Draft Shelf Prospectus
Dated July 6, 2023

POWER FINANCE CORPORATION LIMITED
(A Government of India undertaking)
Our Company was incorporated as Power Finance Corporation Limited, on July 16, 1986 as a public limited company under the erstwhile Companies Act, 1956 and was granted a certificate of incorporation
by the Registrar of Companies, Delhi and Haryana and was granted a certificate of commencement of business dated December 31, 1987, with CIN L65910DL1986G01024862. Our Company is a systemically
important non-deposit taking non-banking financial company (“NBFC”) registered with the Reserve Bank of India (“RBI”) under section 45 IA of the RBI Act, 1934 bearing registration number 14.00004
dated February 10, 1998. On July 28, 2010, our Company was classified as an Infrastructure Finance Company (“IFC”) vide registration certificate number B-14.00004. Our Company was also conferred with
the ‘Mini Ratna’ (Category — I) status on September 15, 1998 and on June 22, 2007, our Company was notified as a Navratna company by the Government of India. Further, on October 12, 2021, our Company
was conferred with Maharatna status by the Gol. For more information about our Company, please see “General Information” and “History and Main Objects” on pages 53 and 153, respectively.
Registered Office and Corporate Office: “Urjanidhi”, 1, Barakhamba Lane, Connaught Place, New Delhi — 110 001
Tel: +91 11 2345 6000; CIN: L65910DL1986G01024862; PAN: AAACP1570H; Website: www.pfcindia.com; Email: publicissue2324@pfcindia.com
Company Secretary and Compliance Officer: Mr. Manish Kumar Agarwal, Company Secretary; Telephone: +91 11 2345 6787; Email: mk_agrawal@pfcindia.com
Chief Financial Officer: Ms. Parminder Chopra, Director Finance; Tel.: +91 11 2345 6912; Email: directorfinance@pfcindia.com
PUBLIC ISSUE BY POWER FINANCE CORPORATION LIMITED (“COMPANY” OR “ISSUER”) OF UPTO 10,00,00,000 SECURED, RATED, LISTED, REDEEMABLE NON-CONVERTIBLE
DEBENTURES OF FACE VALUE OF 21,000 EACH, (“NCDs”), AGGREGATING UPTOX 10,000 CRORE(“SHELF LIMIT”) (“ISSUE”).THE NCDS WILL BE ISSUED IN ONE OR MORE TRANCHES
(EACH BEING A “TRANCHE ISSUE”) UP TO THE SHELF LIMIT, ON TERMS AND CONDITIONS INCLUDING TRANCHE ISSUE SIZE AS SET OUT IN THE RELEVANT TRANCHE
PROSPECTUS FOR ANY TRANCHE ISSUE (EACH “TRANCHE ISSUE”) WHICH SHOULD BE READ TOGETHER WITH THIS DRAFT SHELF PROSPECTUS AND THE SHELF PROSPECTUS
(COLLECTIVELY, THE “PROSPECTUS”). THE ISSUE IS BEING MADE PURSUANT TO THE PROVISIONS OF THE SECURITIES AND EXCHANGE BOARD OF INDIA (ISSUE AND LISTING
OF NON - CONVERTIBLE SECURITIES) REGULATIONS, 2021, AS AMENDED (THE “SEBI NCS REGULATIONS”), THE COMPANIES ACT, 2013 AND RULES MADE THEREUNDER AS
AMENDED (THE “COMPANIES ACT, 2013”) TO THE EXTENT NOTIFIED AND THE SEBI OPERATIONAL CIRCULAR. THE ISSUE IS NOT UNDERWRITTEN.
OUR PROMOTER
The President of India, acting through and represented by Ministry of Power, Government of India. For further details of our Promoter please see “Our Promoter” on page 176.
GENERAL RISKS
Investment in debt securities involves a degree of risk and investors should not invest any funds in such securities unless they can afford to take the risk attached to such investments. Investors are advised to take an
informed decision and to read the risk factors carefully before investing in this offering. For taking an investment decision, investors must rely on their own examination of the Issuer and the Issue, including the risks
involved in it. Specific attention of the Investors is invited to the chapters “Risk Factors” and “Material Developments” on pages 19 and 466, respectively, before making an investment in such Issue. These risks are
not, and are not intended to be, a complete list of all risks and considerations relevant to the debt securities or investor’s decision to purchase such securities. This Draft Shelf Prospectus has not been and will not be
approved by any regulatory authority in India, including the Securities and Exchange Board of India (“SEBI”), the Reserve Bank of India (“RBI”), any registrar of companies or any stock exchange in India nor do they
arantee the accuracy or adequacy of this document.
COUPON RATE, COUPON PAYMENT FREQUENCY, REDEMPTION DATE, REDEMPTION AMOUNT AND ELIGIBLE INVESTORS

For details relating to Coupon Rate, Coupon Payment Frequency, Redemption Date, Redemption Amount and Eligible Investors of the NCDs, see “Issue Related Information” on page 543.

CREDIT RATING

The NCDs proposed to be issued under the Issue have been rated ‘CARE AAA; Stable’ (Triple A; Outlook: Stable)’ by CARE Ratings Limited (“CARE”) to the long term borrowing programme of our Company, for an
amount up to X 60,000 crore for Fiscal 2024, by its letter dated March 31, 2023 revalidated as on June 21, 2023; ‘CRISIL AAA/Stable’ by CRISIL Limited (“CRISIL”) to the long term borrowing programme of our
Company for an amount up to X 60,000 crore for Fiscal 2024 vide its letter dated March 30, 2023, revalidated as on June 8, 2023; and ‘[ICRA AAA] (Stable) (pronounced ICRA triple A: Stable)’ by ICRA Limited
(“ICRA”) to the long term borrowing programme of our Company (including bonds and long term bank borrowing) for an amount up to ¥ 60,000 crore for Fiscal 2024, by its letter dated March 28, 2023, revalidated as
on June 22, 2023. Rating given by CARE, CRISIL and ICRA are valid as on the date of this Draft Shelf Prospectus. These ratings are not a recommendation to buy, sell or hold securities and investors should take their
own decisions. These ratings are subjected to a periodic review during which they may be raised, affirmed, lowered, withdrawn, or placed on Rating Watch at any time on the basis of factors such as new information.
Each rating should be evaluated independently of any other rating. The Credit Rating Agencies’ website will have the latest information on all its outstanding ratings. In case of any change in credit ratings till the listing
of NCDs, our Company will inform the investors through public notices/ advertisements in all those newspapers in which pre issue advertisement has been given. For the rating letters (including revalidation letters),
rationale and press release for these ratings, see “Annexure A” of this Draft Shelf Prospectus.

LISTING
The NCDs offered through this Draft Shelf Prospectus and the relevant Tranche Prospectus(es) are proposed to be listed on BSE Limited (“BSE”) (“Stock Exchange”). Our Company has received an ‘in-principle’

approval from BSE vide their letter no. [e] dated [e], 2023. BSE shall be the Designated Stock Exchange for the Issue.

PUBLIC COMMENTS
This Draft Shelf Prospectus dated July 6, 2023 has been filed with BSE, pursuant to the provisions of the SEBI NCS Regulations and will be open for public comments for a period of seven Working Days from the date
of filing of this Draft Shelf Prospectus with the Stock Exchange. All comments on this Draft Shelf Prospectus are to be forwarded to the attention of the Company Secretary and Compliance Officer of our Company. All
comments must be received by our Company within seven Working Days of hosting this Draft Shelf Prospectus on the website of the Designated Stock Exchange. Comments by post, fax and e-mail shall be accepted,
however please note that all comments by post must be received by our Company by 5:00 p.m. on the seventh Working Day from the date on which this Draft Shelf Prospectus is hosted on the website of the Designated
Stock Exchange. All comments received on this Draft Shelf Prospectus will be suitably addressed prior to filing of the Shelf Prospectus with the RoC.

LEAD MANAGERS TO THE ISSUE

REGISTRAR TO THE
ISSUE

JM Financial Limited A.K. Capital Services Limited Nuvama Wealth Management SMC Capitals Limited Trust Investment Advisors Private [ KFIN Technologies Limited
7" Floor, Cnergy 603, 6™ Floor, Windsor Limited A 401/402, Lotus Corporate Park Limited Selenium Tower B
Appasaheb Marathe Marg Off CST Road, Kalina (formerly known as Edelweiss Jai Coach Junction 109/110, Balarama, Bandra Kurla Plot 31-32, Gachibowli

Financial District
Nanakramguda
Serilingampally, Hyderabad
Rangareddi — 500 032
Telangana, India

Tel: +91 40 6716 2222

Fax: +91 40 6716 1563
Email:
pfcl.ncdipo@kfintech.com
Website: www.kfintech.com
Contact Person: M. Murali
Krishna

Prabhadevi, Mumbai — 400 025
Mabharashtra, India

Tel: +91 22 6630 3030

Fax: +91 22 6630 3330
E-mail:
Pfc.bondissue2023@jmfl.com
Investor Grievance Email:

Santacruz (East), Mumbai — 400 098
Maharashtra, India

Tel: +91 22 6754 6500

Fax: +91 22 6610 0594

Email: pfc.ncd2023@akgroup.co.in
Investor Grievance Email:
investor.grievance@akgroup.co.in
grievance.ibd@jmfl.com Website: www.akgroup.co.in
Website: www.jmfl.com Contact person: Saswat Mohanty /
Contact Person: Prachee Dhuri Chaitali Chopdekar

Securities Limited)

8" Floor, Wing A, Building No 3
Inspire BKC, G Block, Bandra
Kurla Complex, Bandra East,
Mumbai — 400 051

Tel: +91 22 4009 4400

Fax: NA

Email: Pfc.ncd@nuvama.com
Investor Grievance Email:
Customerservice.mb@nuvama.com
Website: www.nuvama.com
Contact Person: Lokesh Singhi/
Saili Dave

Complex, Bandra (East),
Mumbai — 400 051
Mabharashtra, India

Tel: +91 22 4084 5000

Fax: +91 22 4084 5066
Email:

Projectsamridhi. Trust@trustgroup.in
Investor Grievance Email:
customercare@trustgroup.in
Website: www.trustgroup.in
Contact Person: Sumit Singh

Off Western Express Highway
Goregaon (East), Mumbai — 400 063
Maharashtra, India

Tel: +91 22 66481818

Fax: +91 22 67341697

Email:

pfencd2023 @smccapitals.com
Investor Grievance Email:
investor.grievance@smccapitals.com
Website: www.smccapitals.com
Contact person: Aastha Khanna /
Bhavin Shah

DEBENTURE TRUSTEE

ORY AUDITORS

Dass Gupta & Associates Prem Gupta & Company

CARE Ratings Limited

Beacon Trusteeship Limited* CRISIL Ratings Limited 4" Floor, Godrej Coliseum ICRA. Limite'd Chartered Accountants Chartered Accountants
4 C&D, Siddhivinayak Chambers CRISIL House, Central Avenue Somaiya Hospital Road Electric Mansion, NDG Center, B-4 2342, Faiz Road
Gandhi Nagar, Opp. MIG Cricket Club |Hiranandani Business Park 3" Floor Appasaheb Marathe Marg | Gulmohar Park Karol Bagh

Bandra (East), Mumbai — 400 051
Mabharashtra, India
Tel.: +91 22 26558759

Powai, Mumbai — 400 076
Mabharashtra, India
Tel: +91 22 3342 3000 (B)

Off Eastern Express Highway,
Sion (East), Mumbai — 400 022
Mabharashtra, India

Tel: +91 22 67543456

Prabhadevi, Mumbai — 400 025
Maharashtra, India
Tel: +91 22 6114 3406

New Delhi — 110 049, India New Delhi — 110 005, India

Tel: +91 11 4611 1000
Email:

Tel: +91 11 4507 0187
Email:

Email: contract@beacontrustee.co.in Email: crisilratingdesk@crisil.com . : . Email: shivakumar@icraindia.com | admin@dassgupta.com office@pguptaco.com
¢ Website:  ilrats Email: Neha kad dgein  Wepsite: .

Website: www.beacontrustee.co.in ebsite: www.crlsﬂratmgs,gom V;:;;ite‘ ;:vwac;}r,::g:;e:ongf n ebsite: www.icra.in . Contact Person: Contact Person:

Contact Person: Kaustubh Kulkarni | Contact Person: Ajit Velonie : ) : Contact Person: L. Shivakumar CA Naresh Kumar CA Shakun Gupta

Contact Person: Neha Kadiyan

ISSUE PROGRAMME**

Issue opens on: As specified in the relevant Tranche Prospectus Issue Closes on: As specified in the relevant Tranche Prospectus

* Beacon Trusteeship Limited under regulation 8 of SEBI NCS Regulations has by its letter dated June 21, 2023 given its consent for its appointment as Debenture Trustee to the Issue and for its name to be included in
this Draft Shelf Prospectus, Shelf Prospectus, and relevant Tranche Prospectus and in all the subsequent periodical communications to be sent to the holders of the NCDs issued pursuant to the Issue.

** The Issue shall remain open for subscription on Working Days from 10:00 a.m. to 5:00 p.m. (Indian Standard Time) during the period as indicated in the relevant Tranche Prospectus. Our Company may, in consultation
with the Lead Managers, consider closing the relevant Tranche Issue on such earlier date or extended date (subject to a minimum period of three working days and a maximum period of 10 working days from the date
of opening of the relevant tranche issue and subject to not exceeding thirty days from filing tranche prospectus with ROC including any extensions), as may be decided by the Board of Directors of our Company or
Chairman and Managing Director on recommendation of Director (Finance), subject to relevant approvals, in accordance with Regulation 334 of the SEBI NCS Regulations. In the event of an early closure or extension
of the Issue, our Company shall ensure that notice of the same is provided to the prospective investors through an advertisement in in all the newspapers in which pre-issue advertisement for opening of this Issue has
been given on or before such earlier or initial date of Issue closure. On the Issue Closing Date, the Application Forms will be accepted only between 10:00 a.m. and 3:00 p.m. (Indian Standard Time) and uploaded until
5:00 p.m. (Indian Standard Time) or such extended time as may be permitted by the Stock Exchange. Further, pending mandate requests for bids placed on the last day of bidding will be validated by 5:00 p.m. (Indian
Standard Time). on one Working Day post the Issue Closing Date. For further details please refer to the section titled “General Information” on page 53.

A copy of the Shelf Prospectus and relevant Tranche Prospectus shall be filed with the Registrar of Companies, Delhi and Haryana in terms of Section 26 and Section 31 of Companies Act, 2013, along with the
endorsed/certified copies of all requisite documents. For further details, please see “Material Contracts and Documents for Inspection” on page 612.




TABLE OF CONTENTS

SECTION I - GENERAL 1
DEFINITIONS AND ABBREVIATIONS ..ottt s s 1
CERTAIN CONVENTIONS, USE OF FINANCIAL, INDUSTRY AND MARKET DATA AND CURRENCY
OF PRESENTATION ...ttt ettt s sh ettt saesa e saeennens 14
FORWARD LOOKING STATEMENTS ..ottt 17

SECTION II - RISK FACTORS 19

SECTION III - INTRODUCTION 53
GENERAL INFORMATION .....oiiiiiiiii ettt et sttt et et eaeeaeeneenne s 53
CAPITAL STRUCTURE ...ttt ettt et sttt et e e s s e s esne e s e s e e sneeaeeneennens 64
OBJECTS OF THE ISSUE ...ttt et ettt et e e aeesae et eneennens 74
STATEMENT OF POSSIBLE TAX BENEFITS .....coooiiiiiiiieeetceente sttt sttt s s e 77

SECTION-1V - ABOUT OUR COMPANY 91
INDUSTRY OVERVIEW L.ttt sttt ettt st ettt be bt sttt et e b e snesbeeveeanens 91
OUR BUSINESS ...ttt st et b e s bbbt s e et saeete s eaeene 123
HISTORY AND MAIN OBJECTS .....ooiiiiiiiiiieieteee ettt sttt s sttt s st 153
OUR MANAGEMENT ..ottt sttt s sttt st e eae 163
OUR PROMOTER ...ttt et st 176
OUR GROUP COMPANIES .......cooiiiiiiiieee ettt s s 177
RELATED PARTY TRANSACTIONS ..ottt s s 178
REGULATIONS AND POLICIES ...ttt ettt ettt sttt et e sane s saeesne e eanesanene 179

SECTION V — FINANCIAL STATEMENTS 198
FINANCIAL INFORMATION .....ooiiiiiiiiniiteiteetetente sttt ettt ettt ettt st sae et e et naesae e eae 198
MATERIAL DEVELOPMENTS ..ottt st ettt sttt sae e eae 466
FINANCIAL INDEBTEDNESS ... .ottt ettt sttt sttt et et sttt et a et sae bt eae 467

SECTION VI - LEGAL AND OTHER INFORMATION 502
OUTSTANDING LITIGATIONS AND OTHER CONFIRMATIONS........cooiiiiiiiiiiiininieeceereeene e 502
OTHER REGULATORY AND STATUTORY DISCLOSURES.......ccccoiiiiiiiiieiiiene e 524

SECTION VII - ISSUE RELATED INFORMATION 543
ISSUE STRUCTURE .....coiiiiiiiiiii ettt sttt s st be s sn e ne 543
TERMS OF THE ISSUE ......ooiiiiiiiiii ettt st s 549
ISSUE PROCEDURE .......c.oioiiiiiiiititet ettt ettt sttt et st st sae bt et et eanesanesaeesae e st enneennesanenne 569

SECTION VIII - SUMMARY OF KEY PROVISIONS OF ARTICLES OF ASSOCIATION ........ccoveeveeruennnce. 603

SECTION IX - MATERIAL CONTRACTS AND DOCUMENTS FOR INSPECTION 612
DECLARATION ..ottt sttt ettt sttt et ettt b e sae bt ese et et et e sbeeb e bt ent et e s e benaesteeueeneenne 614

ANNEXURE A — CREDIT RATING, RATIONALE AND PRESS RELEASE 615

ANNEXURE B - DEBENTURE TRUSTEE CONSENT LETTER 616




SECTION I - GENERAL
DEFINITIONS AND ABBREVIATIONS

This Draft Shelf Prospectus uses certain definitions and abbreviations which, unless the context otherwise indicates or
implies, shall have the meaning ascribed to such definitions and abbreviations set forth herein. References to any
legislation, act, regulation, rules, guidelines, clarifications or policies shall be to such legislation, act, regulation, rules,
guidelines, clarifications or policies as amended, supplemented or re-enacted from time to time until the date of this
Draft Shelf Prospectus, and any reference to a statutory provision shall include any subordinate legislation notified from
time to time pursuant to such provision.

The words and expressions used in this Draft Shelf Prospectus but not defined herein shall have, to the extent applicable,
the same meaning ascribed to such words and expressions under the SEBI NCS Regulations, the Companies Act, 2013,
the SCRA, the Depositories Act and the rules and regulations notified thereunder.

General Terms

Term

Description

“Issuer” or “PFC” or ‘“our
Company” or “the Company”

Power Finance Corporation Limited, a public limited company incorporated under the
erstwhile Companies Act, 1956, having its CIN L65910DL1986G0I1024862 and
having its registered office and corporate office situated at “Urjanidhi”, 1, Barakhamba
Lane, Connaught Place, New Delhi 110 001.

We/ us / our

Unless the context otherwise indicates or implies, refers to our Company.

“Promoter”

The President of India acting through the Ministry of Power, Government of India

Company Related Terms

Term

Description

“Articles” or “Articles of
Association” or “AOA”

Articles of Association of our Company

Audit Committee

Audit committee of the Board of Directors of our Company, constituted in accordance
with applicable laws and as reconstituted by board resolution dated July 18, 2022 by
Board of Directors of the Company.

“Auditors” or “Statutory
Auditors” or “Joint Statutory
Auditors”

The current joint statutory auditors of our Company, namely, M/s Prem Gupta &
Company, Chartered Accountants and M/s Dass Gupta & Associates, Chartered
Accountants.

“Board” or “Board of
Directors” or “our Board” or
“our Board of Directors”

Board of Directors of our Company and includes any duly constituted committee
thereof

Corporate Social Responsibility
Committee

Corporate Social Responsibility committee constituted by our Board of Directors and
re-constituted by our Board of Directors by board resolution dated July 18, 2022, in
accordance with applicable laws.

Committee

A committee constituted by the Board, and as reconstituted from time to time.

Committee of ED

Committee of executive directors and head of units of related units headed by Director
(Finance).

Compliance Officer of the
Company

Mr. Manish Kumar Agarwal, Company Secretary

Corporate Office “Urjanidhi”, 1, Barakhamba Lane, Connaught Place, New Delhi 110 001
Directors Directors of our Company

Equity Shares Equity shares of the Company of face value of ¥ 10 each

ESOP(s) Employee stock options

Gross Stage 3 book

Also referred to as Gross NPA (post FLDG recovery)

Gross Stage 3 (%)

Also referred to as Gross NPAs (post FLDG recovery) to Gross Advances %

Group Company(ies)

Companies identified as group companies for the purpose of this Issue and as listed in
the section “Our Group Companies” on page 177.

Independent Director(s)

The independent director(s) on our Board, in terms of Section 2(47) and Section 149(6)
of the Companies Act, 2013 and Regulation 16(1)(b) of the SEBI Listing Regulations

IPDS

Integrated Power Development Scheme.

KMP / Key Managerial

Key managerial personnel of our Company as disclosed in this Draft Shelf Prospectus




Term

Description

Personnel

and appointed in accordance with Section 203, as defined under Section 2(51) of the
Companies Act, 2013

“MoA” or “Memorandum” or

“Memorandum of Association”

Memorandum of Association of our Company

Net Stage 3 (%)

Referred to as Net NPAs to Net Advances %

Net Stage 3

Referred to as Net NPA

Nomination and Remuneration
Committee

Nomination and remuneration committee constituted by the Board of Directors and
reconstituted by our Board of Directors by board resolution dated July 18, 2022, in
accordance with applicable laws.

