% as of March 2017
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Inherent vulnerability in asset quality with concentration...

Gross non-performing assets primarily from private sector
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Majority of portfolio is towards government sector
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Source: Company reports; Government Sector: Central, State and Joint Sector

Private Sector

15%

e Loan bookremains chunky and concentrated with the top 20 customers accounted for 28% of advances

e Inherently weak creditrisk profile of someborrowers with risks emanating primarily from private sector

e Adequate asset protection mechanism in place for government sector loans
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...private sector exposures remain a monitorable

About 57% of the private sector exposures remain under stress

PFC+REC

Projects being resolved through reference
to NCLT, one time settlement (OTS), sale of
assets to domestic and foreign bidders

Private Sector Standard
15% (Rs 37,216

Government Sector crore),
85% 43%

Provisioning coverage ratio as on March
2019 : ~50%

Source: Company reports

e Resolution of the stressed power projectsremains a key monitorable

m Nevertheless, company is making progress on several of these accounts
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Adeqguate capitalization, supported by healthy internal
accruals

Sizeable consolidated net worth, gearing increase on account of acquisition of REC
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Source: Company reports; For fiscal 2019, net worth is as per Ind-AS

e Capitalisation ratio remains adequate and aboveregulatory requirements as on March 2019
m Tier 1 ratio at 11.73% and overall capital adequacy ratio at 17.09% (after deducting excess of 10% of investment in REC)
e Net worth coveragefor net NPAs remains at 2.5times for the combined entity as on March 2019

m Net worth coverage for net NPAs for PFC stood at 3.0 times as on March 2019
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Moderate earnings profile

Earnings profile marked by stability in returns
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Source: Company reports

e ROA and ROE for the last five years has been 2.1% and 15.3% respectively; incomestreams have limited
diversity
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Adequate liquidity

Adequately matched asset liability maturity profile*
As on March 31, 2019

Liquidity Position as on March 31, 2019

Particulars Rs crore
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Source: Company reports Total 81,717

e PFC has sufficientunutilised bank lines to take care of gaps, if any, in their ALM profile
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Expectation of strong support from majority shareholder, Gol

Shareholding pattern as of March 2019 Key role in implementing government’s policies for the

power sector

* Nodal agency for various government initiatives for power sector

* Key role infinancing to SPUs, which form a key part of the Indian

. ower sector
m Government of India P

= Mutual Eunds Financial and operational support

Foreign Portfolio * Accessto central plan allocation funds for recovering dues from
Investors SPUs
Insurance : -
Companies/FI/Banks Special status accessto low costresources like 54 EC bonds, tax
= Others free bonds

* Presence of government representatives on the board

Source: Company reports
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To conclude — PFC’s credit profile continues to be strong and stable

e Strategic importance to and majority ownership by, Government of India

e PFC will continue to play a critical role in implementing government policies related to

financing the Indian power sector
e Strong position in the infrastructure-financing segment
e Adequate resource profile with a diversified investor base

e Adequate capitalisation to provide healthy coverage against asset side risks

Ratings CRISIL

12 An S&P Global Company




Thank you

Ratings CRISIL




Disclaimer

CRISIL has taken due care and caution in compilation of the data for this document. Information has been obtained by CRISIL from sources which it
considers reliable. However, CRISIL does not guarantee the accuracy, adequacy or completeness of any information on which this document is based
and is not responsible for any errors in transmission or omissions or for the results obtained from the use of this document. CRISIL, especially states

that it has no financial liability whatsoever to the subscribers/users/transmitters/distributors of this product.

A CRISIL rating is not a recommendation to purchase, sell or hold an instrument, nor does it comment on the price or suitability for an investor nor
does itinvolve an audit by CRISIL. CRISIL may revise, modify this document without notice as a result of changes in circumstances or information or
unavailability of information.

© CRISIL All rights reserved
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About us

About CRISIL Limited

CRISIL is an agile and innovative, global analytics company driven by its mission of making markets function better. We are India’s foremost provider of
ratings, data, research, analytics and solutions. A strong track record of growth, culture of innovation and global footprint sets us apart. We have
delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers.

We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics and data to the capital and
commodity markets worldwide.

About CRISIL Ratings

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is registered in India as a credit
rating agency with the Securities and Exchange Board of India (“SEBI’). With a tradition of independence, analytical rigour and innovation, CRISIL sets
the standards in the credit rating business. We rate the entire range of debt instruments, such as, bank loans, certificates of deposit, commercial paper,
non-convertible / convertible / partially convertible bonds and debentures, perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-
backed securities, partial guarantees and other structured debt instruments. We have rated over 24,500 large and mid-scale corporates and financial
institutions. CRISIL has also instituted several innovations in India in the rating business, including rating municipal bonds, partially guaranteed
instruments and microfinance institutions. We also pioneered a globally unique rating service for Micro, Small and Medium Enterprises (MSMES) and
significantly extended the accessibility to rating services to a wider market. Over 1,10,000 MSMEs have been rated by us.

CRISIL Privacy

CRISIL respects your privacy. We may use your contact information, such as your name, address, and email id to fulfil your request and service your
account and to provide you with additional information from CRISIL. For further information on CRISIL's privacy policy please visit
www.crisil.com/privacy.
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