Networth As defined in Section 2(57) of the Companies Act, 2013, as follows:
“Networth means the aggregate value of the paid-up share capital and all reserves
created out of the profits, securities premium account and debit or credit balance of
profit and loss account, after deducting the aggregate value of the accumulated losses,
deferred expenditure and miscellaneous expenditure not written off, as per the audited
balance sheet but does not include reserves created out of revaluation of assets, write
back of depreciation and amalgamation.”

PFCCL PFC Consulting Limited

PFCGEL PFC Green Energy Limited

PPL PFC Project Limited

PTC PTC India Limited

R-APDRP Accelerated Power Development and Reforms Program

Reformatted Financial Reformatted Standalone Financial Information and Reformatted Consolidated

Information Financial Information

Reformatted Standalone
Financial Information

The reformatted standalone balance sheet of our Company as at March 31, 2023,
March 31,2022 and March 31, 2021 and the reformatted standalone statement of profit
and loss for the year ended March 31, 2023, March 31, 2022 and March 31, 2021 and
the reformatted standalone statement of changes in equity for the year ended March
31, 2023, March 31, 2022 and March 31, 2021 and the reformatted standalone
statement of cash flows for the year ended March 31, 2023, March 31, 2022 and March
31, 2021 and the related summary statement of significant accounting policies, as
examined by our Statutory Auditors.

Our audited standalone financial statements as at and for the year ended March 31,
2023, March 31, 2022 and March 31, 2021 prepared as per IND-AS, form the basis
for such reformatted Standalone Financial Information.

Reformatted Consolidated
Financial Information

The reformatted consolidated balance sheet of our Company as at March 31, 2023,
March 31, 2022 and March 31, 2021 and the reformatted consolidated statement of
profit and loss for the year ended March 31, 2023, March 31, 2022 and March 31,
2021 and the reformatted consolidated statement of changes in equity for the year
ended March 31, 2023, March 31, 2022 and March 31, 2021 and the reformatted
consolidated statement of cash flows for the year ended March 31, 2023, March 31,
2022 and March 31, 2021 and the related summary statement of significant accounting
policies, as examined by our Statutory Auditors.

Our audited consolidated financial statements as at and for the year ended March 31,
2023, March 31, 2022 and March 31, 2021 prepared as per IND-AS, form the basis
for such reformatted consolidated Financial Information.

Registered Office

The registered office situated at “Urjanidhi”, 1, Barakhamba Lane, Connaught Place,
New Delhi 110 001.

Risk Management Committee

Risk Management Committee constituted by the Board of Directors and reconstituted
by Board of Directors vide board resolution dated December 17, 2022, in accordance
with applicable laws.

RoC/ Registrar of Companies

Registrar of Companies, Delhi and Haryana.

RTA Master Circular

Securities and Exchange Board of India Master Circular for Registrars to an Issue and
Share Transfer Agents’ dated May 17, 2023, bearing reference number
SEBI/HO/MIRSD/POD-1/P/CIR/2023/70.

SEBI Delisting Regulations

Securities and Exchange Board of India (Delisting of Equity Shares) Regulations,




Term

Description

2021, as amended from time to time.

Shareholders

The holders of the Equity Shares of the Company from time to time

Stakeholders’ Relationship
Committee

Stakeholders’ Relationship Committee as constituted by the Board of Directors by
board resolution dated July 18, 2022, in accordance with applicable laws.

Subsidiaries

The subsidiaries of our Company namely, PFC Consulting Limited, REC Limited,
REC Power Development & Consultancy Limited and PFC Projects Limited

Total Borrowing(s)/ Total Debt

Debt securities plus borrowings (other than debt securities)

Issue Related Terms

Transaction Registration Slip/
TRS

Term Description
Abridged Prospectus A memorandum accompanying the application form for a public issue containing such
salient features of the Shelf Prospectus and relevant Tranche Prospectus as specified
by SEBI
Acknowledgement Slip/ The slip or document issued by any of the Members of the Consortium, the SCSBs, or

the Trading Members as the case may be, to an Applicant upon demand as proof of
registration of his application for the NCDs.

A K. Capital

A.K. Capital Services Limited.

Allotment Advice

The communication sent to the Allottees conveying the details of NCDs allotted to the
Allottees in accordance with the Basis of Allotment

“Allotment”, “Allot” or
Allotted

Unless the context otherwise requires, the issue and allotment of NCDs to the
successful Applicants pursuant to the Issue

Allottee(s)

The successful Applicant to whom the NCDs are Allotted either in full or part,
pursuant to the Issue

>

“Applicant” or “Investor’

Any person who applies for issuance and Allotment of NCDs through ASBA process
or through UPI Mechanism pursuant to the terms of this Draft Shelf Prospectus, the
Shelf Prospectus, the relevant Tranche Prospectus, the Abridged Prospectus, and the
Application Form for any Tranche Issue.

“Application” or “ASBA
Application”

An application (whether physical or electronic) to subscribe to the NCDs offered
pursuant to the Issue by submission of a valid Application Form and authorising an
SCSB to block the Application Amount in the ASBA Account or to block the
Application Amount using the UPI Mechanism, where the Bid Amount will be
blocked upon acceptance of UPI Mandate Request by retail investors for an
Application Amount of upto UPI Application Limit which will be considered as the
application for Allotment in terms of the Shelf Prospectus and the relevant Tranche
Prospectus.

Application Amount

The aggregate value of the NCDs applied for, as indicated in the Application Form for
the respective Tranche Issue

Application Form / ASBA
Form

Form in terms of which an Applicant shall make an offer to subscribe to NCDs through
the ASBA process or through the UPI Mechanism and which will be considered as the
Application for Allotment of NCDs in terms of Shelf Prospectus and the relevant
Tranche Prospectus.

ASBA Account

An account maintained with a SCSB and specified in the Application Form which will
be blocked by such SCSB to the extent of the Application Amount mentioned in the
Application Form by an Applicant and will include a bank account of a retail
individual investor linked with UPI, for retail individual investors submitting
application value upto UPI Application Limit

ASBA Applicant

Any Applicant who applies for NCDs through the ASBA process

Banker(s) to the Issue

Collectively, Public Issue Account Bank, Refund Bank and Sponsor Bank as specified
in the relevant tranche prospectus for each Tranche Issue

Base Issue Size

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Basis of Allotment

The basis on which NCDs will be allotted to applicants, as specified in the relevant
Tranche Prospectus for each Tranche Issue.

Bidding Centres

Centres at which the Designated Intermediaries shall accept the Application Forms,
i.e., Designated Branches of SCSB, Specified Locations for Members of the
Consortium, Broker Centres for Registered Brokers, Designated RTA Locations for
RTAs, and Designated CDP Locations for CDPs

Broker Centres

Broker centres notified by the Stock Exchange where Applicants can submit the




Term

Description

ASBA Forms (including ASBA Forms under UPI in case of UPI Investors) to a
Registered Broker. The details of such Broker Centres, along with the names and
contact details of the Trading Members are available on the website of the Stock
Exchange at www.bseindia.com.

BSE BSE Limited.
CARE CARE Ratings Limited (formerly known as Credit Analysis and Research Limited).
Category | e Public financial institutions, scheduled commercial banks, Indian multilateral and

(Institutional Investors)

bilateral development financial institutions which are authorised to invest in the
NCDs;

e Provident funds and pension funds each with a minimum corpus of X 25 crores
superannuation funds and gratuity funds, which are authorised to invest in the
NCDs;

o Alternative Investment Funds, subject to investment conditions applicable to them

under the Securities and Exchange Board of India (Alternative Investment Funds)

Regulations, 2012;

Resident Venture Capital Funds registered with SEBI;

Insurance companies registered with the IRDAI;

State industrial development corporations;

Insurance funds set up and managed by the army, navy, or air force of the Union

of India;

e Insurance funds set up and managed by the Department of Posts, the Union of
India;

o Systemically Important Non-Banking Financial Company registered with the RBI
and having a net-worth of more than % 500 crore as per the last audited financial
statements;

e National Investment Fund set up by resolution no. F.No. 2/3/2005-DDII dated
November 23, 2005 of the Government of India published in the Gazette of India;
and

e Mutual funds registered with SEBI.

Category 11
(Non-Institutional Investors)

Companies within the meaning of Section 2(20) of the Companies Act, 2013;
Statutory bodies/ corporations and societies registered under the applicable laws in
India and authorised to invest in the NCDs;

e Co-operative banks and regional rural banks;

e Trusts including public/private charitable/religious trusts which are authorised to
invest in the NCDs;

o Scientific and/or industrial research organisations, which are authorised to invest
in the NCDs;

e Partnership firms in the name of the partners;

e Limited liability partnerships formed and registered under the provisions of the
Limited Liability Partnership Act, 2008 (No. 6 of 2009);

e Association of Persons; and

e Any other incorporated and/ or unincorporated body of persons

Category III (High Net Worth
Individual Investors)

Resident Indian individuals or Hindu Undivided Families through the Karta applying
for an amount aggregating to above X 10,00,000 across all options of NCDs in the
Issue

Category IV
(Retail Individual Investors)

Resident Indian individuals or Hindu Undivided Families through the Karta applying
for an amount aggregating up to and including % 10,00,000 across all options of NCDs
in the Issue and shall include Retail Individual Investors, who have submitted bid for
an amount not more than UPI Application Limit in any of the bidding options in the
Issue (including HUFs applying through their Karta and does not include NRIs)
though UPI Mechanism.

CIBIL TransUnion CIBIL Limited

Client ID Client identification number maintained with one of the Depositories in relation to the
demat account

“Collecting Depository A depository participant as defined under the Depositories Act, 1996, registered with

Participant” or “CDP”

SEBI and who is eligible to procure Applications in the Issue, at the Designated CDP
Locations in terms of the SEBI Operational Circular
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Collecting Registrar and
Share Transfer Agents or
CRTAs

Registrar and share transfer agents registered with SEBI and eligible to procure
Applications, at the Designated RTA Locations

Consortium Agreement

Consortium Agreement to be entered into amongst the Company, Lead Managers and
Consortium Member as specified in the relevant Tranche Prospectus for each Tranche
Issue.

Consortium Members

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Consortium / Members of

the Consortium / Members

of Syndicate (each individually,
Member of the Consortium)

The Lead Managers and the Consortium Members.

Coupon/ Interest Rate

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Credit Rating Agencies

CARE, ICRA and CRISIL.

“CRISIL”/ “CRISIL Ratings”

CRISIL Ratings Limited

Debenture  Holder(s) /NCD
Holder(s)

The holders of the NCDs whose name appears in the database of the relevant
Depository and/or the register of NCD Holders (if any) maintained by our Company
if required under applicable law.

Debenture Trust Deed

The trust deed to be entered between the Debenture Trustee and our Company which
shall be executed in relation to the NCDs within the time limit prescribed by applicable
statutory and/or regulatory requirements in favour of the Debenture Trustee for the
NCD Holders, terms of which will inter alia govern the powers, authorities and
obligations of the Debenture Trustee.

Debenture Trustee/ Trustee

Trustees for the NCD holders in this case being Beacon Trusteeship Limited

Debenture Trustee Agreement

Agreement dated June 30, 2023 entered into between the Debenture Trustee and the
Company wherein the appointment of the Debenture Trustee to the Issue, is agreed
between our Company and the Debenture Trustee

Deemed Date of Allotment

The date on which the Board of Directors or any committee authorised by the Board
approves the Allotment of the NCDs for the Issue or such date as may be determined
by the Board of Directors/ or any committee authorised by the Board thereof and
notified to the Designated Stock Exchange. The actual Allotment of NCDs may take
place on a date other than the Deemed Date of Allotment. All benefits relating to the
NCDs including interest on NCDs (as specified for each Tranche Issue by way of the
relevant Tranche Prospectus) shall be available to the Debenture Holders from the
Deemed Date of Allotment.

Demographic Details

The demographic details of the Applicants such as their respective addresses, email,
UPI ID, PAN, investor status, MICR Code and bank account detail.

Designated Branches

Such branches of the SCSBs which shall collect the Application Forms, a list of which
is available on the website of the SEBI at
http://www.sebi.gov.in/sebi_data/attachdocs/1365051213899.html
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=
yes&intmld=34 or at such other weblink as may be prescribed by SEBI from time to
time

or

Designated CDP Locations

Such locations of the CDPs where Applicants can submit the ASBA Forms, a list of
which, along with names and contact details of the Collecting Depository Participants
eligible to accept ASBA Forms are available on the website of the Stock Exchange at
www.bseindia.com

Designated Date

The date on which the Registrar to the Issue issues instructions for the transfer of funds
blocked by the SCSBs from the ASBA Accounts to the Public Issue Account and/or
the Refund Account, as appropriate, after finalisation of the Basis of Allotment, in
terms of the Shelf Prospectus and relevant Tranche Prospectus following which the
NCDs will be Allotted in the Issue

Designated Intermediaries

Collectively, members of the Consortium, Sub-Consortium/agents, Trading Members,
SCSBs, Registered Brokers, CDPs and RTAs, who are authorised to collect
Application Forms from the Applicants in the Issue.

In relation to ASBA applicants authorising an SCSB to block the amount in the ASBA
Account, Designated Intermediaries shall mean SCSBs.




Term

Description

In relation to ASBA applicants submitted by Retail Individual Investors where the
amount will be blocked upon acceptance of UPI Mandate Request using the UPI
Mechanism, Designated Intermediaries shall mean the CDPs, RTAs, Lead Managers,
Members of the Consortium, Trading Members and Stock Exchange where
applications have been submitted through the app/web interface as provided in the
UPI Mechanism Circular.

Designated RTA Locations

Such locations of the CRTAs where Applicants can submit the ASBA Forms to
CRTAs, a list of which, along with names and contact details of the CRTAs eligible
to accept ASBA Forms available on the websites of the respective Stock Exchange at
www.bseindia.com and updated from time to time.

Designated Stock Exchange

The designated stock exchange for the Issue, being the BSE Limited

Direct Online Application

An online interface enabling direct applications through UPI by an app based/web
interface of Stock Exchange, by Applicants to the Issue with an online payment
facility

Draft Shelf Prospectus This Draft Shelf Prospectus dated July 6, 2023 filed by our Company with the Stock
Exchange for receiving public comments and with, SEBI for record purposes in
accordance with the provisions of the Companies Act, 2013 and the SEBI NCS
Regulations

EESL Energy Efficiency Services Limited

ICRA ICRA Limited.

Interest Payment Date / Coupon | As specified in the relevant Tranche Prospectus for each Tranche Issue.

Payment Date

Issue Public Issue by the Company of up to 10,00,00,000 secured, rated, listed, redeemable,

non-convertible debentures of face value X 1,000 each, for an amount aggregating up
to ¥ 10,000 crores pursuant to this Draft Shelf Prospectus, the Shelf Prospectus and
the relevant Tranche Prospectus. The NCDs will be issued in one or more tranches up
to the Shelf Limit, on terms and conditions including Tranche issue size as set out in
the relevant Tranche Prospectus for any tranche issue which should be read together
with this Draft Shelf Prospectus and Shelf Prospectus. The Issue is being made
pursuant to the provisions of SEBI NCS Regulations, the Companies Act, 2013 and
rules made thereunder as amended to the extent notified and the SEBI Operational
Circular.

Issue Agreement

The Issue Agreement dated July 6, 2023 entered between the Company and JM
Financial, A.K. Capital, Nuvama, SMC Capitals and Trust Investment Advisors; the
Lead Managers to the Issue.

Issue Closing Date

As specified in the relevant Tranche Prospectus for each Tranche Issue.

“Issue Documents” or “Offer
Documents”

This Draft Shelf Prospectus, the Shelf Prospectus, the relevant Tranche Prospectus,
the Abridged Prospectus, the Application Form, and supplemental information, if any,
read with any notices, corrigenda and addenda thereto.

Issue Opening Date

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Issue Period

The period between the Issue Opening Date and the Issue Closing Date inclusive of
both days, during which prospective Applicants can submit their Application Forms
as provided in the respective Tranche Prospectus

JM Financial

JM Financial Limited

“Lead Managers” or “LMs”

JM Financial, A.K. Capital, Nuvama, SMC Capitals and Trust Investment Advisors

Limited Liability Partnerships

Limited liability partnerships registered under the Limited Liability Partnership Act,
2008, as amended.

Listing Agreement

The uniform listing agreement entered into between our Company and the Designated
Stock Exchange in connection with the listing of debt securities of our Company

Market Lot

1 (One) NCD

Mobile App(s)

The mobile applications listed on the website of Stock Exchange as may be updated
from time to time, which may be used by RIBs to submit Bids using the UPI
Mechanism

“Maturity Date” or
“Redemption Date”

As specified in the relevant Tranche Prospectus for each Tranche Issue.

NCDs / Debentures

Secured, rated, listed, redeemable, non-convertible debentures of face value 0f X 1,000
each, aggregating up to X 10,000 crores offered through this Draft Shelf Prospectus,
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the Shelf Prospectus and the relevant Tranche Prospectus

Nuvama

Nuvama Wealth Management Limited (formerly known as Edelweiss Securities
Limited)

OCB or Overseas Corporate
Body

A company, partnership, society, or other corporate body owned directly or indirectly
to the extent of at least 60% (sixty percent) by NRIs including overseas trusts, in which
not less than 60% (sixty percent) of beneficial interest is irrevocably held by NRIs
directly or indirectly and which was in existence on October 3, 2003 and immediately
before such date had taken benefits under the general permission granted to OCBs
under the FEMA. OCBs are not permitted to invest in the Issue

Public Issue Account

Account(s) to be opened with the Banker(s) to the Issue to receive monies from the
ASBA Accounts maintained with the SCSBs (including under the UPI mechanism)
on the Designated Date.

Public Issue Account, Refund
Account and Sponsor Account
Agreement

Agreement to be entered into amongst our Company, the Registrar to the Issue, the
Public Issue Account Bank, the Refund Bank and the Sponsor Bank and the Lead
Managers for the appointment of the Sponsor Bank in accordance with the UPI
Mechanism Circular and for collection of the Application Amounts from ASBA
Accounts under the UPI mechanism from the Applicants on the terms and conditions
thereof and where applicable, refund of the amounts collected from the applicants, as
specified for relevant Tranche Prospectus for each Tranche Issue.

Public Issue Account Bank

Banks which are clearing members and registered with SEBI under the Securities and
Exchange Board of India (Bankers to an Issue) Regulations, 1994, with whom the
Public Issue Account will be opened and as specified in the relevant Tranche
Prospectus for each Tranche Issue

Record Date

15 (fifteen) Days prior to the interest payment date, and/or Redemption Date for NCDs
issued under the relevant Tranche Prospectus(es). In case of redemption of NCDs, the
trading in the NCDs shall remain suspended between the Record Date and the date of
redemption. In case the Record Date falls on a day when the Stock Exchange are
having a trading holiday, the immediately preceding trading day or a date notified by
our Company to the Stock Exchange, will be deemed as the Record Date.

Recovery Expense Fund

A fund created by our Company with the Designated Stock Exchange in the manner
as specified by SEBI in SEBI Debenture Trustee Operational Circular as amended
from time to time

Refund Account

Account to be opened with the Refund Bank from which refunds, if any, of the whole
or any part of the Application Amount shall be made

Redemption Amount

As specified in relevant Tranche Prospectus

Redemption Date The date on which our Company is liable to redeem the NCDs as specified in the
relevant Tranche Prospectus

Refund Bank The Banker(s) to the Issue with whom the Refund Account will be opened and as
specified in the relevant Tranche Prospectus.

Register of NCD holders The register of NCD holders/Debenture Holders maintained by the Issuer/RTA in

accordance with the provisions of the Companies Act, 2013

Registrar Agreement

Agreement dated June 29, 2023 entered into between the Issuer and the Registrar
under the terms of which the Registrar has agreed to act as the Registrar to the Issue

Registered Brokers

Stock brokers registered with SEBI under the Securities and Exchange Board of India
(Stock Brokers) Regulation, 1992 and the stock exchange having nationwide
terminals, other than the Members of the Consortium and eligible to procure
Applications from Applicants

Registrar to the Issue or
Registrar

KFin Technologies Limited (formerly known as KFin Technologies Private Limited)

Resident Individual

An individual who is a person resident in India as defined in the FEMA

Registrar and Share Transfer

Registrar and share transfer agents registered with SEBI and eligible to procure

Agents or RTAs Application in the Issue at the Designated RTA Locations.

SEBI Debenture Trustee SEBI circular with reference number SEBI/HO/DDHS/P/CIR/2023/50 dated 31
Operational Circular March 2023 as may be amended from time to time.

Security The principal amount of the NCDs to be issued in terms of this Draft Shelf Prospectus

together with all interest due and payable on the NCDs, thereof shall be secured by
way of first pari-passu charge through hypothecation of the book debts/receivables
(excluding the receivables on which a specific charge has already been created by the
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Company), as specifically set out in and fully described in the debenture trust deed in
favour of the debenture trustee to the Proposed Issue, such that a security cover of at
least 100% of the outstanding principal amounts of the NCDs and interest thereon is
maintained at all times until the Maturity Date.

Self-Certified Syndicate Banks
or SCSBs

The banks registered with SEBI, offering services in relation to ASBA, a list of which
is available on the website of SEBI at
http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes for ASBA
and
https://sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=40
for UPI, updated from time to time and at such other websites as may be prescribed
by SEBI from time to time.

Series/Option

As specified in the relevant Tranche Prospectus for each Tranche Issue

Shelf Limit

The aggregate limit of the Issue, being X 10,000 crores to be issued pursuant to this
Draft Shelf Prospectus, Shelf Prospectus through one or more Tranche Issues.

Shelf Prospectus

The Shelf Prospectus that shall be filed by our Company with the SEBI, Stock
Exchange, and the RoC in accordance with the provisions of the Companies Act, 2013
and the SEBI NCS Regulations.

Shelf Prospectus shall be valid for a period as prescribed under Section 31 of the
Companies Act, 2013.

SMC Capitals

SMC Capitals Limited

Specified Cities or Specified
Locations or Syndicate ASBA
Application  Locations  or
Syndicate Bidding Centres

Bidding centres where the Members of the Consortium shall accept Application Forms
from Applicants, a list of which is available on the website of the SEBI
athttps://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes and
updated from time to time and at such other websites as may be prescribed by SEBI
from time to time.

Sponsor Bank

A Banker to the Issue, registered with SEBI, which is appointed by the Issuer to act
as a conduit between the Designated Stock Exchange and NPCI in order to push the
mandate collect requests and / or payment instructions of the retail individual investors
into the UPI for retail individual investors applying through the app/web interface of
the Stock Exchange with a facility to block funds through UPI Mechanism for
application value upto UPI Application Limit and carry out any other responsibilities
in terms of the UPI Mechanism Circular and as specified in the relevant Tranche
Prospectus.

Stock Exchange or Exchange

BSE

Syndicate ASBA

Applications through the Syndicate or the Designated Intermediaries or the Lead
Managers, Consortium Members or the Trading Members of the Stock Exchange

Syndicate SCSB Branches

In relation to ASBA Applications submitted to a Member of the Syndicate, such
branches of the SCSBs at the Syndicate ASBA Application Locations named by the
SCSBs to receive deposits of the Application Forms from the Members of the
Consortium, and a list of which 1S available on
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes or at such
other website as may be prescribed by SEBI from time to time.

Tenor Tenor shall mean the tenor of the NCDs as specified in relevant Tranche Prospectus
for each Option/Series under Tranche Issue.
Trading Members Intermediaries registered with a lead broker or a sub-broker under the SEBI (Stock

Brokers) Regulations, 1992 and/or with the Stock Exchange under the applicable
byelaws, rules, regulations, guidelines, circulars issued by Stock Exchange from time
to time and duly registered with the Stock Exchange for collection and electronic
upload of Application Forms on the electronic application platform provided by Stock
Exchange.

Tranche Issue

Issue of the NCDs pursuant to the respective Tranche Prospectus.

Tranche Prospectus(es)

The Tranche Prospectus(es) containing the details of NCDs including interest, other
terms and conditions, recent developments, general information, objects, procedure
for application, statement of possible tax benefits, regulatory and statutory disclosures
and material contracts and documents for inspection, in respect of the relevant Tranche
Issue.

Transaction Documents

Transaction documents shall mean this Draft Shelf Prospectus, the Shelf Prospectus/
relevant Tranche Prospectus(es) read with any notices, corrigenda, addenda thereto,
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Abridged Prospectus, Application Form, Issue Agreement, Registrar Agreement,
Debenture Trustee Agreement, Debenture Trust Deed, Tripartite Agreements,
Consortium Agreement, Public Issue Account and Sponsor Bank Agreement,
executed or to be executed by our Company, as the case may be. For further details
please see the section titled, “Material Contracts and Documents for Inspection” on
page 612.

Trust Investment Advisors

Trust Investment Advisors Private Limited

Tripartite Agreements

Tripartite Agreement dated May 16, 2006 entered into between our Company, the
Registrar to the Issue and NSDL and Tripartite Agreement dated April 25, 2006
entered into between our Company, the Registrar to the Issue and CDSL for offering
dematerialised option to the NCD Holders under the terms of which the Depositories
agree to act as depositories for the securities issued by the Issuer.

“UPI” or “UPI Mechanism”

Unified Payments Interface mechanism in accordance with SEBI Operational Circular
to block funds for application value up to X 5,00,000 submitted through intermediaries,
namely the Registered Stock brokers, Consortium Members, Registrar and Transfer
Agent and Depository Participants.

UPI ID Identification created on the UPI for single-window mobile payment system
developed by the National Payments Corporation of India.
UPI Application Limit Maximum limit to utilize the UPI mechanism to block the funds for application value

up to X 5,00,000 for issues of debt securities pursuant to SEBI circular
SEBI/HO/DDHS/P/CIR/2022/0028 dated March 8, 2022 or any other investment
limit, as applicable and prescribed by SEBI from time to time

UPI Mandate Request/ Mandate

Request

A request initiated by the Sponsor Bank on the Retail Individual Investor to authorize
blocking of funds in the relevant ASBA Account through the UPI mobile app/web
interface (using UPI Mechanism) equivalent to the bid amount and subsequent debit
of funds in case of allotment.

Wilful Defaulter(s)

Includes wilful defaulters as defined under Regulation 2(1)(1ll) of the Securities and
Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations,
2018 which includes a person or a company who or which is categorized as a wilful
defaulter by any bank or financial institution (as defined under the Companies Act,
2013) or consortium thereof, in accordance with the guidelines on wilful defaulters
issued by the Reserve Bank of India and includes a company whose director or
promoter is categorized as a wilful defaulter.

Working Day

Working day means all days on which commercial banks in Mumbai, are open for
business. In respect of announcement of bid/issue period, working day shall mean all
days, excluding Saturdays, Sundays, and public holidays, on which commercial banks
in Mumbai are open for business. Further, in respect of the time period between the
bid/ Issue Closing Date and the listing of the NCDs on the Stock Exchange, working
day shall mean all trading days of the Stock Exchange for NCD, excluding Saturdays,
Sundays and bank holidays, as specified by SEBI.

Conventional and General Terms or Abbreviations

Term/ Abbreviation

Description/Full Form

‘4?5’, ‘4Rupees7” G‘INR’, Or
“Indian Rupees”

The lawful currency of the Republic of India

“US$”, “USD”, and “U.S.
Dollars”

The lawful currency of the United States of America

“JPY” The lawful currency of Japan

“EUR” The lawful currency of Europe

ACH Automated Clearing House

AGM Annual General Meeting

ALM Asset Liability Management

ALM Guidelines Guidelines for ALM system in relation to NBFCs
AMC Asset Management Company

AS or Accounting Standards

Accounting standards as prescribed by Section 133 of the Companies Act, 2013 read
with Rule 7 of the Companies (Accounts) Rules, 2014 as amended from time to time

AIF

An alternative investment fund as defined in and registered with SEBI under the




Term/ Abbreviation

Description/Full Form

Securities and Exchange Board of India (Alternative Investment Funds) Regulations,
2012 as amended from time to time

ASBA Application Supported by Blocked Amounts

AUM Assets Under Management

Bankruptcy Code The Insolvency and Bankruptcy Code, 2016, as amended from time to time

BPS Basis points.

BSE BSE Limited

CAG Comptroller and Auditor General of India.

CAGR Compounded annual growth rate over a specified period of time of a given value (the
year-over-year growth rate)

CDSL Central Depository Services (India) Limited

CESTAT Customs Excise and Service Tax Appellate Tribunal

CIC Core Investment Company.

CIT(Appeals) Commissioner of Income Tax (Appeals)

CMD Chairman and Managing Director.

CIN Corporate Identification Number

Companies Act, 1956

Companies Act, 1956, to the extent still in force

Companies Act/ Companies
Act, 2013

Companies Act, 2013 and the rules made thereunder

CPC Code of Civil Procedure, 1908

CPSE Central Public Sector Enterprises

CRAR Capital to risk-weighted assets ratio means (Tier I Capital + Tier II Capital)/ Total
Risk Weighted Assets *100

crore 1,00,00,000.

CrPC Code of Criminal Procedure, 1973

CSR Corporate Social Responsibility

CWIP Capital work in progress

CY Calendar Year

Depositories Act Depositories Act, 1996, as amended.

Depository(ies) NSDL and /or CDSL

DIN Director Identification Number

DP/ Depository Participant

Depository Participant as defined under the Depositories Act, 1996

DRR

Debenture Redemption Reserve

DRT Debt Recovery Tribunal.

EGM Extraordinary General Meeting

EOW Economic Offences Wing

FDI Foreign Direct Investment

FEMA Foreign Exchange Management Act, 1999, as amended from time to time

FII Foreign Institutional Investor(s)

FPI Foreign Portfolio Investor as defined and registered under the SEBI (Foreign Portfolio
Investors) Regulations, 2019, as amended from time to time.

FIMMDA Fixed Income Money Market and Derivatives Association of India.

Financial Year/ Fiscal/ FY/ for |Period of 12 months ended March 31 of that particular year

the year ended

GDP Gross Domestic Product

Government/ GOI Government of India

GST Goods and Services Tax

HNI High Net worth Individual

HFC Housing Finance Company

HUF Hindu Undivided Family

IAS Indian Administrative Service

IBC Insolvency and Bankruptcy Code, 2016

ICAI Institute of Chartered Accountants of India

IEPF Investor Education and Protection Fund

IFRS International Financial Reporting Standards

ITAT Income Tax Appellate Tribunal

Income Tax Act/ IT Act

Income Tax Act, 1961
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Description/Full Form

Ind AS

Indian Accounting Standards as prescribed by Section 133 of the Companies Act,
2013 and rules framed thereunder

Ind AS Rules The Companies (Indian Accounting Standards) Rules, 2015, as amended from time to
time

India Republic of India

IPC Indian Penal Code, 1860

ISIN International Securities Identification Number.

IT Information Technology

ITR Income Tax Returns

KYC Know Your Customer

LEI Legal Entity Identifier

LLP Limited Liability Partnership

LLP Act Limited Liability Partnership Act, 2008

IV Joint venture.

lakh 1,00,000.

LIBOR London Inter-Bank Offer Rate.

MCA Ministry of Corporate Affairs, Government of India

Million 1,000,000.

MLD Market Linked Debentures

MoF Ministry of Finance, Gol.

Mutual Funds A mutual fund registered with SEBI under the SEBI (Mutual Funds) Regulations,
1996

NACH National Automated Clearing House

NAV Net Asset Value

NBFC Non-Banking Financial Company, as defined under Section 45-IA of the RBI Act

NCLT National Company Law Tribunal

NCLAT National Company Law Appellate Tribunal

NEFT National Electronic Fund Transfer

NRI Non-resident Indian

NSE National Stock Exchange of India Limited

NSDL National Securities Depository Limited

p.a. Per Annum

PAN Permanent Account Number

PAT Profit After Tax

PMLA Prevention of Money Laundering Act, 2002

PFC Power Finance Corporation Limited

PFI Public Financial Institution, as defined under Section 2 (72) of the Companies Act,
2013.

PP MLD Principal Protected Market Linked Debentures

RBI Reserve Bank of India

RBI Act Reserve Bank of India Act, 1934

REC REC Limited.

RERA Real Estate Regulatory Authority

RERAD Act Real Estate Regulation and Development Act, 2016

RTGS Real Time Gross Settlement

SARFAESI Act Securitisation and Reconstruction of Financial Assets and Enforcement of Securities
Interest Act, 2002

SBR Framework Scale Based Regulation (SBR): A Revised Regulatory Framework for NBFCs issued
by RBI dated October 22, 2021.

SCRA Securities Contracts Regulation Act, 1956, as amended

SCRR Securities Contracts (Regulation) Rules, 1957, as amended

SEBI Securities and Exchange Board of India

SEBI Act Securities and Exchange Board of India Act, 1992, as amended

SEBI AIF Regulations Securities and Exchange Board of India (Alternative Investment Funds) Regulations,
2012, as amended

SEBI ICDR Regulations Securities and Exchange Board of India (Issue of Capital and Disclosure

Requirements) Regulations, 2018, as amended from time to time




Term/ Abbreviation

Description/Full Form

SEBI Listing Regulations

Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015, as amended

SEBI Merchant Banker Securities and Exchange Board of India (Merchant Bankers) Regulations, 1992 as
Regulations amended
SEBI NCS Regulations Securities and Exchange Board of India (Issue and Listing of Non-Convertible

Securities) Regulations, 2021, as amended and circulars issued thereunder

SEBI Operational Circular

SEBI circular no. SEB/HO/DDHS/P/CIR/2021/613 dated August 10, 2021, as
amended

TDS

Tax Deducted at Source

Trademarks Act

Indian Trademarks Act, 1999

Technical and Industry Related Terms

Term/Abbreviation Description/Full Form
ECBs External Commercial Borrowing.
FCNR Foreign Currency Non-Resident.
IFC Infrastructure Finance Company.
IRDAI Insurance Regulatory and Development Authority of India.
1SO International Organization for Standardization.
LIC Life Insurance Corporation of India
Hybrid Debt A capital instrument, which possesses certain characteristics of equity as well as debt
LTV Ratio of loan to the collateral value
MICR Magnetic Ink Character Recognition.
MFI Microfinance institutions
NPA Non-Performing Assets

NBFC-BL/ NBFC — Base Layer

Non-deposit taking NBFCs below the asset size of X 1,000 crore and (b) NBFCs
undertaking the activities- (i) NBFC-Peer to Peer Lending Platform (NBFC-P2P), (ii)
NBFC-Account Aggregator (NBFC-AA), (iii) Non-Operative Financial Holding
Company (NOFHC) and (iv) NBFCs not availing public funds and not having any
customer interface

NBFC-D NBFC registered as a deposit accepting NBFC

NBFC-MFI An NBFC-MFTI is defined as a non-deposit taking NBFC which extends loans to Micro
Finance Sector

NBFC-ND NBFC registered as a non-deposit taking NBFC

NBFC-ND-SI (NBFC-ML/
NBFC — Middle Layer)

(a) all deposit taking NBFCs (NBFC-Ds), irrespective of asset size, (b) non-deposit
taking NBFCs with asset size of X 1,000 crore and above and (c) NBFCs undertaking
the activities of (i) Standalone Primary Dealers (SPDs), (ii) Infrastructure Debt Fund
— Non-Banking Financial Companies (IDF-NBFCs), (iii) Core Investment Companies
(CICs), (iv) Housing Finance Companies (HFCs) and (v) Infrastructure Finance
Companies (NBFC-IFC)

NBFC- TL / NBFC- Top Layer

NBFC-UL which in the opinion of RBI has substantial increase in the potential
systemic risk from specific NBFCs-UL

NBFC-UL / NBFC-Upper
Layer

NBFCs which are specifically identified by the RBI as warranting enhanced regulatory
requirement based on a set of parameters and scoring methodology as provided in SBR
Framework

Owned Funds Paid-up equity capital, preference shares which are compulsorily convertible into
equity, free reserves, balance in share premium account; capital reserve representing
surplus arising out of sale proceeds of asset, excluding reserves created by revaluation
of assets; less accumulated loss balance, book value of intangible assets and deferred
revenue expenditure, if any

Prudential Norms Prudential norms as provided under Master Direction — Non-Banking Financial
Company — Systemically Important Non-Deposit taking Company and Deposit taking
Company (Reserve Bank) Directions, 2016

MSME Micro, Small and Medium Enterprises

RBI Reserve Bank of India.

Tier I Capital Tier I capital means owned fund as reduced by investment in shares of other non-

banking financial companies and in shares, debentures, bonds, outstanding loans and
advances including hire purchase and lease finance made to and deposits with




Term/Abbreviation Description/Full Form

subsidiaries and companies in the same group exceeding, in aggregate, ten per cent of

the owned fund; and perpetual debt instruments issued by a non-deposit taking

nonbanking financial company in each year to the extent it does not exceed 15% of
the aggregate Tier I Capital of such company as on March 31 of the previous
accounting year

Tier I Capital Tier II capital includes the following:

(a) preference shares other than those which are compulsorily convertible into equity;

(b) revaluation reserves at discounted rate of fifty five percent;

(c) General Provisions (including that for Standard Assets) and loss reserves to the
extent these are not attributable to actual diminution in value or identifiable
potential loss in any specific asset and are available to meet unexpected losses, to
the extent of one and one fourth percent of risk weighted assets;

(d) hybrid debt capital instruments;

(e) subordinated debt; and

(f) perpetual debt instruments issued by a non-deposit taking non-banking financial
company which is in excess of what qualifies for Tier I Capital to the extent the
aggregate does not exceed Tier I Capital

UTI Unit Trust of India.

WCDL Working Capital Demand Loan.

XIRR Internal rate of return for irregular cash flows.

Yield Ratio of interest income to the daily average of interest earning assets.

Notwithstanding the foregoing, the terms defined as part of “General Information”, “Risk Factors”, “Industry
Overview”, “Regulations and Policies”, “Statement of Possible Tax Benefits ", “Summary of Key Provisions of Articles
of Association”, “Financial Information” and “Other Regulatory and Statutory Disclosures” on pages 53, 19, 91, 179,
77, 603, 198 and 524, respectively shall have the meaning ascribed to them as part of the aforementioned sections. Terms
not defined as part of the sections “Our Business”, “Risk Factors”, “Industry Overview” and ‘“Regulations and
Policies”, on pages 123, 19, 91 and 179, respectively, shall have the meaning ascribed to them hereunder.




CERTAIN CONVENTIONS, USE OF FINANCIAL, INDUSTRY AND MARKET DATA AND CURRENCY
OF PRESENTATION

Certain Conventions

In this Draft Shelf Prospectus, unless otherwise specified or the context otherwise indicates or implies the terms, all
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references to “we”, “us”, “our” or “PFC” are to Power Finance Corporation Limited and references to “you”, “offeree”,
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“purchaser”, “subscriber”, “recipient”, “investors” and “potential investor” are to the prospective investors in this Issue.

Unless stated otherwise, all references to page numbers in this Draft Shelf Prospectus are to the page numbers of this
Draft Shelf Prospectus.

All references in this Draft Shelf Prospectus to “India” are to the Republic of India and its territories and possessions. All
references to the “Government” or “State Government” or “Central Government” are to Government of India, Central or
State, as applicable.

Unless stated otherwise all references to time in this Draft Shelf Prospectus are to Indian standard time.
Presentation of Financial Information

Our Company’s financial year commences on April 1 of the immediately preceding calendar year and ends on March 31
of that particular calendar year, so all references to a particular financial year or fiscal are to the 12-month period
commencing on April 1 of the immediately preceding calendar year and ending on March 31 of that particular calendar
year. Unless the context requires otherwise, all references to a year in this Draft Shelf Prospectus are to a calendar year
and references to a Fiscal/Fiscal Year are to the year ended on March 31 of that calendar year.

For the purposes of disclosure in this Draft Shelf Prospectus, we have prepared and presented our Reformatted Standalone
Financial Information for the last three Fiscals (in this case, for Fiscal 2023, 2022 and 2021). Our Company’s audited
financial statements for the fiscal year ended March 31, 2023 and March 31, 2022 , have been prepared in accordance
with IndAS and have been audited by our Statutory Auditors, Dass Gupta & Associates, Chartered Accountants and
Prem Gupta & Company, Chartered Accountants and for the fiscal year ended March 31, 2021 have been prepared in
accordance with IndAS and have been audited by Gandhi Minocha & Co, Chartered Accountants, one of the previous
statutory auditors of the Company and Dass Gupta & Associates, Chartered Accountants, one of the current statutory
auditors of the Company. Our Company’s Audited Standalone Financial Statements for the years ended March 31, 2023
and March 31, 2022 and March 31, 2021 form the basis of preparation of the Reformatted Standalone Financial
Information which is included in this Draft Shelf Prospectus and is referred to hereinafter as the “Reformatted Standalone
Financial Information” in the section titled “Financial Information” on page 198.

For the purposes of disclosure in this Draft Shelf Prospectus, we have prepared and presented our Reformatted
Consolidated Financial Information for the last three Fiscals (in this case, for Fiscal 2023, 2022 and 2021). Our
Company’s audited financial statements for the fiscal year ended March 31, 2023 and March 31, 2022, have been prepared
in accordance with IndAS and have been audited by our Statutory Auditors, Dass Gupta & Associates, Chartered
Accountants and Prem Gupta & Company, Chartered Accountants and for the fiscal year ended March 31, 2021 have
been prepared in accordance with IndAS and have been audited by Gandhi Minocha & Co, Chartered Accountants, one
of the previous statutory auditors of the Company and Dass Gupta & Associates, Chartered Accountants, one of the
current statutory auditors of the Company. Our Company’s Audited Consolidated Financial Statements for the years
ended March 31, 2023 and March 31, 2022 and March 31, 2021 form the basis of preparation of the Reformatted
Consolidated Financial Information which is included in this Draft Shelf Prospectus and is referred to hereinafter as the
“Reformatted Consolidated Financial Information” in the section titled “Financial Information” on page 198.

Unless stated otherwise or unless the context requires otherwise, the financial data used in this Draft Shelf Prospectus as
at and for the financial year ended March 31, 2023, March 31, 2022 and March 31, 2021 is derived from our Reformatted
Financial Information.

Unless stated otherwise, macroeconomic and industry data used throughout this Draft Shelf Prospectus has been obtained
from publications prepared by providers of industry information, government sources and multilateral institutions. Such
publications generally state that the information contained therein has been obtained from sources believed to be reliable
but that their accuracy and completeness are not guaranteed and their reliability cannot be assured. Although the Issuer
believes that industry data used in this Draft Shelf Prospectus is reliable, it has not been independently verified. Further,
the extent to which the market and industry data presented in this Draft Shelf Prospectus is meaningful depends on the



readers’ familiarity with and understanding of methodologies used in compiling such data.
Non-GAAP Financial Measures

This Draft Shelf Prospectus includes certain non-GAAP measures, including, inter alia, EBITDA, Net Worth, AUM,
Total Debts to total assets, Debt Service Coverage ratios, interest service coverage ratios, Gross NPA (%), Net NPA (%),
Tier I CAR (%) and Tier II CAR (%) (together, “Non-GAAP Measures”), which are a supplemental measure of our
performance and liquidity that is not required by, or presented in accordance with, Ind AS, Indian GAAP, IFRS or US
GAAP. Further, these Non-GAAP Measures are not a measurement of our financial performance or liquidity under Ind
AS, Indian GAAP, IFRS or US GAAP and should not be considered in isolation or construed as an alternative to cash
flows, profit/ (loss) for the years/ period or any other measure of financial performance or as an indicator of our operating
performance, liquidity, profitability or cash flows generated by operating, investing or financing activities derived in
accordance with Ind AS, Indian GAAP, IFRS or US GAAP. In addition, these Non-GA AP measures are not standardised
terms, hence a direct comparison of these Non-GAAP Measures between companies may not be possible. Other
companies in financial services industry may calculate these Non-GAAP Measures differently from us, limiting its
usefulness as a comparative measure. Although such Non-GAAP Measures are not a measure of performance calculated
in accordance with applicable accounting standards, our Company’s management believes that they are useful to an
investor in evaluating us as they are widely used measures to evaluate a company’s operating performance.

Currency and Unit of Presentation

In this Draft Shelf Prospectus, all references to ‘Rupees’/T’/‘INR’/ ‘Rs.” are to Indian Rupees, the official currency of
the Republic of India.

Except where stated otherwise in this Draft Shelf Prospectus, all figures have been expressed in ‘crore’. All references to
‘million/million/mn’. Refer to one million, which is equivalent to ‘ten lakh’ or ‘ten lacs’, the word ‘lakh/lacs/lac’ means
‘one hundred thousand’ and ‘crore’ means ‘ten million’ and ‘billion/bn./billions’ means ‘one hundred crore’.

Certain figures contained in this Draft Shelf Prospectus, including financial information, have been subject to rounding
adjustments. Unless set out otherwise, all figures in decimals, including percentage figures, have been rounded off to one
decimal point. In certain instances, (i) the sum or percentage change of such numbers may not conform exactly to the
total figure given; and (ii) the sum of the numbers in a column or row in certain tables may not conform exactly to the
total figure given for that column or row. Further, any figures sourced from third party industry sources may be rounded
off to other than one decimal point to conform to their respective sources.

Industry and Market Data

Any industry and market data used in this Draft Shelf Prospectus consists of estimates based on data reports compiled by
Government bodies, professional organizations and analysts, data from other external sources available in the public
domain and knowledge of the markets in which we compete. These publications generally state that the information
contained therein has been obtained from publicly available documents from various sources believed to be reliable. The
data used in these sources may have been reclassified by us for purposes of presentation. Data from these sources may
also not be comparable. The extent to which the industry and market data presented in this Draft Shelf Prospectus is
meaningful depends on the reader’s familiarity with and understanding of the methodologies used in compiling such data.
There are no standard data gathering methodologies in the industry in which we conduct our business and methodologies
and assumptions may vary widely among different market and industry sources.

Such data involves risks, uncertainties and numerous assumptions and is subject to change based on various factors.
Accordingly, investment decisions should not be based solely on such information.

Exchange Rates

The exchange rates Rupees (%) vis-a-vis of USD, EURO and JPY, as of June 30, 2023, March 31, 2023, March 31, 2022
and March 31, 2021, are provided below:

(in3)
Currency June 30, 2023 March 31, 2023 March 31, 2022 March 31, 2021
1 USD 82.04 82.22 75.81 73.50
1 Euro 89.13 89.61 84.66 86.10
100 JPY 56.77 61.80 62.23 66.36

Source: https://www.fbil.org.in/#/home and https.://www.rbi.org.in/scripts/ReferenceRateArchive.aspx



The above exchange rates are for the purpose of information only and may not represent the rates used by the Company
for purpose of preparation or presentation of its financial statements. The rates presented are not a guarantee that any
person could have on the relevant date converted any amounts at such rates or at all.



FORWARD LOOKING STATEMENTS

Certain statements contained in this Draft Shelf Prospectus that are not statements of historical fact constitute “forward-
looking statements”. Investors can generally identify forward-looking statements by terminology such as “aim”,
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“anticipate”, “believe”, “continue”, “could”, “estimate”, “expect”, “intend”, “may”, “objective”, “plan”, “potential”,
“project”, “pursue”, “shall”, “seek”, “should”, “will”, “would”, or other words or phrases of similar import. Similarly,
statements that describe our strategies, objectives, plans or goals are also forward-looking statements. All statements
regarding our expected financial conditions, results of operations, business plans and prospects are forward-looking
statements. These forward-looking statements include statements as to our business strategy, revenue and profitability,
new business and other matters discussed in this Draft Shelf Prospectus that are not historical facts. All forward-looking
statements are subject to risks, uncertainties and assumptions about us that could cause actual results to differ materially
from those contemplated by the relevant forward-looking statement. Important factors that could cause actual results,
including our financial conditions and results of operations to differ from our expectations include, but are not limited to,
the following:

e Any increase in the levels of non-performing assets (“NPA”)/ Stage 3 on our loan portfolio, for any reason;
whatsoever, would adversely affect our financial condition.

e Concentration of lending to public sector borrowers and our ability to manage our asset portfolio quality.

e  Any disruption in our sources of funding.

e Volatility in interest rates could have a material adverse effect on our net interest income, net interest margin and
our financial performance.

e Growth prospects of the Indian power sector and related policy developments.

e  Certain conditions and restrictions in terms of our financing arrangements, could restrict our ability to conduct our
business and operations in the manner we desire.

o Inability to recover the full value of collateral or amounts which are sufficient to cover the outstanding amounts due
under defaulted loans.

o Difficulties in expanding the business into new regions and markets in India.

e Difficulty in expanding the business into infrastructure and logistics sector owing to challenges in infrastructure
sector and related policy developments.

e System failures or inadequacy and security breaches in computer systems adversely affecting the business.

e  Fluctuations in the market values of the investments by the Company and other asset portfolio adversely affecting
the result of operations and financial condition.

e  Occurrence of natural calamities, pandemics, or natural disasters affecting the areas in which our Company has
operations.

e Downgrade of our credit ratings may increase our borrowing costs and constrain our access to capital and debt
markets and, as a result, may adversely affect our net interest margin and our results of operations.

e Our ability to comply with certain specific conditions prescribed by the Gol in relation to our business.

e Interest rates and inflation in India.

e  General, political, economic, social and business conditions in Indian and other global markets.

For further discussion of factors that could cause our actual results to differ, see “Risk Factors” on page 19.

All forward-looking statements are subject to risks, uncertainties and assumptions about our Company that could cause
actual results and valuations to differ materially from those contemplated by the relevant statement. Additional factors
that could cause actual results, performance or achievements to differ materially include, but are not limited to, those
discussed under the sections titled “Industry Overview”, “Our Business” and “Legal and Other Information” on pages
91, 123 and 502. The forward-looking statements contained in this Draft Shelf Prospectus are based on the beliefs of
management, as well as the assumptions made by and information currently available to management. Although our
Company believes that the expectations reflected in such forward-looking statements are reasonable at this time, it cannot
assure investors that such expectations will prove to be correct or will hold good at all times. Given these uncertainties,
investors are cautioned not to place undue reliance on such forward-looking statements. If any of these risks and
uncertainties materialise, or if any of our Company’s underlying assumptions prove to be incorrect, our Company’s actual
results of operations or financial condition could differ materially from that described herein as anticipated, believed,
estimated or expected. All subsequent forward-looking statements attributable to our Company are expressly qualified in
their entirety by reference to these cautionary statements.

Neither the Lead Managers, our Company, its Directors, KMPs and officers, nor any of their respective affiliates or
associates have any obligation to update or otherwise revise any statements reflecting circumstances arising after the date
hereof or to reflect the occurrence of underlying events, even if the underlying assumptions do not come to fruition. In



accordance with SEBI NCS Regulations, our Company and the Lead Managers will ensure that investors in India are
informed of material developments until the time of the grant of listing and trading permission by the Stock Exchange
for the NCDs.



SECTION II - RISK FACTORS

An investment in NCDs involves a certain degree of risk. The risk factors set forth below do not purport to be complete
or comprehensive in terms of all the risk factors that may arise in connection with our business or any decision to

purchase, own or dispose of the NCDs. Prospective investors should carefully consider the risks and uncertainties
described below, in addition to other information contained in this Draft Shelf Prospectus including “Our Business” and
“Financial Information” on pages 123 and 198, respectively, before making any investment decision relating to the NCDs.
If any of the following risks or other risks that are not currently known or are now deemed immaterial, actually occur,

our business, financial condition, cash flows and result of operation could suffer, the trading price of the NCDs could
decline, and you may lose all or part of your interest and/or redemption amounts. The risks and uncertainties described
in this section are not the only risks that we currently face. The following risk factors are determined on the basis of their
materiality. In determining the materiality of risk factors, we have considered risks which may not be material individually
but may be material when considered collectively, which may have a qualitative impact though not quantitative, which

may not be material at present but may have a material impact in the future. Additional risks and uncertainties not known

to us or that we currently believe to be immaterial may also have an adverse effect on our business, results of operations
and financial condition. The market prices of the NCDs could decline due to such risks and you may lose all or part of
your investment including interest thereon. Further, the risk factors set forth below do not purport to be complete or
comprehensive in terms of all the risk factors that may arise in connection with our business or any decision to purchase,

own or dispose of, the NCDs.

Unless specified or quantified in the relevant risk factors below, we are not in a position to specify or to quantify the
financial or other implication of any of the risks described in this section. However, there are certain risk factors where
the effect is not quantifiable and hence has not been disclosed in the below risk factors. The ordering of the risk factors
is intended to facilitate ease of reading and reference, and does not in any manner indicate the importance of one risk
factor over another. This Draft Shelf Prospectus contains forward looking statements that involve risk and uncertainties.
Our Company’s actual results could differ materially from those anticipated in these forward looking statements as a
result of several factors, including the considerations described below and elsewhere in this Draft Shelf Prospectus.
Certain information in this section includes data extracted from reports available in public domain. For further details,
please refer to the chapter titled “Industry Overview” on page 91.

In this section, unless the context otherwise requires, a reference to “the Company” or “we”, “us” or “our Company”
is a reference to Power Finance Corporation Limited and unless the context otherwise requires, a reference to “the PFC
Group” refers to Power Finance Corporation Limited and its subsidiaries, as applicable in the relevant fiscal period, on
a consolidated basis. Unless stated otherwise, or unless context requires otherwise the financial data in this section is as
per our standalone financial information. The financial data of our Company for the Fiscal 2023, 2022 and 2021 has
been derived from Reformatted Standalone Financial Information

A. RISKS IN RELATION TO OUR BUSINESS

1. We have a significant concentration of outstanding loans to certain borrowers, particularly public sector power
utilities, many of which are historically loss-making, and if these loans become non- performing, the quality of
our asset portfolio may be adversely affected.

We are a Public Financial Institution (“PFI”) focused on financing of the power sector in India, which has a limited
number and type of borrowers, primarily comprising of state power utilities (“SPUs”), many of which have been
historically loss making. Our past exposure has been towards SPUs and state electricity boards, and future exposure is
expected to be, concentrated towards SPUs. As of March 31, 2023, our government sector (including SPUs) and private
sector borrowers accounted for 82.79% and 17.21% respectively, of our total outstanding loans. Historically, SPUs have
had a relatively weak financial position and have in the past defaulted on their indebtedness. Consequently, we have had
to restructure some of the loans sanctioned to certain SPUs, including rescheduling repayment terms. In addition, many
of our public sector borrowers, particularly SPUs, are susceptible to various operational risks including low metering at
the distribution transformer level, high revenue gap, high receivables, low plant load factors and high AT&C losses,
which may lead to further deterioration in the financial condition of such entities.

As of March 31, 2023, our total outstanding loans were X 4,22,497.73 crore, of which, our single largest borrower
accounted for 8.96% (X 37,848.17 crore) of our total outstanding loans, and our top five and top 10 borrowers accounted
for, in the aggregate, 30.19% (X 1,27,537.87 crore) and 43.34% (X 1,83,131.42 crore), respectively, of our total
outstanding loans. In addition, we have additional exposure to these borrowers in the form of non-fund based assistance.
Our most significant borrowers are primarily public sector power utilities. Any negative trends, or financial difficulties,
or inability on the part of such borrowers to manage operational, industry, and other risks applicable to such borrowers,



could result in an increase in our non-performing assets (“NPAs”) and adversely affect our business, financial condition
and results of operations. For further details of our NPAs, see the risk titled “— If the level of non-performing assets in
our loan portfolio were to increase, our financial condition would be adversely affected.”

2. We may not be able to recover, or there may be a delay in recovering, the expected value from security and
collaterals for our loans, which may affect our financial condition.

Although we endeavour to obtain adequate security or implement quasi-security arrangements in connection with our
loans, we have not obtained such security or collateral for all our loans. In addition, in connection with certain of our
loans, we have been able to obtain only partial security or have made disbursements prior to adequate security being
created or perfected in accordance with the policy of the Company. There can be no assurance that any security or
collateral that we have obtained will be adequate to cover repayment of our loans or interest payments thereon or that we
will be able to recover the expected value of such security or collateral in a timely manner or recover at all. As of March
31, 2023, 45.77% of our outstanding loans were secured, 39.54% were unsecured (but guaranteed by banks or
governments), and 14.70% were unsecured.

Our loans are typically secured by various movable and immovable assets and/ or other collaterals. We generally seek a
first ranking pari passu charge on the relevant project assets for loans extended on a senior basis, while for loans extended
on a subordinated basis we generally seek to have a second pari passu charge on the relevant project assets. In addition,
some of our loans may relate to imperfect security packages or negative liens provided by our borrowers. The value of
certain kinds of assets may decline due to operational risks that are inherent to power sector projects, the nature of the
asset secured in our favour, and any adverse market or economic conditions in India or globally. The value of the security
or collateral obtained may also decline due to an imperfection in the title or difficulty in locating movable assets. Although
some parts of legislations in India provide for various rights of creditors for the effective realization of collateral in the
event of default, there can be no assurance that we will be able to enforce such rights in a timely manner or enforce them
at all. There could be delays in implementing bankruptcy or foreclosure proceedings. Further, inadequate security
documentation or imperfection in title to security or collateral, requirement of regulatory approvals for enforcement of
security or collateral, or fraudulent transfers by borrowers may cause delays in enforcing such securities. Furthermore,
in the event that any specialised regulatory agency assumes jurisdiction over a defaulting borrower, actions on behalf of
creditors may be further delayed.

Certain of our loans have been granted as part of a syndicate, and joint recovery action implemented by a consortium of
lenders may be susceptible to delay or not favourable to us. Further, the RBI has issued circular RBI/2021-2022/125 titled
“Prudential norms on Income Recognition, Asset Classification and Provisioning pertaining to Advances —
Clarifications” dated November 12, 2021 (“Prudential Norms — Clarifications 2021”), which provides for more stringent
classification and recognition of Gross Stage 3 assets. We have aligned our account classification, in particular, the effect
on our daily Gross Stage 3 assets position and upgradation of our Gross Stage 3 assets accounts in line with Prudential
Norms — Clarifications 2021. However, in event RBI directions/guidelines on Gross Stage 3 assets become more
stringent, the Company may or may not be able to maintain historic Gross Stage 3 assets positions, and if our Gross Stage
3 assets position significantly increase, it may in turn have a material adverse effect on our cash flows, profits, results of
operations and financial condition.

For a further summary please see the section titled “Regulations and Policies” on page 179.

In circumstances where other lenders with such exposure / loan account by value and number and are entitled to determine
corrective action plan for any of our borrowers, we may be required by such other lenders to agree to such corrective
action plan, irrespective of our preferred mode of settlement of our loan to such borrower or subject our loan account to
accelerated provisioning. Furthermore, with respect to any loans made as part of a consortium arrangement and multiple
banking arrangement, a majority of the relevant lenders may elect to pursue a course of action that may not be favourable
to us. Any such corrective action plan / accelerated provisioning could lead to an unexpected loss that could adversely
affect our business, financial condition or results of operations.

3. We are subject to restrictive covenants under our credit facilities that could limit our flexibility in managing our
business.

As of June 30, 2023, our total borrowings were X 3,66,377.43 crore (excluding interest accrued but not due and
unamortised transaction cost). We are required to comply with various financial and other covenants under the loan
agreements that we are a party to, including but not limited to, amongst other things, obtaining, wherever applicable,
prior consents from our existing lenders for further borrowings, including undertaking this Issue, maintenance of financial
ratios and for creation of encumbrances over certain of our assets.
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There are restrictive covenants in the agreements we have entered into with certain banks and financial institutions for
our short term borrowing, medium term borrowing, long term borrowing, and bonds trust deeds. These restrictive
covenants require us to maintain certain financial ratios and seek the prior permission/consents of these banks/financial
institutions for various activities, including, amongst others, selling, leasing, transferring or otherwise disposing of any
part of our business or revenues, effecting any scheme of amalgamation or reconstitution, implementing a new scheme
of expansion or taking up an allied line of business. Such restrictive covenants in our loan and bond documents may
restrict our operations or ability to expand and may adversely affect our business. As on the date of this Draft Shelf
Prospectus, our Company has obtained consents/ permissions required for creation of further charge on assets, from all
the existing charge holders.

In addition, if our Company fails to meet its debt service obligations or if a default otherwise occurs, its lenders could
declare our Company in default under the terms of its borrowing and accelerate the maturity of its obligations, or in some
cases, could exercise step-in rights, or could enforce the security underlining their secured lending, such as security
created on the secured long-term Rupee-denominated infrastructure bonds. Any acceleration of the maturity of our
Company’s obligations could have a material adverse effect on our Company’s cash flows, business and results of
operations. Furthermore, our Company’s lenders may recall certain short-term demand loans availed of by our Company
at any time. There can be no assurance that our Company will be able to comply with these financial or other covenants
or that our Company will be able to obtain the consents necessary to take the actions our Company believes are required
to operate and grow its business in the future. For more details on our borrowings and certain restrictive covenants in our
loan documents, please see “Financial Indebtedness” on page 467.

4. With power sector financing industry becoming increasingly competitive, our growth will depend on our ability
to maintain a low effective cost of funds; inability to do so could have a material adverse effect on our business,
financial condition and results of operations.

Our ability to compete effectively is dependent on our timely access to capital, the costs associated with raising capital
and our ability to maintain a low effective cost of funds in the future that is comparable or lower than that of our
competitors. Many of our competitors may have greater and cheaper resources than us. Competition in our industry
depends on, among other things, the ongoing evolution of Government policies relating to the industry, the entry of new
participants into the industry and the extent to which there is consolidation among banks and financial institutions in
India. Our primary competitors are public sector infrastructure finance companies, public sector banks, private banks
(including foreign banks), financial institutions and other NBFCs. In respect of private sector entities, the Company has
been following RBI’s credit concentration norms. In respect of Central/State Government entities, RBI had exempted the
Company from applicability of RBI’s credit concentration norms till March 31, 2022. Further, RBI vide its letter dated
August 24, 2022 has allowed the existing exposure of Central/State Government entities of the company as on date of
letter to run off till maturity without invoking any regulatory violation.

As per SBR Framework, the credit concentration limits need to be calculated based on Tier I Capital from October 1,
2022 as against owned funds. RBI vide its letter dated March 20, 2023 has, inter-alia, directed the Company to reckon
Tier I Capital as on March 31st (based on annual results) while computing exposure. However, during the year, for the
purpose of credit concentration limits, the Company has worked out the owned fund / Tier I Capital based on quarterly
financial results till March 21, 2023. As on March 31, 2023, the exposure of the Company to Private / Government Sector
entities are within the RBI’s prescribed credit concentration limits.

Further, our classification as an IFC enables us, among other things, to diversify our borrowing through the issuance of
Rupee-denominated infrastructure bonds to bondholders, as and when notified by the Gol, and to raise ECBs under the
automatic route, subject to certain specified limits. Adverse developments in economic and financial markets or the lack
of liquidity in financial markets could make it difficult for us to access funds at competitive rates.

Our interest rate margins are determined by the cost of our funding relative to the pricing of our loan products. The cost
of our funding and the pricing of our loan products are determined by a number of factors, many of which are beyond
our control. Our cost of funds (ratio of finance costs to average borrowings, without foreign exchange fluctuation
gain/loss amortized) raised as on March 31, 2023 is 7.51%. However, we may not be able to maintain the same during
subsequent periods without raising funds from debt market through various concessional debt issues. While we have
generally been able to pass on the increased cost of funds to our customers over this period, we may not be able to
continue to do so in future. In the event we were to suffer a decline in interest rate margins, we would be required to
increase our lending activity in order to maintain our then prevailing profit level. However, there can be no assurance
that we will be able to do so and we may suffer reduced profitability or losses. In the event our interest rate margins
decrease, the same may adversely affect our business, financial condition and results of operations.
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Following a general decrease in the level of direct and indirect financial support by the Gol to us in recent years, we are
fundamentally dependent upon funding from the equity and debt markets and commercial borrowing and are particularly
vulnerable in this regard given the growth of our business. The market for such funds is competitive and there can be no
assurance that we will be able to obtain funds on acceptable terms or obtain funds at all. Many of our competitors have
or may have access to greater and cheaper sources of funding. Furthermore, many of our competitors may have larger
resources or greater balance sheet strength than us and may have considerable financing resources. In addition, since we
are a non- deposit taking NBFC, we may have restricted access to funds in comparison to banks and deposit taking
NBFCs. While we have generally been able to pass any increased cost of funds onto our customers, we may not be able
to do so in the future. If our financial products are not competitively priced, there is a risk of our borrowers raising loans
from other lenders and in the case of financially stronger SPUs and private sector borrowers, there is a risk of their raising
funds directly from the market. Our ability to raise capital also depends on our ability to maintain our credit ratings in
order to access various cost competitive funding options.

If we are not able to maintain a low effective cost of funds, we may not be able to implement our growth strategy,
competitively price our loans and, consequently, we may not be able to maintain the profitability or growth of our
business, which could have a material adverse effect on our business, financial condition and results of operations.

5. Inability to develop or implement effective risk management policies and procedures could expose our Company
to unidentified risks or unanticipated levels of risk.

Our Company has put in place an Integrated Enterprise-wide Risk Management (“IRM”) policies and procedures that
list all risks we face, which may have an impact on profitability and business of our Company, their root causes, existing
mitigations factors and action plans for further mitigations, where required. The risks have been prioritized and key
performance indicators identified for measuring and monitoring. A Risk Management Committee of the Board is
constituted for monitoring the risks, mitigations and implementation of action plans. Our Company has Currency Risk
Management (“CRM”) Policy and has appointed a consultant to manage risks associated with foreign currency
borrowing. Our Company has also put in place an effective Asset Liability Management System, constituted an Asset
Liability Management Committee (“ALCO”) to monitor and mitigate risks related to liquidity and interest rate.

Although our Company follows various risk management policies and procedures to identify, monitor and manage risks,
there can be no assurance that such policies and procedures will be effective in addressing all risks that our Company
encounters in its business and operations or that such policies and procedures are as comprehensive as those implemented
by banks and other financial institutions. Our Company’s risk management policies and procedures are based, among
other considerations, on historical market behaviour, information regarding borrowers, and market knowledge.
Consequently, these policies and procedures may not predict future risk exposures that could vary from or be greater than
those indicated by historical measures. In addition, information available to our Company may not be accurate, complete,
up-to-date or properly evaluated. Unexpectedly large or rapid movements or disruptions in one or more financial markets
or other unforeseen developments could have a material adverse effect on our Company’s results of operations and
financial condition. Our Company’s risk management policies and procedures are also influenced by applicable Gol
policies and regulations and may prove inadequate or ineffective in addressing risks that arise as a consequence of any
development in Gol policies and consequently can have an adverse effect on our Company’s business and operations. In
addition, our Company intends to continue to diversify its borrower portfolio and extend fund based and non-fund based
financial and other assistance and services to projects that represent forward and backward linkages to the core power
sector projects. These business initiatives may involve operational and other risks that are different from those our
Company currently encounters or anticipates, and there can be no assurance that our Company will be able to effectively
identify and address any additional risks that apply to such business initiatives. Inability to develop, modify and
implement effective and dynamic risk management policies and procedures may adversely affect our Company’s growth
strategy. Management of operational, legal, and regulatory risk requires, among others, policies and procedures to
accurately record and verify transactions and events. There can be no assurance that our Company’s policies and
procedures will effectively and accurately record and verify such information. Failure of our Company’s risk management
policies and procedures or exposure to unanticipated risks could lead to losses and adversely affect our Company’s
business, financial condition and results of operations.

6. Risks inherent to power sector projects, particularly power generation projects, could adversely affect our
Company’s business, financial condition and results of operations.

Our Company is a financial institution focused on providing financial and other assistance and related services to power

sector projects. Power sector projects, particularly power generation projects, typically involve long gestation periods
before they become operational and involve various project-specific risks as well as risks that are generally applicable to
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the power sector in India. Many of these risks applicable to power sector projects that our Company finances are beyond
our control and include:

e political, regulatory, fiscal, monetary and legal actions and policies that may adversely affect the viability of power
sector projects, including changes in any tariff regulations applicable to power plants;

e delays in the implementation of Gol policies and initiatives;

e changes in Government and regulatory policies relating to the power sector;

e environmental concerns and environmental regulations applicable to power sector projects that, including, for
example, relevant coal mining areas being classified as “no-go” areas;

e delays in obtaining environmental clearances or land for the projects;

e extent and reliability of power sector infrastructure in India;

o strikes, work stoppages or increased wage demands by employees or any other disputes with employees that affect
the project implementation schedule or operations of the projects;

e adverse changes in demand for, or the price of, power generated or distributed by the projects;

e disruption of projects due to explosions, fires, earthquakes and other natural disasters, breakdown, failure or
substandard performance of equipment, improper installations or operation of equipment, accidents, operational
problems, transportation interruptions, other environmental risks and labour disputes;

o the willingness and ability of consumers to pay for the power produced by the projects;

shortages of, or adverse price fluctuations in, fuel and other raw materials and key inputs involved in power

generation, including coal, oil and natural gas;

increase in project development costs due to environmental challenges and changes in environmental regulations;

changes in credit ratings of our Company’s borrowers affecting their ability to finance projects;

interruption or disruption in domestic or international financial markets, whether for equity or debt funds;

delays in the construction and operation of projects;

domestic power companies face significant project execution and construction delay risks i.e. longer than expected

construction periods due to delays in obtaining environmental permits and infrastructure related delays in connecting

to the grid, accessing offtake and finalising fuel supply agreements could cause further delays;

e potential defaults under financing arrangements of project companies and their equity investors;

o failure of co-lenders (with our Company under consortium lending arrangements) to perform their contractual
obligations;

e failure of third parties such as contractors, fuel suppliers, sub-contractors and others to perform their contractual
obligations in respect of the power projects;

e adverse developments in the overall economic environment in India;

o the provisions of the Electricity Act, 2003 have significantly increased competition in the power generation industry
which may negatively impact individual power generation companies;

o failure to supply power to the market due to unplanned outages of any projects, failure in transmission systems or
inter-regional transmission or distribution systems;

e adverse fluctuations in liquidity, interest rates or currency exchange rates;

e changes in technology may negatively impact power generation companies by making their equipment or power
projects less competitive or obsolete;

o fluctuating fuel costs; and

e  cconomic, political and social instability or occurrences such as natural disasters, armed conflict and terrorist attacks,
particularly where projects are located in the markets they are intended to serve.

The long-term profitability of power sector projects, when commissioned, is partly dependent on the efficiency of their
operation and maintenance of their assets. Delayed implementation, initial complications, inefficient operations,
inadequate maintenance and similar factors may reduce the profitability of such projects, adversely affecting the ability
of our Company’s borrowers to repay its loans or service interest payments thereon. Furthermore, power sector projects
may be exposed to unplanned interruptions caused by catastrophic events such as floods, earthquakes, fires, major plant
breakdowns, pipeline or electricity line ruptures or other disasters. Operational disruption, as well as supply disruption,
could adversely affect the cash flows available from these projects. Furthermore, the cost of repairing or replacing
damaged assets could be considerable. Repeated or prolonged interruption may result in a permanent loss of customers,
substantial litigation or penalties and/or regulatory or contractual non-compliance. To the extent the risks mentioned
above or other risks relating to the power sector projects that our Company finances, materialise, the quality of our
Company’s asset portfolio and our Company’s results of operations may be adversely affected. Furthermore, as our
Company continues to expand its operations, its loans to individual projects may increase, thereby increasing its exposure
with respect to individual projects and the potential for adverse effects on our Company’s business, financial condition
and results of operations in the event these risks were to materialise.
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Further, any negative trend or financial difficulty in the Indian power sector could adversely affect our business and
financial performance.

We believe that further development of India’s power sector is dependent on regulatory framework, policies and
procedures that facilitate and encourage private and public sector investment in the power sector. Many of these policies
are evolving and their success will depend on whether they properly address the issues faced and are effectively
implemented.

Additionally, these policies will need continued support from stable and experienced regulatory regimes throughout India
that not only stimulate and encourage the continued investment of capital into power development, but also lead to
increased competition, appropriate allocation of risk, transparency and more efficient power supply and demand
management to the end consumer.

If the Central and state Governments’ initiatives and regulations in the power sector do not proceed to improve the power
sector as intended or if there is any downturn in the macroeconomic environment in India or in the power sector, our
business and financial performance could be adversely affected.

7. If inflation increases, our Company’s results of operations and financial condition may be adversely affected.

There have been periods of slowdown in the economic growth of India. India’s economic growth is affected by various
factors including domestic consumption and savings, balance of trade movements, namely export demand and
movements in key imports, global economic uncertainty and liquidity crisis, volatility in exchange currency rates and
annual rainfall. Any persisted or future slowdown in the Indian economy or a further increase in inflation could have a
material adverse effect on the price of raw materials involved in power generation and demand for our products and, as
a result, on our business and financial results. In the event that domestic inflation or global inflation increases, certain of
our Company's costs, such as salaries, which are typically linked to general price levels, may increase. Furthermore, if
interest rates in India remain high, or if the RBI continues to retain high interest rates, our Company may face increased
costs of funding. To the extent our Company cannot pass these increases in interest rates to its borrowers, its results of
operations could be adversely affected.

8. We currently fund our business in significant part through use of borrowing that have shorter maturities than
the maturities of substantially all of our new loan assets and we may be required to obtain additional financing
in order to repay our indebtedness and grow our business.

We may face potential liquidity risks due to mismatches in our funding requirements and the financing we provide to our
borrowers. In particular, a significant part of our business is funded through borrowing that have shorter maturities than
the maturities of substantially all of our new loan assets. Our Company's financial products also have maturities that
exceed the maturities of its borrowing.

To the extent our Company funds its business through the use of borrowing that have shorter maturities than the loan
assets our Company disburses, our Company's loan assets will not generate sufficient liquidity to enable it to repay its
borrowing as they become due, and our Company will be required to obtain new borrowing to repay its existing
indebtedness. There can be no assurance that new borrowing will be available on favourable terms, or available at all. In
particular, our Company is increasingly reliant on funding from the debt capital markets. The market for such funds is
competitive and our Company's ability to obtain funds on acceptable terms will depend on various factors including, in
particular, our Company's ability to maintain its credit ratings. Furthermore, our financial position may also be aggravated
if our Company's borrowers pre-pay or are unable to repay any of the financing facilities our Company grants to them.

Our company has put in place an Asset Liability Management System and constituted an Asset Liability Management
Committee ALCO headed by Director (Finance). ALCO monitors risks related to liquidity and interest rate and also
monitors implementation of decisions taken in the ALCO meetings. The Asset Liability Management framework includes
periodic analysis of long term liquidity profile of asset receipts and debt service obligations. While the liquidity risk is
being monitored with the help of Asset Liability gap analysis, the interest rate risk is managed by analysis of interest rate
sensitive gap statements. Such analysis is made on periodic basis in various time buckets and is being used for critical
decisions regarding the time, volume and maturity profile of the borrowings and creation of mix of assets and liabilities
in terms of time period (short, medium and long-term) and in terms of fixed and floating interest rates.

However, our inability to effectively manage our funding requirements and the financing we provide may also be
aggravated if our borrowers pre-pay or are unable to repay any amount due under the financing facilities granted by our
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Company. Our asset-liability management framework categorizes all interest rate sensitive assets and liabilities into
various time period categories according to contracted residual maturities or anticipated re-pricing dates, as may be
relevant in each case. The difference between the value of assets and liabilities maturing, or being re-priced, in any time
period category provides a measure of our exposure to the risk of potential changes in the margins on new or re-priced
assets and liabilities.

Any inability to obtain new borrowings, on favourable terms or otherwise, may negatively impact the profitability and
growth of our business, which could have an adverse effect on our business, financial condition and results of operations.

To ensure that we always have sufficient funds to meet our commitments, our Company maintains sufficient liquidity to
meet immediate disbursements and other obligations. At present surplus funds are invested as per the policy in financial
instruments which includes short-term deposits with banks and debt oriented liquid mutual funds, etc.

Further, as per RBI Liquidity Risk Management Framework, a liquidity buffer is required to be maintained in terms of
Liquidity Coverage Ratio (LCR) by ensuring that they have sufficient High Quality Liquid Asset (HQLA) to survive any
acute liquidity stress scenario lasting for next 30 days. The HQLA is being maintained by the company as balance with
Banks in Current Account and Fixed Deposits with Scheduled Commercial Banks and eligible securities. As of March
31, 2023, as required, PFC has maintained LCR of 70% and having sufficient HQLA.

Despite the existence of such measures, our Company’s liquidity position could be adversely affected by the development
of an asset-liability mismatch, which could have a material adverse effect on our Company’s business, prospects, results
of operations and financial condition.

9. We are in non-compliance with certain corporate governance requirements mentioned under the SEBI Listing
Regulations and Companies Act, 2013.

Our Company, being a CPSE, our directors are appointed by the President of India as per the Articles of our Company.
As on the date of this Draft Shelf Prospectus, our Company's Board comprises of seven Directors which includes three
whole time functional directors, one Government Nominee Director and three independent director. Since appointment
of directors is undertaken by the President of India through MoP, and is beyond the control of our Company, there are
vacancies in our Board of Directors, which have not been fulfilled in terms of the requirements of SEBI Listing
Regulations and consequently, we are in non-compliance with certain corporate governance requirements envisaged
under the SEBI Listing Regulations and Companies Act, 2013, each as amended.

We have in the past received notices of penalty from NSE and BSE for non-compliance of the requirement of appointment
of Independent Directors on the Board of the Company. Our Company has requested NSE and BSE for reconsideration
and withdrawal of levy of fine. In this regard, the Stock Exchange have levied the following fines:

(in)
Stock Exchange Letter/Email dated Penalty amount
NSE July 1, 2015 50,000
BSE July 10, 2015 57,000
BSE October 31, 2018 5,42,800
NSE January 31, 2019 7,59,920
BSE January 31, 2019 7,59,920
NSE May 2, 2019 7,43,400
BSE May 2, 2019 7,43,400
NSE August 19, 2019 6,37,000
BSE August 19, 2019 6,37,000
NSE November 1, 2019 5,48,000
BSE October 31, 2019 5,48,000
NSE February 3, 2020 4,60,000
BSE February 3, 2020 4,60,000
NSE July 2, 2020 4,55,000
BSE July 3, 2020 4,55,000
NSE August 20, 2020 4,55,000
BSE August 20, 2020 4,55,000
NSE November 17, 2020 4,60,000
BSE November 17, 2020 4,60,000
NSE February 15, 2021 5,66,000
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Stock Exchange Letter/Email dated Penalty amount
BSE February 15, 2021 5,66,000
NSE May 17,2021 7,44,000
BSE May 17,2021 7,44,000
NSE August 20, 2021 8,19,000
BSE August 20, 2021 8,19,000
NSE November 22, 2021 8,28,000
BSE November 22, 2021 8,28,000
NSE February 21, 2022 7,92,000
BSE February 21, 2022 7,92,000
NSE May 20, 2022 1,50,000
BSE May 20, 2022 1,50,000
NSE November 21, 2022 4,60,000
BSE November 21, 2022 4,60,000
NSE February 21, 2022 4,60,000
BSE February 21, 2022 4,60,000
NSE May 22, 2023 4,50,000

We filed our representations to both NSE and BSE, explaining the reasons for such non-compliance and have requested
withdrawal of such fines on account of the fact that the Gol appoints directors of our Company. Subsequently, BSE has
vide its email dated September 24, 2020 and April 19, 2021 waived the fines levied on our Company for non-compliance
under Regulations 17 and 19 of SEBI Listing Regulations from July 1, 2018 to December 31, 2020. . In this regard, our
Company has received a letter dated July 4, 2023 from SEBI wherein SEBI has acceded to our request for exemption
from compliance with the provisions of Regulation 5(1)(f) of the SEBI NCS Regulations to the extent of penalties levied
upon PFC by the stock exchanges for non-compliance with corporate governance norms remaining outstanding, subject
to necessary disclosures for such non-compliances under SEBI Listing Regulations in this Draft Shelf Prospectus, the
Shelf Prospectus and relevant Tranche Prospectus(es).

In addition, the Companies Act, 2013, also prescribes a penalty for non- compliance with regard to appointment of
requisite minimum number of independent directors, ranging from X 50,000 to X 5,00,000 respectively. This non-
compliance with regard to appointment of requisite minimum number of independent was beyond the control of our
Company, and our Company has/had requested the Gol from time to time to expedite the process of such appointment(s).
Our Company cannot provide any assurance that this will be rectified until the Gol appoints such directors

Further, there can be no assurance that we may not be subjected to similar penalties in the future.

Further, RoC issued a show cause notice dated June 18, 2015 under Section 172 of the Companies Act, 2013 to PFCGEL
(our erstwhile Subsidiary) and its directors who were also our Company’s then functional directors, i.e. Mr. Mukesh
Kumar Goel, CMD, Mr. Radhakrishnan Nagarajan, Director (Finance) and Mr. Anil Kumar Agarwal, Director (Projects),
for not appointing a woman director on its board of directors, in terms of provisions of section 149 of the Companies Act,
2013 read with Rule 3 of the Companies (Appointment and Qualification of Directors) Rules 2014. On July 1, 2015,
PFCGEL and its directors filed a reply to RoC. Subsequently, PFCGEL merged with our Company vide MCA order
dated February 7, 2019. While no further communication has been received from RoC, our Company cannot assure you
that no further action will be taken, or the levy of fine or penalty will be imposed by RoC in this regard.

10. Our Promoter has majority control in the Company, which enables the Promoter to influence the outcome of
matters submitted to shareholders for approval.

As on March 31, 2023, our Promoter held 55.99% stake in the equity share capital of our Company. As a result, the
President of India, acting through the MoP, will continue to exercise significant control over our Company. The President
also controls the composition of the Board and determines matters requiring shareholder approval or approval by the
Board. Our Promoter may take or block actions with respect to our Company’s business, which may conflict with our
Company’s interests or the interests of our Company’s minority shareholders. By exercising its control, the Promoter
could delay, defer or cause a change of our Company’s control or a change in our Company’s capital structure, or a
merger, consolidation, takeover or other business combination involving our Company, or discourage or encourage a
potential acquirer from making a tender offer or otherwise attempting to obtain control of our Company. In addition, as
long as the Promoter continues to exercise control over our Company, it may influence the material policies of our
Company in a manner that could conflict with the interest of our Company’s other shareholders and may take positions
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with which our Company or our Company’s other shareholders may not agree. In addition, the Promoter significantly
influences our Company’s operations both directly and indirectly through its various departments and policies in relation
to the power industry generally. In particular, given the importance of the power industry to the economy, the Promoter
could require our Company to take action designed to serve the public interest in India and not necessarily to maximise
our Company’s profits.

11. The shareholding of Government may come below 51% in our Company that may result in a change in control
of our Company.

Whilst the Government’s shareholding in our Company equals or exceeds 51%, our Company will continue to be
classified as a Government company and will be subject to various regulations, regulatory exemptions and benefits
generally applicable to public sector companies in India. As of the date of this Draft Shelf Prospectus, there is no
legislation that places a mandatory requirement on the Government to hold a minimum 51% shareholding in our Company
or a merged entity (subsequent to any merger, including any potential merger with REC, our Subsidiary).

The Cabinet Committee on Economic Affairs (CCEA) has given in-principle approval on November 20, 2019 for
reduction of GolI’s paid-up share capital below 51% in select CPSEs in India while retaining management control on a
case to case basis, taking into account the Gol’s shareholding and the shareholding of Gol controlled institutions. The
Department of Investment and Public Asset Management (DIPAM) is in the process of deciding the CPSEs for this
purpose. Therefore, the Government may sell all or part of its shares in our Company, which may result in a change in
control of our Company and which may, in turn, disqualify our Company from benefiting from certain regulatory
exemptions and other benefits that may be applicable to our Company due to it being a public sector company. If a change
of control were to occur, our Company cannot assure investors that it will have sufficient funds available at such time to
pay the purchase price of such outstanding NCDs or repay such loan, which are required to be purchased / repaid as per
their respective finance covenants, as the source of funds for any such purchase/repayment will be the available cash or
third party financing which our Company may not be able to obtain at that time.

12. Our Company is subject to credit, market and liquidity risks and, if any such risk were to materialise, our
Company’s credit ratings and its cost of funds may be adversely affected.

Our Company has put in place an asset liability management system and constituted an ALCO headed by Director
(Finance), which monitors risks related to liquidity and interest rate and also monitors implementation of decisions taken
in the ALCO meetings. The Asset Liability Management framework includes periodic analysis of long term liquidity
profile of asset receipts and debt service obligations. While the liquidity risk is being monitored with the help of Asset
Liability gap analysis, the interest rate risk is managed by analysis of interest rate sensitive gap statements. Such analysis
is made on quarterly basis in various time buckets and is being used for critical decisions regarding the time, volume and
maturity profile of the borrowings and creation of mix of assets and liabilities in terms of time period (short, medium and
long-term) and in terms of fixed and floating interest rates. Our Company maintains sufficient liquidity to meet immediate
disbursements and other obligations. At present surplus funds are invested in financial instruments as per the policy which
includes short-term deposits with banks and debt oriented liquid mutual funds etc.

We review our lending rates periodically based on prevailing market conditions, borrowing cost, yield, spread,
competitors’ rates, sanctions and disbursements. Our rupee lending interest rates is mainly made with one year/ three
year re-set clause.

The interest rate risk is managed by analysis of interest rate sensitivity gap statements, evaluation of earning at risk
(“EaR”) on change of interest and creation of assets and liabilities with the mix of fixed and floating interest rates. In
addition, our standard loan sanction documents specifically give us the right to vary interest rate on the un-disbursed
portion of any loan.

We follow a systematic institutional and project appraisal process to assess and mitigate credit risk. These processes
include a detailed appraisal methodology, identification of risks and suitable structuring and credit risk mitigation
measures. We use a range of quantitative as well as qualitative parameters as a part of the appraisal process to make an
assessment of the underlying credit risk in a project. We evaluate the credit quality of the borrowers by assigning risk
weights on the basis of the various financial and non-financial parameters. We evaluate borrowers’ eligibility criteria
with an emphasis on financial and operational strength, capability and competence.

Although we encourage certain schemes through differential lending rates, the eligibility criteria and our funding decision

is guided by the merit of the project and no funds are pre-allocated. In addition, we follow applicable provisions of RBI
prudential norms for “Systemically Important Non-Banking Financial (Non-Deposit Accepting or Holding) Companies”,
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as notified and modified from time to time. For details on applicable Concentration of Credit / Investment Norms, please
see section titled ‘Regulations and Policies’ on page 179.

Although our Company follows various risk management policies and procedures, our Company may not be able to
effectively mitigate its risk exposures in particular market environments or against particular types of risks. The
Company’s revenues and interest rate risk are dependent upon its ability to properly identify, and mark-to-market,
changes in the value of financial instruments caused by changes in market prices or rates. Our Company’s earnings are
dependent upon its effectiveness in managing credit quality and risk concentrations, the accuracy of its valuation models
and its critical accounting estimates and the adequacy of its allowances for loan losses. To the extent its assessments,
assumptions or estimates prove inaccurate or are not predictive of actual results, our Company could incur higher than
anticipated losses. The successful management of credit, market and operational risk is an important consideration in
managing our Company’s liquidity risk because it affects the evaluation of our Company’s credit ratings by rating
agencies. Our primary sources of funds include equity capital, internal resources, and domestic and foreign currency
borrowings. Domestic credit rating agencies have given our Company the following ratings, in relation to our borrowing
programmes — (i) CRISIL (a subsidiary of S&P) has granted us (a) “CRISIL AAA/Stable” rating in relation to our long
term borrowing programme, for a limit of ¥ 60,000 crore, and (b) “CRISIL Al+” rating in relation to our short term
borrowing programme, for a limit of ¥ 20,000 crore, (ii) ICRA has granted us (a) “[ICRA]JAAA (stable)” rating in relation
to our long term borrowing programme, for a limit of ¥ 60,000 crore, and (b) “[I[CRA]JA1+" rating for our short term
borrowing programme, for a limit of ¥ 20,000 crore, and (iii) CARE has granted us (a) “CARE AAA; Stable” rating in
relation to our long term borrowing programme, for a limit of ¥ 60,000 crore, and (b) “CARE A1+ rating in relation to
our short term borrowing programme, for a limit of ¥ 10,000 crore. International credit rating agencies Moody's, and
Fitch have granted our Company, the following ratings — (i) Moody’s has granted us an issuer rating of “Baa3 Stable”,
(i1) Fitch has granted us long-term issuer default rating of “BBB-/ Stable”.

Since our sources enable us to raise funds at a competitive cost, we believe we are able to price our financial products
competitively. However, rating agencies may reduce or indicate their intention to reduce the ratings at any time and there
can be no assurance that our Company may not experience such downgrade in the future. The rating agencies can also
decide to withdraw their ratings altogether, which may have the same effect as a reduction in our Company’s ratings.
Any reduction in the rating by the domestic rating agencies below the level of “A” (adequate safety) or equivalent or
withdrawal of our Company’s ratings by domestic rating agencies may make our Company ineligible to remain classified
as an IFC, increase our Company’s borrowing costs, limit our Company’s access to capital markets and adversely affect
our Company’s ability to sell or market its products, engage in business transactions, particularly longer- term and
derivatives transactions, or retain its customers. This, in turn, could reduce our Company’s liquidity and negatively impact
our Company’s financial condition and results of operations.

13. Our Company may in the future conduct additional business through joint venture(s) and strategic partnerships,
exposing our Company to certain regulatory and operating risks.

Our Company intends to continue to pursue suitable joint venture and strategic partnership opportunities in India, in
particular with companies/firms whose resources, capabilities and strategies are likely to enhance and diversify our
Company's business operations in the power sector. Our Company may not be able to identify suitable joint venture or
strategic partners or our Company may not complete transactions on terms commercially acceptable to our Company, or
may not complete transactions at all. Our Company may not be able to successfully form such alliances and ventures or
realise the anticipated benefits of such alliance and joint ventures. Furthermore, such partnerships may be subject to
regulatory approvals, which may not be received in a timely manner, or may not be received at all. In addition, our
Company's expected strategic benefits or synergies of any future partnerships may not be realised. Furthermore, such
investments in strategic partnerships may be long-term in nature and may not yield returns in the short to medium term.
Such initiatives will place significant strains on our Company's management, financial and other resources and any
unforeseen costs or losses could adversely affect its business, profitability and financial condition.

14. Some of our agreements with our lenders and our borrowers are not executed on stamp paper.

Some of our loan documents with our lenders and our borrowers are not executed on stamp paper. As per Section 35 of
Indian Stamp Act, 1899, such agreement cannot be admitted as evidence or be acted upon by any person having by law
or consent of parties, the authority to receive evidence. Upon payment of stamp duty, such agreement can be admitted as
evidence on payment of duty with which it is chargeable together with penalty of up to 10 times of such duty. In case of
any dispute, unless these agreements are adequately stamped, they are not admissible-in-evidence in the court of law. If
any dispute occurs with these lenders or clients/ borrowers with whom we have entered into unstamped agreement, then
such agreement will not be admissible-in-evidence (unless adequate stamp duty together with penalty if any is paid) and
this may have a material adverse effect on our business, results of operations and financial position.
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15. Our Statutory Auditors and previous statutory auditors of our Company have highlighted certain emphasis of
matters to their audit reports relating to their audited financial statements, which may affect our future financial

results.

The auditor’s report on the audited standalone and/or consolidated financial statements issued by respective statutory
auditors for the Fiscals 2023, 2022 and 2021, as the case may be, of our Company included the following Emphasis of

Matter:
Particulars Emphasis Of Matter Impact on Corrective
the financial | steps taken
statements |and proposed

and financial
position of
the company

to be taken by
the company

On Standalo

ne basis

As on
March 31,
2023

Emphasis of Matter:

i. We draw attention to Note 40.1.2 (iii) of the Standalone Financial
Statements regarding the provision of impairment allowance in respect
of loan assets, undisbursed letter of comfort and guarantee. The
Company has recognized expected credit loss in respect of loan assets,
undisbursed letter of comfort and guarantee as required under Ind AS
109, on the basis of documents provided by independent expert agency
appointed by the Company. Since the calculation parameters require
certain technical and professional expertise, we have relied upon the
basis of determination of impairment allowance in so far as it relates
to technical aspects/parameters considered by the said independent
expert agency and management’s judgment on the same.

Our opinion is not modified in respect of the above said matter.

Nil

Nil

As on
March 31,
2022

Emphasis of Matter:

(i) We draw attention to Note 40.1.2 (iii) of the Standalone Financial
Statements regarding the provision of impairment allowance in respect
of loan assets, undisbursed letter of comfort and guarantee. The
Company has recognized expected credit loss in respect of loan assets,
undisbursed letter of comfort and guarantee as required under Ind AS
109, on the basis of documents provided by independent expert agency
appointed by the Company. Since the calculation parameters require
certain technical and professional expertise, we have relied upon the
basis of determination of impairment allowance in so far as it relates
to technical aspects/parameters considered by the said independent
expert agency and management’s judgment on the same.

(i1) We draw attention to Note 58 of the Standalone Financial Statements
regarding the impact of COVID-19 pandemic on the Company.
Management is of the view that there are no reasons to believe that the
pandemic will have any significant impact on the ability of the
company to continue as a going concern. Nevertheless, the impact in
sight of evolvement of pandemic in future period is uncertain and
could impact the impairment allowance in future years.

Other matters:

The Standalone financial information of the Company for the year ended
31st March, 2021 included in the Standalone Financial Statements, were
audited by joint statutory auditors of the Company, one of whom was
predecessor audit firm, and they had expressed an unmodified opinion on
Standalone Financial Statements vide their report dated 15th June, 2021.

Nil

Nil
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Particulars

Emphasis Of Matter

Impact on
the financial
statements
and financial
position of
the company

Corrective
steps taken
and proposed
to be taken by
the company

March 31,
2021

Emphasis of Matter:

We draw attention to Note 57 of the Standalone Ind AS Financial
Statements regarding the impact of COVID-19 pandemic on the Company.
Management is of the view that there are no reasons to believe that the
pandemic will have any significant impact on the ability of the company
to continue as a going concern. Nevertheless, the impact in sight of
evolvement of pandemic in future period is uncertain and could impact the
impairment allowance in future years.

Our opinion is not modified in respect of the matter.
Other Matters:

The Company has recognized expected credit loss in respect of loan assets
and undisbursed letter of comfort as required under Ind AS 109, on the
basis of documents provided by independent expert agency appointed by
the Company. Since the calculation parameters require certain technical
and professional expertise, we have relied on the expected credit loss
calculation as provided by the said independent expert agency.

Our opinion on the standalone Ind AS financial statements is not modified
in respect of above matters.

Nil

Nil

On Consolid:

ated basis

March 31,
2023

Emphasis of Matters:

We draw attention to Note 46.1.2 of the Consolidated Financial
Statements regarding the provision of impairment allowance in respect of
loan assets, undisbursed letter of comfort and guarantee. The Company
and one of its subsidiaries has recognized expected credit loss in respect
of loan assets, undisbursed letter of comfort and guarantee as required
under Ind AS 109, on the basis of documents provided by independent
expert agency appointed by them. Since the calculation parameters require
certain technical and professional expertise, we have relied upon the basis
of determination of impairment allowance in so far as it relates to technical
aspects/parameters considered by the said independent expert agency and
management’s judgement on the same.

Our opinion is not modified in respect of the above said matter.
Other Matters:

a. We did not audit the Financial Statements / financial information of
two subsidiaries whose Financial Statements / financial information
reflect total assets of % 4,65,779.72 crore as at 31% March, 2023, total
revenues of X 39,614.51 crore and net cash flows amounting to X
(175.47) crore for the year ended on that date, as considered in the
consolidated Financial Statements. These Financial Statements /
financial information have been audited by other auditors whose report
has been furnished to us by the Management and our opinion on the
Consolidated Financial Statements, in so far as it relates to the amounts
and disclosures included in respect of these subsidiaries, and our report

in terms of sub-sections (3) and (11) of Section 143 of the Act, in so

Nil

Nil
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Particulars

Emphasis Of Matter

Impact on
the financial
statements
and financial
position of
the company

Corrective
steps taken
and proposed
to be taken by
the company

far as it relates to the aforesaid subsidiaries, is based solely on the
reports of the other auditors.

b. We did not audit the Financial Statements / financial information of
one subsidiary, whose unaudited Financial Statements/financial
information reflect total assets of X 1.31 crore as at 315 March, 2023,
total revenues X Nil and net cash flows amounting to ¥ Nil for the
year ended on that date, as considered in the consolidated Financial
Statements. The consolidated Financial Statements also include
unaudited financial Statements / other financial information in respect
eleven associates, whose Financial Statements reflect Group’s share of
net profit of ¥ 0.01 crore for the year ended 315 March, 2023 as
considered in the consolidated Financial Statements.

These Financial Statements / financial information are unaudited and
have been furnished to us by the Management, and our report in terms
of sub-sections (3) and (11) of Section 143 of the Act, in so far as it
relates to the aforesaid associates and jointly controlled entity, is based
solely on such unaudited Financial Statements / financial information.
In our opinion and according to the information and explanations given
to us by the Management, these Ind AS Financial Statements / financial
information are not material to the Group.

Our opinion on the Consolidated Financial Statements, and our report
on Other Legal and Regulatory Requirements below, is not modified
in respect of the above matters with respect to our reliance on the work
done by expert agency, the reports of the other auditors and the
Financial Statements / financial information certified by the
Management.

March 31,
2022

Emphasis of Matter:

(1) We draw attention to Note 46.1.2 of the Consolidated Financial
Statements regarding the provision of impairment allowance in respect
of loan assets, undisbursed letter of comfort and guarantee. The
Company and one of its subsidiaries has recognized expected credit
loss in respect of loan assets, undisbursed letter of comfort and
guarantee as required under Ind AS 109, on the basis of documents
provided by independent expert agency appointed by them. Since the
calculation parameters require certain technical and professional
expertise, we have relied upon the basis of determination of
impairment allowance in so far as it relates to technical
aspects/parameters considered by the said independent expert agency
and management’s judgment on the same.

(i1) We draw attention to Note 57 of the Consolidated Financial Statements
regarding the impact of COVID-19 pandemic on the Group.
Management is of the view that there are no reasons to believe that the
pandemic will have any significant impact on the ability of the Group
to continue as a going concern. Nevertheless, the impact in sight of
evolvement of pandemic in future period is uncertain and could impact
the impairment allowance in future years.

Our opinion is not modified in respect of the above said matters.

Nil

Nil
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Particulars

Emphasis Of Matter

Impact on
the financial
statements
and financial
position of
the company

Corrective
steps taken
and proposed
to be taken by
the company

. The consolidated Financial

Other Matters:

a. We did not audit the Financial Statements / financial information of

two subsidiaries whose Financial Statements / financial information
reflect total assets of X 4,11,090.61 crore as at 31st March, 2022, total
revenues of I 39,083.73 crore and net cash flows amounting to
(1,016.94) crore for the year ended on that date, as considered in the
consolidated Financial Statements. These Financial Statements /
financial information have been audited by other auditors whose report
has been furnished to us by the Management and our opinion on the
Consolidated Financial Statements, in so far as it relates to the amounts
and disclosures included in respect of this subsidiary, and our report in
terms of sub-sections (3) and (11) of Section 143 of the Act, in so far
as it relates to the aforesaid subsidiary, is based solely on the reports
of the other auditors.

Statements also include unaudited
financial Statements / other financial information in respect of one
jointly controlled entity and fifteen associates (including three
associates which are under process of striking off), whose Financial
Statements reflect Group’s share of net profit of X (22.40) crore for the
year ended 31st March, 2022 (upto date of cessation of joint control
for Joint venture entity), as considered in the consolidated Financial
Statements.

These Financial Statements / financial information are unaudited and
have been furnished to us by the Management, and our report in terms
of sub-sections (3) and (11) of Section 143 of the Act, in so far as it
relates to the aforesaid associates and jointly controlled entity, is based
solely on such unaudited Financial Statements / financial information.
In our opinion and according to the information and explanations given
to us by the Management, these Ind AS Financial Statements / financial
information are not material to the Group.

. The Consolidated financial information of the Company for the year

ended 31st March, 2021 included in the Consolidated Financial
Statements, were audited by joint statutory auditors of the Company,
one of whom was predecessor audit firm, and they had expressed an
unmodified opinion on Consolidated Financial Statements vide their
report dated 15th June, 2021.

Our opinion on the Consolidated Financial Statements, and our report
on Other Legal and Regulatory Requirements below, is not modified
in respect of the above matters with respect to our reliance on the work
done by expert agency, the reports of the other auditors and the
Financial Statements / financial information certified by the
Management.
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Particulars

Emphasis Of Matter

Impact on
the financial
statements
and financial
position of
the company

Corrective
steps taken
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to be taken by
the company

March 31,
2021

Emphasis of Matter:

We draw attention to Note 57 of the Consolidated Ind AS Financial
Statements regarding the impact of COVID-19 pandemic on the Group.
Management is of the view that there are no reasons to believe that the
pandemic will have any significant impact on the ability of the Group to
continue as a going concern. Nevertheless, the impact in sight of
evolvement of pandemic in future period is uncertain and could impact the
impairment allowance in future years.

Our opinion is not modified in respect of the matter.
Other Matters:

a. We did not audit the Ind AS financial statements / financial
information of one subsidiary whose financial statements / financial
information reflect total assets of X 4,00,866.87 crore as at 31st March,
2021, total revenues of ¥ 35,003.07 crore and net cash flows amounting
to X (538.47) crore for the year ended on that date, as considered in the
consolidated Ind AS financial statements. These Ind AS financial
statements / financial information have been audited by other auditors
whose report has been furnished to us by the Management and our
opinion on the Consolidated Ind AS Financial Statements, in so far as
it relates to the amounts and disclosures included in respect of this
subsidiary, and our report in terms of sub-sections (3) and (11) of
Section 143 of the Act, in so far as it relates to the aforesaid subsidiary,
is based solely on the reports of the other auditors.

b. We did not audit the Ind AS financial statements / financial
information of one subsidiary, whose unaudited Ind AS financial
statements / financial information reflect total assets of X 131.53 crore
as at 31st March, 2021, total revenues of ¥ 74.90 crore and net cash
flows amounting to X 25.90 crore for the year ended on that date, as
considered in the consolidated Ind AS financial statements. The
consolidated Ind AS Financial Statements also include unaudited
financial Statements / other financial information in respect of one
jointly controlled entity and fifteen associates, whose financial
statements reflect Group’s share of net profit of % 6.24 crore for the
year ended 31st March, 2021, as considered in the consolidated Ind AS
financial statements.

These financial statements / financial information are unaudited and
have been furnished to us by the Management, and our report in terms
of sub-sections (3) and (11) of Section 143 of the Act, in so far as it
relates to the aforesaid subsidiary, associates and jointly controlled
entity, is based solely on such unaudited Ind AS financial statements /
financial information. In our opinion and according to the information
and explanations given to us by the Management, these Ind AS
financial statements / financial information are not material to the
Group.

c. The Group has recognized expected credit loss in respect of loan assets
and undisbursed letter of comfort as required under Ind AS 109, on the
basis of documents provided by independent expert agencies

Nil

Nil
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Particulars

Emphasis Of Matter

Impact on
the financial
statements
and financial
position of

Corrective
steps taken
and proposed
to be taken by
the company

the company

appointed by the Holding Company and its subsidiary. Since the
calculation parameters require certain technical and professional
expertise, we and auditors of the subsidiary have relied on the expected
credit loss calculation as provided by the said independent expert
agencies.

Our opinion on the Consolidated Ind AS financial statements, and our
report on Other Legal and Regulatory Requirements below, is not
modified in respect of the above matters with respect to our reliance
on the work done by expert agency, the reports of the other auditors
and the Ind AS financial statements / financial information certified by
the Management.

16. Our Directors may have interests in companies/ entities similar to ours, which may result in a conflict of interest
that may adversely affect future financing opportunity referrals.

Some of our Directors have interests in other companies, which are in businesses similar to ours, which may result in
potential conflicts of interest. Potential conflicts of interest may arise out of common business objectives shared by us
and our Directors and there can be no assurance that these or other conflicts of interest will be resolved in an impartial
manner or at all. For further details, please refer to the section “Our Management” beginning on page 163.

17. We have negative cash flows from operations in recent periods. There is no assurance that such negative cash
flows from operations shall not recur in the future.

The following table sets forth information with respect to our historical cash flows (on standalone basis), including certain
negative cash flows for Fiscals 2023, 2022 and 2021:

(R in crore
Particulars Fiscal 2023 Fiscal 2022 Fiscal 2021
Net cash from operating activities (35,740,75) 6.,919.28 (17,514.68)
Net cash from investing activities (713.97) (211.39) 880.92
Net cash from financing activities 35,755.95 (9,704.60) 20,168.86
Net increase/(decrease) in cash and cash equivalents (698.77) (2,996.71) 3,535.10

Our cash outflows relating to loans and advances disbursed by our Company (net of any repayments we receive) are
reflected in our cash flow from operating activities whereas the cash inflows from external funding we procure (net of
any repayments of such funding) to disburse these loans and advances are reflected in our cash flows from financing
activities. The net cash flows from investing activities primarily represent sale and purchase of fixed assets, other
investments and interest received.

However, after taking into account all the cash flows, there is positive cash and cash equivalents balance at the end of
Fiscals 2023, 2022 and 2021, as below.

(R in crore)

Particulars Amount

Fiscal 2023 22.14
Fiscal 2022 720.91
Fiscal 2021 3,717.62

While presently our overall cash flows are positive, there is no assurance that negative cash flows from operations will
not occur in the future.

18. Setting up and operating power projects in India requires a number of approvals and permits, and the failure to

obtain or renew them in a timely manner may adversely affect the operations of our Company’s borrowers and
in turn adversely affect the quality of our Company’s loans.

34



Setting up and operating power projects requires a number of approvals, licenses, registrations and permissions. Some of
these approvals are subject to certain conditions, the non-fulfillment of which may result in revocation of such approvals.
Moreover, some of the conditions may be onerous and may require our Company’s customers to incur substantial
expenditure, specifically with respect to compliance with environmental laws. Furthermore, certain of our Company’s
borrowers’ contractors and other counterparties are required to obtain approvals, licenses, registrations and permits with
respect to the services they provide to our Company’s borrowers. Our Company’s borrowers, their contractors or any
other party may not be able to obtain or comply with all necessary licenses, permits and approvals required for the power
projects in a timely manner to allow for the uninterrupted construction or operation of the power plants, or may not
comply at all. Any failure to renew the approvals that have expired or apply for and obtain the required approvals,
licenses, registrations or permits, or any suspension or revocation of any of the approvals, licenses, registrations and
permits that have been or may be issued to our Company’s borrowers may adversely affect its operations. This in turn
could adversely affect the quality of our Company’s loans, may put our Company’s customers in financial difficulties
(which could increase the level of non-performing assets in our Company’s portfolio) and adversely affect our Company’s
business and financial condition.

19. Our Company’s business and activities are regulated by the Competition Act, 2002 (the “Competition Act”) and
any application of the Competition Act to our Company may be unfavourable or have an adverse effect on our
Company’s business, financial condition and results of operations.

The Indian Parliament has enacted the Competition Act to prevent business practices that have an appreciable adverse
effect on competition in India. Under the Competition Act, any arrangement, understanding or action in concert between
enterprises, whether formal or informal, which causes or is likely to cause an appreciable adverse effect on competition
in India is void and attracts substantial monetary penalties. Any agreement which directly or indirectly determines
purchase or sale prices, limits or controls production, shares the market by way of geographical area, market or number
of customers in the market is presumed to have an appreciable adverse effect on competition. Furthermore, if it is proved
that the contravention committed by a company took place with the consent or involvement or is attributable to any
neglect on the part of, any director, manager, secretary or other officer of such company, that person shall be guilty of a
contravention and liable to be punished.

If our Company is affected, directly or indirectly, by any provision of the Competition Act or its application or
interpretation, including any enforcement proceedings initiated by the Competition Commission of India (“Competition
Commission”), and any adverse publicity that may be generated due to scrutiny or prosecution by the Competition
Commission, it may have a material adverse effect on our Company’s business, financial condition and results of
operations.

20. Changes in legislation, including tax legislation, or policies applicable to our Company could adversely affect our
Company’s results of operations.

Our business and operations are governed by various laws and regulations. Our business and financial performance could
be materially adversely affected by any change in laws or interpretations of existing laws, or the promulgation of new
laws, rules and regulations applicable to our business. Unfavorable changes in or interpretations of existing, or the
promulgation of new, laws, rules and regulations including foreign investment laws governing our Company’s business,
operations and group structure may result in our Company being deemed to be in contravention of such laws. The
Government or state governments could implement new regulations and policies, which could require us to obtain
approvals and licences from the Government and other regulatory bodies or impose onerous requirements and conditions
on our operations. Our Company may incur increased costs and other burdens relating to compliance with such new
requirements, which may also require significant management time and other resources. Any such changes and the related
uncertainties with respect to the implementation of the new regulations as well as any failure to comply may have a
material adverse effect on our business, prospects, financial condition and results of operations. Uncertainty in the
applicability, interpretation or implementation of any amendment to, or change in, governing law, regulation or policy,
including by reason of an absence, or a limited body of administrative or judicial precedent may be time consuming as
well as costly for our Company to resolve and may impact the viability of its current business or restrict its ability to
grow its business in the future.

Tax and other levies imposed by the central and state governments in India that affect our Company’s tax liability include
central and state taxes and other levies, income tax, stamp duty and other special taxes and surcharges which are
introduced on a temporary or permanent basis from time to time. Moreover, the central and state tax scheme in India is
extensive and subject to change from time to time. Any tax amendments from time to time may affect the overall tax
efficiency of companies operating in India and may result in significant additional taxes becoming payable. Additional
tax exposure could adversely affect our Company’s business and results of operations.
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As the taxation system undergoes changes, the effect of such changes on the financial system may not be determined and
there can be no assurance that such effects would not adversely affect our business, prospects, financial condition and
results of operations. At present, our Company has the benefit of the deductions under Sections 36(1) (viia) (c) and 36(1)
(viii) of the Income Tax Act. The Government of India is in the process of bringing Direct Tax Code which may review
exemption / deductions available to companies. Non-availability of deduction under Sections 36(1) (viia) (c) and 36(1)
(viii) of the Income Tax Act may increase our tax liability.

Additionally, we are subject to the SEBI Listing Regulations, which was notified by the Securities and Exchange Board
of India on September 2, 2015. The SEBI Listing Regulations have brought into effect changes to the framework
governing listed companies, including the introduction of certain additional requirements such as the disclosure of
material events or information, and making prior notifications of certain proposals to raise funds. The requirement for
compliance with such applicable regulations presents a number of risks, particularly in areas where applicable regulations
may be subject to varying interpretations. Further, if the interpretations of the regulators and authorities are different, we
may be subject to penalties and our business could be adversely affected. Furthermore, to ensure compliance with the
requirements of the SEBI Listing Regulations, we may need to allocate additional resources, which may increase our
regulatory compliance costs and divert management attention.

21. We have granted loans to private sector borrowers on a non-recourse or limited recourse basis, which increases
the risk of non-recovery and may adversely affect our financial condition.

As of March 31,2023, 3 72,731.95 crore or 17.21% of our total outstanding loans were to private sector borrowers. Under
the terms of our loans to private sector borrowers, our loans are secured by project assets, and in certain cases, we also
obtain additional collateral in the form of a pledge of shares by the relevant promoter, or sponsor guarantee. We intend
to increase our exposure to private sector borrowers in the future. The ability of such borrowers to perform their
obligations under our loans will depend primarily on the financial condition and results of the relevant projects, which
may be affected by many factors beyond the borrowers’ control, including competition, operating costs, regulatory issues
and other risks. If borrowers with non-recourse or limited recourse loans were to be adversely affected by these or other
factors and were unable to meet their obligations, the value of the underlying assets available to repay the loans may
become insufficient to pay the full principal and interest on the loans, which could expose us to significant losses.

22. The escrow account mechanism and the trust and retention account arrangements implemented by us as a quasi-
security mechanism in connection with the payment obligations of our borrowers may not be effective, which
could adversely affect our financial condition and results of operations.

Our Company uses escrow accounts as a credit enhancement mechanism for certain of its public sector borrowers that
do not meet certain of its credit risk criteria. As of March 31, 2023, 84.05% of our outstanding loans to state and Central
sector borrowers involved escrow account mechanism. Similarly, in the case of private sector borrowers, security is
typically obtained through a first priority pari passu charge on the relevant project assets, and through a trust and retention
account mechanism.

The escrow account mechanism and the trust and retention account arrangements are effective in the event that revenue
from the end users or other receipts, as applicable, is received by our borrowers and deposited in the relevant escrow
accounts or trust and retention accounts. Although we monitor the flow into the escrow accounts and trust and retention
accounts, we do not have any arrangement in place to ensure that such revenue is actually received or deposited in such
accounts and the effectiveness of the escrow account mechanism and the trust and retention account arrangements is
limited to that extent. In the event that end users do not make payments to our borrowers, the escrow account mechanism
and the trust and retention account arrangements will not be effective in ensuring the timely repayment of our loans,
which may adversely affect our financial condition and results of operations. In addition, as we diversify our loan
portfolio and enter into new business opportunities, we may not be able to implement such or similar quasi-security
mechanisms or arrangements and there can be no assurance that even if such mechanisms and arrangements are
implemented, they will be effective.

23. We are involved in a number of legal proceedings that, if determined against us, could adversely impact our
business and financial condition.

Our Company, Subsidiaries or our Group Companies are party to various legal proceedings. These legal proceedings are
pending at different levels of adjudication before various courts, tribunals, statutory and regulatory authorities/ other
judicial authorities, and if determined against our Company, Subsidiaries or our Group Companies , could have an adverse
impact on the business, financial condition and results of operations of our Company. No assurances can be given as to
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whether these legal proceedings will be decided in our favour or have no adverse outcome, nor can any assurance be
given that no further liability will arise out of these claims. For further details, please section “Outstanding Litigations
and other Confirmations” on page 502.

24. Our borrowers’ insurance of assets may not be adequate to protect them against all potential losses to which they
may be subject, which could affect our ability to recover the loan amounts due to us.

Under our loan agreements, where loans are extended on the basis of charge on assets, our borrowers are required to
create a charge on their assets in our favour in the form of hypothecation or mortgage or both. In addition, terms and
conditions of the loan agreements require our borrowers to maintain insurance against damage caused by any disasters
including floods, fires, earthquakes or theft on their charged assets as collateral against the loan granted by us. However,
in most cases our borrowers do not have the required insurance coverage, or they have not renewed the insurance policies
or the amount of insurance coverage may be less than the replacement costs of all covered property and is therefore
insufficient to cover all financial losses that our borrowers may suffer. In the event the assets charged in our favour are
damaged, it may affect our ability to recover the loan amounts due to us.

25. Volatility in interest rates affects our Company’s lending operations and may result in a decline in our Company’s
net interest income and net interest margin and adversely affect our Company’s return on assets and profitability.

The Company’s business is primarily dependent on interest income from its lending operations, which contributed
approximately 94.23%, 94.31% and 94.60%, of its total income in Fiscal 2023, Fiscal 2022 and Fiscal 2021, respectively.
In addition, as of March 31, 2023, 76.35% of our Company’s borrowing were at fixed rates while the remaining were at
floating rates (i.e., linked to the MCLR/RBI Repo rate and other market benchmarks), compared to 76.98% of our
Company’s loan assets which carry interest rates with one year/ three year reset clause. The primary interest rate-related
risks our Company faces are from timing differences in the pricing of our Company’s assets and liabilities, for example,
in an increasing interest rate environment, our Company’s liabilities are priced prior to its assets being priced, our
Company may incur additional liabilities at a higher interest rate and incur a repricing risk, or in the event that there is
an adverse mismatch between the repricing terms of our Company’s loan assets and its loan liabilities. Interest rates are
highly sensitive to many factors beyond our Company’s control, including the monetary policies of the RBI, deregulation
of the financial sector in India, domestic and international economic and political conditions and other factors. When
interest rates decline, our Company is subject to greater re-pricing and pre-payment risks as borrowers may take
advantage of the attractive interest rate environment. If our Company re-prices loans, our Company’s results may be
adversely affected in the period in which the re-pricing occurs. If borrowers prepay loans, the return on our Company’s
capital may be impaired as any prepayment premium our Company receives may not fully compensate our Company for
the redeployment of such funds elsewhere. In addition, while our Company sets the interest rate under its loans and also
typically has the option to reset the rate to our Company’s prevailing lending rates in accordance with the terms of the
relevant loans, mainly yearly or every three years, this flexibility is also subject to the borrower’s ability to prepay the
loan and refinance with another lender. When interest rates rise, it results in an increase of interest rates for our Company’s
borrowing and given that a majority of our Company’s loans are subject to one/three year re-set clauses, our Company
may not be able to re-price the loans or increase the interest rates with respect to such loans during such period, which
could have a material adverse effect on our Company’s results of operations and financial condition. In addition, as a
non-deposit taking NBFC, our Company may be more susceptible to such increases in interest rates than some of our
Company’s competitors such as commercial banks or deposit taking NBFCs that have access to lower cost funds. The
Company’s results of operations are therefore dependent on various factors that are indirectly affected by the prevailing
interest rate and lending environment, including disbursement and repayment schedules for our Company’s loans, the
terms of such loans including interest rate reset terms as well as the currency of such loans and any exchange gains or
losses relating thereto. In addition, the value of any interest rate hedging instruments our Company may enter into in the
future may be affected by changes in interest rates. There can be no assurance that our Company will be able to adequately
manage its interest rate risk and be able to effectively balance the proportion and maturity of its interest earning assets
and interest bearing liabilities in the future. Although, our net interest margin has been at 3.36% in Fiscal 2023, 3.62%
in Fiscal 2022 and 3.54% in Fiscal 2021, however, a decline in our net interest margin in the future can have a material
adverse effect on our business, financial condition and results of operations.

26. As an NBFC and an IFC, we are required to adhere to certain individual and borrower group exposure limits
prescribed by the RBI. Any change in the regulatory regime may adversely affect our business, financial condition
and results of operations.

We are a systemically important non-deposit taking NBFC and are subject to various regulations by the RBI as an NBFC.

With effect from July 28, 2010, our Company has been classified as an IFC by the RBI. This classification is subject to
certain conditions including (i) a minimum of 75% of the total assets of such IFC should be deployed in infrastructure
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loans (as defined under Master Direction - Non-Banking Financial Company - Systemically Important Non-Deposit
taking Company and Deposit taking Company (Reserve Bank) Directions, 2016), (ii) net owned funds of X 300 crore or
more, (iii) a minimum credit rating of “A” or an equivalent credit rating of CRISIL, ICRA, CARE, Fitch, Brickwork
Rating India Private Limited or equivalent rating by any other credit rating agency accredited by RBI, and (iv) CRAR of
15% with a minimum tier I capital of 10%. Tier I capital for such purposes means owned funds as reduced by investment
in shares of other NBFCs and in shares, debentures, bonds, outstanding loans and advances including hire purchase and
lease finance made to and deposits with subsidiaries and companies in the same group exceeding, in aggregate, 10% of
the owned fund and perpetual debt instruments issued by a non-deposit taking NBFC in each year to the extent it does
not exceed 15% of the aggregate tier I capital of such company as of March 31 of the previous accounting year.

As per RBI’s SBR Framework, the credit concentration limits need to be calculated based on Tier I Capital from October
1, 2022 as against owned funds. RBI vide its letter dated March 20, 2023 has, inter-alia, directed the Company to reckon
Tier I Capital as on March 31st (based on annual results) while computing exposure. However, during the year, for the
purpose of credit concentration limits, the Company has worked out the owned fund / Tier I Capital based on quarterly
financial results till March 21, 2023. As on March 31, 2023, the exposure of the Company to Private / Government Sector
entities are within the RBI’s prescribed credit concentration limits.

As prescribed under RBI’s SBR Framework, following credit concentrations limits are being followed by our Company:

Concentration of Credit / Investment Norms Limit (as a percentage of Tier I Capital)
- Single borrower/ party 25%
- Single group of borrowers/ parties 40%

In addition to above:

- An NBFC may exceed the concentration of credit/ investment norms, by 5% for any single party and by 10% for a
single group of parties, if the additional exposure is on account of infrastructure loan and/or investment.

As of March 31, 2023, the CRAR of our Company was 24.37%. The exposure limits as prescribed by RBI are being
followed by our Company in case of private sector borrowers. Any inability to continue being classified as an IFC may
impact our growth plans by affecting our competitiveness. As an IFC, we will have to constantly monitor our compliance
with the necessary conditions, which may hinder our future plans to diversify into new business lines. In the event we
are unable to comply with the eligibility condition(s), we may be subject to regulatory actions by the RBI and/ or
cancellation of our registration as an IFC. Any levy or fines or penalties or the cancellation of our registration as IFC
may adversely affect our business prospects, results of operations and financial condition.

In addition, our ability to borrow from various banks may be restricted under guidelines issued by the RBI imposing
restrictions on banks in relation to their exposure to NBFCs. According to the RBI, a bank’s exposure to a single NBFC
will be restricted to 20 percent of their Tier-1 capital. However, based on the risk perception, more stringent exposure
limits in respect of certain categories of NBFCs may be considered. Banks’s exposure to a group of connected NBFCs
or group of connected counterparties having NBFCs in the group will be restricted to 25 percent of their Tier I capital.
The above exposure limits are subject to all other instructions in relation to bank’s exposures to NBFCs. Banks may also
consider fixing internal limits for their aggregate exposure to the power sector put together. Although we do not believe
such exposure limits have had any adverse effects on our own liquidity, however, any change in regulatory regime may
result in a situation where individual lenders from whom we currently borrow may not be able to continue to provide us
funds.

As we grow our business and increase our borrowing, we may face similar limitations with other lenders, which could
impair our growth and interest margins and could therefore have a material adverse effect on our business, financial
condition, results of operations.

27. We have been granted exemption in case of Central/ State sector entities from applying exposure limits prescribed
by the RBI until March 31, 2023. We cannot assure you that such exemption will continue to be granted by RBI,
in which event it may adversely affect our business.

RBI has exempted our Company from applying RBI exposure norms in Central / State sector entities till March 31, 2022.
Further, RBI vide its letter dated August 24, 2022 has allowed the existing exposure of Central/State Government entities
of the Company as on date of letter to run off till maturity without invoking any regulatory violation.

As per RBI’s SBR Framework, the credit concentration limits need to be calculated based on Tier I Capital from October
1, 2022 as against owned funds. RBI vide its letter dated March 20, 2023 has, inter-alia, directed the Company to reckon
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Tier I Capital as on March 31st (based on annual results) while computing exposure. However, during the year, for the
purpose of credit concentration limits, the Company has worked out the owned fund / Tier I Capital based on quarterly
financial results till March 21, 2023. As on March 31, 2023, the exposure of the Company to Private / Government Sector
entities are within the RBI’s prescribed credit concentration limits.

As prescribed under RBI’s SBR Framework, following credit concentrations limits are being currently followed by our
Company:

Concentration of Credit / Investment Norms Limit (as a percentage of Tier I Capital)

Single borrower/ party 25%

Single group of borrowers/ parties 40%

In addition to above:

An NBFC may exceed the concentration of credit/ investment norms, by 5% for any single party and by 10% for a single
group of parties, if the additional exposure is on account of infrastructure loan and/or investment.

28. If our contingent liabilities and commitments materialize, they could adversely affect our business, financial
condition and results of operations.

As ofMarch 31,2023, we had contingent liabilities and commitments amounting to X 2,788.57 crore, including ¥ 2,427.96
crore in the form of letters of comfort issued to borrowers’ banks in connection with letters of credit, and other contingent
liabilities and commitments of ¥ 360.61 crore. If any or all of these contingent liabilities materialize, our financial
condition could be adversely affected.

29. If the level of non-performing assets in our loan portfolio were to increase, our financial condition would be
adversely affected.

In the past, our gross Stage III Assets (under Ind AS) have been as indicated below:

Particulars as of Gross Stage III Assets (X in crore) As a % of total loan assets
March 31, 2023 16,501.65 3.91%
March 31, 2022 20,915.28 5.61%
March 31, 2021 21,150.16 5.70%

The Companies (Indian Accounting Standards) Rules, 2015, as amended, has with effect from April 1, 2018 introduced
classification of previously termed non-performing assets or NPAs as Stage III Assets as per IND AS principals. We
have made provisioning for Stage III assets or non-performing assets accordingly. In addition, we may, from time to
time, amend our policies regarding asset classification of our loans which may increase our Stage III assets. Further, in
terms of the Stressed Asset Framework, failure to resolve stressed assets in a timely manner may lead to higher
provisioning being made for such stressed assets. This in turn may adversely affect our Stage III assets. There can be no
assurances that the classification norms for our loans would not be subject to further change in the future, including on
account of changes to accounting policies. Any further changes in classification or provisioning parameters may require
additional provisions to be made in our accounts and additional actions to be taken by us, which we may not be able to
in a timely manner or at all. Additionally, if we are not able to prevent increases in our level of Stage III assets, our
business and our future financial condition could be adversely affected.

30. We may fail to obtain certain regulatory approvals in the ordinary course of our business in a timely manner or
at all, or to comply with the terms and conditions of our existing regulatory approvals and licences, which may
have a material adverse effect on the continuity of our business and may impede our effective operations in the
future.

We usually require certain regulatory approvals, sanctions, licences, registrations and permissions for operating our
businesses. We may not receive or be able to renew such approvals in the time frames anticipated by us or at all, which
could adversely affect our business. If we do not receive, renew or maintain such regulatory approvals required to operate
our business, the same may have a material adverse effect on the continuity of our business and may impede our effective
operations in the future. Additionally, any historical or future failure to comply with the terms and conditions of our
existing regulatory or statutory approvals may cause us to lose or become unable to renew such approvals.

We are subject to periodic inspection by the RBI under Section 45N of the RBI Act, pursuant to which the RBI inspects
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our books of accounts and other records for the purpose of verifying the correctness or completeness of any statement,
information or particulars furnished to the RBI. RBI, in its last inspection report for the financial year ended March 31,
2022, has indicated certain observations with respect to, inter alia, non-compliance with the provisions of SEBI Listing
Regulations due to inadequate representation of independent directors in audit committee and nomination and
remuneration committee, requisite amount not spent on CSR activities during Fiscal 2022, internal audit, control gaps,
interest rate risks liquidity ratio, management and other supervisory concerns, etc. We have responded to all the
observations of RBI and as on date, no penalties have been levied by RBI. Further, as on date, RBI inspection report for
the period 2022-23 has not been released to the Company. We cannot assure you that the RBI will not find any
deficiencies in future inspections or the RBI will not make similar or other observations in the future. Imposition of any
penalty or adverse findings by the RBI during the ongoing or any future inspections may have an adverse effect on our
business, results of operations, financial condition and reputation.

31. The power sector in India is regulated by Gol, and our business and operations are directly or indirectly dependent
on Gol policies and support, which make us susceptible to any adverse developments in such Gol policies and
support.

We are a Government company operating in a regulated industry, and the Gol (being a principal shareholder holding
55.99% as on March 31, 2023, of our paid up equity share capital), acting through the MoP, exercises significant influence
on key decisions relating to our operations, including with respect to the appointment and removal of members of our
Board, and can determine various corporate actions that require the approval of our Board or majority shareholders,
including proposed budgets, transactions with other Government companies or Gol entities and agencies, and the
assertion of any claim against such entities. The Gol has also issued directions in connection with the payment of
dividends by Government companies.

The power sector in India and our business and operations are regulated by, and are directly or indirectly dependent on,
the Gol policies and support for the power sector. The Gol has implemented various financing schemes and incentives
for the development of power sector projects, and we, like other Government companies, are responsible for the
implementation of, and providing support to, such Gol schemes and initiatives. We may therefore be required to follow
public policy directives of the Gol by providing financing for specific projects or sub-sectors in the public interest which
may not be consistent with our commercial interests. In addition, we may be required to provide financial or other
assistance and services to public sector borrowers and Gol and other Government agencies in connection with the
implementation of such Gol initiatives, resulting in diversion of management focus and resources from our core business
interests. Any developments in Gol policies or in the level of direct or indirect support provided to us or our borrowers
by the Gol in these or other areas could adversely affect our business, financial condition and results of operations.

32. Volatility in foreign exchange and un-hedged foreign currency could adversely affect our Company’s financial
conditions and results of operations.

As of March 31, 2023, we had foreign currency borrowing outstanding of USD 5,841 million, JPY 1,32,381 Million and
EUR 932 million, the total of which was equivalent to X 64,686.39 crore or 17.4% of our total borrowing. We may
continue to be involved in foreign currency borrowing and lending in the future, which will further expose us to
fluctuations in foreign currency rates. Our Company has put in place a policy for management of risks on foreign currency
borrowings, to manage risks associated with foreign currency borrowing. However, there is no assurance that it will
remain effective over a period of time. Our Company enters into hedging transactions to cover exchange rate and interest
rate risk through various instruments like currency forward, option, principal swap, interest rate swap and forward rate
agreements. As of March 31, 2023, we had entered into hedging transaction to cover 82% of our foreign currency
principal exposure having residual maturity period of up to five years. Volatility in foreign exchange rates could adversely
affect our business and financial performance. We are also affected by adverse movements in foreign exchange rates to
the extent they impact our borrowers negatively, which may in turn impact the quality of our exposure to these borrowers.
Foreign lenders may also impose conditions more onerous than domestic lenders.

In addition, although our Company engages in hedging transactions to manage interest rate and foreign exchange currency
rate risks, our Company’s hedging strategy may not be successful in minimising its exposure to these fluctuations. Our
Company faces the risk that the counterparties to its hedging activities may fail to honour their contractual obligations to
our Company. This may result in our Company not being able to net off its positions and hence reduce the effectiveness
of our Company’s hedges. Non- performance of contracts by counterparties may lead to our Company in turn not being
able to honour its contractual obligations to third parties. This may subject our Company to, among others, legal claims
and penalties.
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33. Certain financing arrangements provided by us to state utilities of the erstwhile unified state of Andhra Pradesh
continue to be secured by assets which are required to be bifurcated between the states of Andhra Pradesh and
Telangana and the Union Territories of Jammu and Kashmir and Ladakh, which is pending finalisation.
Difficulties associated with the transfer of assets may lead to imperfection of the security for loans granted by us,
which may affect our ability to recover such loans and affect our financial condition.

Pursuant to the notification regarding bifurcation of State of Andhra Pradesh and Telangana, the final transfer scheme is
yet to be notified, duly indicating the transfer of assets and liabilities among the power utilities, action for execution of
documentation formalities will be taken up in respect of all the outstanding loans with the new / name changed utilities.
Till that time, the demand for payment of interest and principal is being segregated inter-se by the utilities of the two
states on an ad hoc basis and the respective portions are being paid by utilities in the states of Telangana and Andhra
Pradesh. The loans given by us to the state utilities of the erstwhile unified state of Andhra Pradesh, prior to the
bifurcation, continue to remain secured by the assets created out of the said loans and the said loans continue to remain
secured until the bifurcated states perform the actions required to be done as per the bifurcation scheme. Any difficulties
in the transfer of assets between the states of Andhra Pradesh and Telangana, may lead to imperfection of the security for
loans granted by us and may also inflict difficulties in us enforcing such security at subsequent stages, if required.

Further, after the bifurcation of the State of Jammu and Kashmir into two Union territories, Jammu and Kashmir and
Ladakh, the existing entities pertaining to the erstwhile state of Jammu and Kashmir have been restructured vide
unbundling order dated October 23, 2019. The addendums to the agreements with new restructured departments are yet
to be executed. Pending the execution of such documents, the existing loans are being serviced/repaid in line with the
existing loan agreement.

Any such failure to perfect security creation, may affect our ability to recovery amounts lent under such facilities and
such failure to recover amounts may adversely affect our financial condition.

34. If we are unable to manage our growth effectively, our business and financial results could be adversely affected.

Our total loan assets increased from X 3,70,770.99 crore as of March 31, 2021 to % 4,22,497.73 crore as of March 31,
2023. We intend to continue to grow our business, which could place significant demands on our operational, credit,
financial and other internal risk controls. It may also exert pressure on the adequacy of our capitalization, making
management of asset quality increasingly important.

We intend to fund our asset growth primarily by the issuance of new debt. We may have difficulty in obtaining funding
on attractive terms. Adverse developments in the Indian credit markets, such as increase in interest rates, may
significantly increase our debt service costs and the overall cost of our funds.

Any inability to manage our growth effectively on favourable terms could have a material adverse effect on our business
and financial performance. Because of our growth and the long gestation period for power sector investments, our
historical financial statements may not be an accurate indicator of our future financial performance.

As part of its growth strategy, our Company has expanded its focus areas to include renewable energy projects, and
projects that represent forward and backward linkages to core power sector projects, including capital equipment for the
power sector, fuel sources for power generation projects and related infrastructure development, as well as power trading
initiatives. In addition, our Company intends to expand its business and service offerings in consultancy and other fee-
based services, debt syndication and equity investments. Our Company also intends to continue to develop strategic
partnerships and alliances, and evaluate new business opportunities related to the power sector in India. Pursuing any
strategic business opportunities may require capital resources and additional regulatory approvals. Our Company has
limited knowledge and experience with respect to financing and other opportunities in these business expansion areas,
and competition, applicable regulatory regimes and business practices applicable to these areas and opportunities may
differ significantly from those faced by our Company in its current operations. In addition, if our Company decides to
expand inorganically in these strategic areas, it may not be able to achieve expected synergies from, or achieve the
strategic purpose of, any such acquisition, or achieve operational integration or the expected return on its investment.
There can be no assurance that our Company will be able to implement, manage or execute its growth strategy efficiently
or in a timely manner or at all, which could adversely affect its business, prospects, financial condition and results of
operations. Our Company’s Board has approved a plan to set up a private equity fund to invest in power projects and
forward and backward linkages to the core power sector projects. Our Company has limited experience in private equity,
and competition and applicable regulatory regimes and business practices applicable to this area may differ significantly
from those faced by our Company in its current operations. This venture may not be successful, which could adversely
affect our Company’s business, prospects, financial condition and results of operations.
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Our Company has recently forayed into the financing to Logistic and Infrastructure sectors. Since this is a new area of
financing and our Company has no previous experience of financing in these sectors, we ,may not be able to generate
sufficient level of income/ profitability in such business or achieve desired growth. This may adversely affect our
financial condition, and result of operations.

35. We might not be able to develop or recover costs incurred on our Ultra Mega Power Projects, and our failure to
do so may have an adverse effect on our profitability.

We have been appointed as the nodal agency for the development of UMPPs, each with a contracted capacity of 4,000
MW or more. As of March 31, 2023, a total of 19 Special Purpose Vehicles (SPVs) have been incorporated as wholly-
owned subsidiaries for 14 UMPPs. Out of these, 4 UMPPs were transferred to the successful bidders and 4 UMPPs are
closed. These SPVs have been established to undertake preliminary site investigation activities necessary for conducting
the bidding process for these projects and also to undertake preliminary studies and obtain necessary linkages, clearances,
land and approvals, including for water, land and power sale arrangements, prior to transfer of the projects to successful
bidders. The objective is to transfer these SPVs to successful bidders, through a tariff based international competitive
bidding process, who will then implement these projects, on payment of development costs incurred by each SPV. Our
Company has and is likely to continue to incur expenses in connection with these SPVs. There may be delays in the
development of such UMPPs or we may be unable to transfer these UMPPs due to various factors, including
environmental issues, resistance by local residents, changes in related laws or regulatory frameworks, or our inability to
find a developer for such projects. In addition, we may not be able to fully recover our expenses from the successful
bidder, which may result in financial loss to us, which could adversely affect our financial condition and results of
operations.

36. Our agreements regarding investments in other companies contain restrictive covenants, which limit our ability
to transfer our shareholding in such ventures.

Our Company has entered into certain share subscription and shareholders agreements, in respect of certain entities
promoted by us or in which we have invested. As we hold minority interests in each of these companies, our partners will
have control over such companies (except to the extent agreed under the respective agreements). These partnerships are
dependent on cooperation of our partners and subject to risk of non-performance by our partners of their obligations. Any
disputes that may also arise between our partners and us may cause delays in completion or the suspension or
abandonment of the venture. Further, though our agreements confer rights on us, our partners have certain decision-
making rights that may limit our flexibility to make decisions relating to such business, and may cause delays or losses.
Under the terms of the relevant agreements our Company is not permitted to transfer its shareholding in the joint
venture(s) to a third party for a specified lock-in period, and such agreements also contain “Right of First Refusal”
provisions, by virtue of which our Company is required, post-expiry of the relevant lock-in periods, to offer its
shareholding in such joint ventures to the other parties to these agreements in proportion to their shareholding in these
ventures, prior to offering its shareholding for sale to third parties. Such covenants limit our ability to make optimum use
of our investments or exit these joint ventures and thereby liquidating our investments at our discretion, which may have
an adverse impact on our financial condition.

37. We benefit from certain tax benefits available to us as a lending institution. If these tax benefits are no longer
available to us it would adversely affect our business, financial condition and results of operations.

We have received and currently receive tax benefits by virtue of our status as a lending
institution, including our lending within the infrastructure sector, which have enabled us to reduce our effective tax rate.
In Financial Years 2022-23, 2021-22 and 2020-21 our effective tax liability, calculated on the basis of our tax liability
(excluding deferred taxes) as a percentage of taxable profit before deductions mentioned above, was 19.16%, 19.18%
and 17.74%, respectively, compared to statutory corporate tax rates (including surcharge and cess) of 25.168%, 25.168%
and 25.168% respectively in such periods. The availability of such tax benefits is subject to the policies of the Gol, and
there can be no assurance as to any or all of these tax benefits that we will receive or continue to receive in the future. If
the laws or regulations regarding these tax benefits are amended, our taxable income and tax liability may increase/
decrease, which may have an impact on our financial condition and results of operations.

38. We may make equity investments in the power sector in the future, and such investments may erode/ depreciate.
We may make equity investments in the power sector either directly or indirectly. As of March 31, 2023, our investments

in equity and equity linked instruments were valued at % 16,292.82 crore. For example, on March 28, 2019, we acquired
a 52.63% equity stake in REC Limited from the Gol. Besides, we make equity investments in project SPVs, however,
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we have limited/no control over the activities of these project SPVs. The value of these investments depends on the
success and continued viability of these businesses. In addition to the project-specific risks described in the above risk
factors, we have limited control over the operations or management of these businesses. Therefore, our ability to realize
expected gains as a result of our equity interest in a business is highly dependent on factors outside our control. Write-
offs or write-downs in respect of our equity investments may adversely affect our financial performance.

Our Company may also be unable to realise any value if the company in which our Company invests does not have a
liquidity event, such as a sale of the business, recapitalization or public offering, which would allow our Company to sell
the underlying equity interest. In addition, the ability of these investee companies to make dividend payments is subject
to applicable laws and regulations in India relating to payment of dividends. Furthermore, equity investments in power
sector projects may be less liquid and involve a longer holding period than traditional private equity investments. Such
investments may not have any readily ascertainable market value, and the value of investments reflected in our
Company’s financial statements may be higher than the values obtained by our Company upon the sale of such
investments.

39. Any default in repayment of our borrowing would trigger payment to some or all of the other borrowing obtained
by our Company, which would have a material adverse effect on the liquidity position, cash flows, business and
results of operation of our Company

Our Company has given cross default covenants in few of its borrowings which means that if our Company defaults in
any of its obligations under a loan, the loan which has the cross default clause will also become payable even if there is
no breach of covenant or default of payment on such loan. Any default on some of our Company’s loans may also trigger
cross-defaults under some of our Company’s other loans, which would have a material adverse effect on our Company’s
liquidity, cash flows, business and results of operations.

40. Our success depends in large part upon our management team and skilled personnel and our ability to attract
and retain such persons. The loss of key personnel may have an adverse effect on our business, results of
operations, financial condition and ability to grow.

Our future performance depends on the continued service of our management team and skilled personnel. We also face
a continuous challenge to recruit and retain a sufficient number of suitably skilled personnel, particularly as we continue
to grow. There is significant competition for management and other skilled personnel in our industry, and it may be
difficult to attract and retain the personnel we need in the future. While, we have employee friendly policies, including
an incentive scheme to encourage employee retention, the loss of key personnel may have an adverse effect on our
business, results of operations, financial condition and ability to grow.

41. We have entered and may enter into certain transactions with related parties, which may not be on an arm’s
length basis or may lead to conflicts of interest.

We have entered and may enter into transactions with related parties, including our Directors. There can be no assurance
that we could not have achieved more favourable terms on such transactions had they not been entered into with related
parties. Furthermore, it is likely that we will enter into related party transactions in the future. There can be no assurance
that such transactions, individually or in the aggregate, will not have an adverse effect on our financial condition and
results of operations. The transactions we have entered into and any future transactions with related parties have involved
or could potentially involve conflicts of interest. For details of related party transactions in the last three financial years,
please refer to section titled “Financial Information™ beginning on page 198.

Our subsidiary, PFCCL, is engaged in the consultancy services business, and our own constitutional documents permit
us to engage in similar business, and there is no relationship agreement or similar arrangement currently in place between
PFCCL and us, which may result in potential conflicts of interest.

42. We have received an order from the RoC in relation to non-compliance with certain provisions of the Companies
Act, which if determined against us, could adversely impact our business and financial condition.

Under Section 234 (1) of the Companies Act, 1956, the RoC issued an order on July 24, 2013 to our Company requiring
us to furnish information and/or explanation on certain issues pertaining to our financial statements for Fiscal 2008 to
Fiscal 2012, where the RoC had observed that our Company had prima facie contravened certain provisions of the
Companies Act, 1956 read with Accounting Standards which include, inter alia, the accounts of our Company not being
prepared on an accrual basis, incomplete disclosures in the balance sheet, overstatement of profit, classification of
doubtful debts as good, not reflecting true and fair view, non-compliance with ICAI suggestions on creation of deferred
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tax liability on special reserve for the period 2001-02 to 2003-04 by charging the profit and loss account and crediting
the reserve.

In addition, the RoC had asked our Company to furnish certain documents and details including details of the issue on
infrastructure bonds including the objects of raising such funds, utilization of funds raised through the issue, unutilized
amount and where such utilized amounts been invested, among others. Our Company gave a detailed response on August
30, 2013 to the RoC order, explaining with reasons and documents infer alia that there were no contraventions of the
provisions of Companies Act, 1956 or Accounting Standards, nor are there was any wilful misstatement, the classification
of the assets as standard was in accordance with the prudential norms of our Company, non-creation of deferred tax
liability on special reserve was in line with the letter dated June 2, 2009 of the Accounting Standard Board of the ICAI.
Further, the details of issues of infrastructure bonds were also furnished in our letter dated August 30, 2013. RoC, vide
letter dated October 10, 2014 forwarded their comments to MoP on our response and clarification, who in turn had asked
for the comments of our Company, vide MoP letter dated October 31, 2014. Our Company had furnished reply to MoP
on December 12, 2014. The MoP, vide letter dated April 27, 2015 asked our Company to place the observations of the
RoC before the Board of our Company. The Board had considered and ratified our Company’s reply dated August 30,
2013 to the RoC order. This was informed to MoP vide our letter dated June 2, 2015. Thereafter, there was no further
query or communication from RoC. For further details please refer to the section titled “Outstanding Litigations” on page
502.

If the alleged contraventions are determined against us, our Company and its officers in default may be subjected to fines
and penalties and our officers in default may be subjected to imprisonment, in accordance with the Companies Act, 1956,
which may have a material adverse impact on the business and financial condition of our Company.

While presently no penalties have been levied on us nor any adverse action has been taken by RoC with respect to the
alleged contraventions, we cannot assure you that such action will not be taken in the future.

43. Our insurance may not be adequate to protect us against all potential losses to which we may be subject.

We maintain insurance for our physical assets such as our office and residential properties against standard fire and
special perils (including earthquake). In addition, we maintain a group personal accident insurance as well as Directors'
and officers' insurance policy. However, the amount of our insurance coverage may be less than the replacement cost of
such property and may not be sufficient to cover all financial losses that we may suffer should a risk materialize. If we
were to incur a significant liability for which we were not fully insured, it could have a material adverse effect on our
results of operations and financial position.

In addition, in the future, we may not be able to maintain insurance of the types or in the amounts which we deem
necessary or adequate or at premiums which we consider acceptable. The occurrence of an event for which we are not
adequately or sufficiently insured, or the successful assertion of one or more large claims against us that exceed available
insurance coverage, or changes in our insurance policies (including premium increases or the imposition of large
deductible or co- insurance requirements), could have a material and adverse effect on our business, financial condition,
results of operations, and cash flows.

44. We may fail to obtain certain regulatory approvals in the ordinary course of our business in a timely manner or
at all, or to comply with the terms and conditions of our existing regulatory approvals and licenses, which may
have a material adverse effect on the continuity of our business and may impede our effective operations in the
future.

We require certain regulatory approvals, sanctions, licenses, registrations and permissions for operating and expanding
our business. We may not receive or be able to renew such approvals in the time frames anticipated by us, or at all, which
could adversely affect our business. If we do not receive, renew or maintain the regulatory approvals required to operate
our business, it may have a material adverse effect on the continuity of our business and may impede our effective
operations in the future.

In addition to the numerous conditions required for the registration as a NBFC with the RBI, we are required to maintain
certain statutory and regulatory permits and approvals for our business. In the future, we will be required to renew such
permits and approvals and obtain new permits and approvals for any proposed operations. There can be no assurance that
the relevant authorities will issue any of such permits or approvals in the time-frame anticipated by us or at all. Failure
by us to renew, maintain or obtain the required permits or approvals may result in the interruption of our operations and
may have a material adverse effect on our business, financial condition and results of operations.
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Further, the RBI has not provided for any ceiling on interest rates that can be charged by non-deposit taking NBFCs.
There may be future changes in the regulatory system or in the enforcement of the laws and regulations, including policies
or regulations or legal interpretations of existing regulations, relating to or affecting interest rates, taxation, inflation or
exchange controls, that could have an adverse effect on non-deposit taking NBFCs. In addition, we are required to make
various filings with the RBI, the RoC and other relevant authorities pursuant to the provisions of RBI regulations,
Companies Act, 2013 and other regulations. If we fail to comply with these requirements, or a regulator claims we have
not complied with such requirements, we may be subject to penalties. Moreover, these laws and regulations can be
amended, supplemented or changed at any time such that we may be required to restructure our activities and incur
additional expenses in complying with such laws and regulations, which could materially and adversely affect our
business. In addition, any historical or future failure to comply with the terms and conditions of our existing regulatory
or statutory approvals may cause us to lose or become unable to renew such approvals.

45. We are subject to stringent labour laws, thus making it difficult for us to maintain flexible human resource
policies, which could have an adverse effect on our business, financial condition and results of operations.

India has stringent labour legislation that protects the interests of workers, including legislation that sets forth detailed
procedures for employee removal and dispute resolution, and imposes financial obligations on employers. This makes it
difficult for our Company to maintain flexible human resource policies, discharge employees or downsize, which though
not quantifiable, may adversely affect our Company’s business and profitability. Our Company has a registered trade
union under the Trade Unions Act, 1926. Although our Company considers its relations with its employees to be stable,
as on March 31, 2023, 3.66% of our employees are unionised and although our Company has not lost any time on account
of strikes or labour unrest to date, our Company’s failure to effectively negotiate with union or other legitimate union
activity could result in work stoppages. Any such work stoppage, though not quantifiable, could have an adverse effect
on our Company’s business, financial condition and results of operations.

46. Some of the properties taken on lease by us may have certain irregularities in title, as a result of which our
operations may be impaired.

Our Company has taken property on lease for its regional office and it is possible that the lease for such property may
not be renewed on favourable terms. The property may not have been constructed or developed in accordance with local
planning and building laws and other statutory requirements. In addition, there may be certain irregularities in title in
relation to some of our Company’s owned/leased properties. For example, some of the agreements for such arrangements
may not have been duly executed and/or adequately stamped or registered in the land records of the local authorities or
the lease deeds may have expired and not yet been renewed. Since registration of land title in India is not centralised and
has not been fully computerised, the title to land may be defective as a result of a failure on the part of our Company, or
on the part of a prior transferee, to obtain the consent of all such persons or duly complete stamping and registration
requirements. The uncertainty of title to land may impede the processes of acquisition, independent verification and
transfer of title, and any disputes in respect of land title to which our Company may become party may take several years
and considerable expense to resolve if they become the subject of court proceedings. Any such dispute, proceedings or
irregularities may have an impact on the operation of our Company’s business.

47. We have not entered into any definitive arrangements to utilise the net proceeds of the Issue towards the objects
of this Issue.

We intend to utilize the net proceeds raised through this Issue for the purpose of onward lending, financing / refinancing
the existing indebtedness of our Company, and/or debt servicing (payment of interest and/or repayment / prepayment of
interest and principal of existing borrowings of our Company), and for general corporate purposes. Our Company has
not entered into any definitive agreements for utilization of the net proceeds towards the objects of this Issue.

48. We may become liable for the acts or omissions of external consultants engaged by our Company or our
Subsidiaries.

One of our Subsidiaries i.e. PFCCL provides consultancy services and undertakes execution of consultancy assignments
in the power sector for its clients. For these purposes, it also engages external consultants. Our Company also engages
external consultants in the course of its business to assist in the conduct of the bidding process, among others. In the event
that any acts or omissions of these external consultants may result in professional negligence or breach of contract, our
Company may become liable to its clients or third parties for the acts or omissions of such external consultants, which
could have an adverse effect on our Company’s business, financial condition and results of operations.
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49. There is a significant risk due to changes in environmental norms being followed for the thermal power projects.
With our Company’s main focus financing of thermal projects, it may pose problems in future.

With the adoption of norms provided for the climate conservation in line with the global parameters there may be risk
for the environmental norms being followed for the thermal power projects which is our Company’s major focus in
financing of power generation projects. This may pose a problem in the future sanctions/ disbursements and also the
timely implementation of these power projects. Consequently, any delay in implementation of these projects will have
adverse impact on the financials of our Company.

50. Security of our Company’s IT systems may fail and adversely affect our Company’s business, operations,
financial condition and reputation.

Our Company is dependent on the effectiveness of its information security policies, procedures and capabilities to protect
its computer and telecommunications systems, and the data such systems contain or transmit. An external information
security breach, such as a hacker attack, fraud, a virus or worm, or an internal problem with information protection, such
as a failure to control access to sensitive systems, could materially interrupt our Company’s business operations or cause
disclosure or modification of sensitive or confidential information. Our Company’s operations also rely on the secure
processing, storage and transmission of confidential and other information in its computer systems and networks. Our
Company’s computer systems, software and networks may be vulnerable to unauthorised access, computer viruses or
other malicious code and other events that could compromise data integrity and security. Although our Company
maintains procedures and policies to protect its IT systems, such as a data back-up system, disaster recovery and a
business continuity system, any failure of our Company’s IT systems as mentioned above could result in business
interruption, material financial loss, regulatory actions, legal liability and harm to our Company’s reputation.
Furthermore, any delay in implementation or disruption of the functioning of our Company’s IT systems could disrupt
its ability to track, record, process financial information or manage creditors/debtors or engage in normal business
activities.

B. RISKS RELATING TO THE INDIAN ECONOMY
51. A slowdown in economic growth in India could adversely impact our business.

Any slowdown in the Indian economy or in the growth of the industry to which we provide financing or future volatility
in global commodity prices could adversely affect our borrowers and the growth of their businesses, which in turn could
adversely affect our business, results of operations and financial condition.

India’s economy could be adversely affected by a general rise in interest rates, currency exchange rates, adverse
conditions affecting agriculture, commodity and electricity prices or various other factors, including pandemics. Further,
conditions outside India, such as slowdowns in the economic growth of other countries, could have an impact on the
growth of the Indian economy, and government policy may change in response to such conditions.

A loss in investor confidence in the financial systems, particularly in other emerging markets, may cause increased
volatility in Indian financial markets. The International Monetary Fund has provided a list of downside risk factors,
including mounting trade tensions, rising interest rates, political uncertainty and complacent financial markets. This and
any prolonged financial crisis may have an adverse impact on the Indian economy, thereby resulting in a material adverse
effect on our business, financial condition and results of operations.

52. Any downgrading of India’s debt rating by an international rating agency could have a negative impact on our
Company’s business.

Our Company is rated by international rating agencies namely, Fitch and Moody’s for its foreign currency borrowing (i)
Moody’s has granted us long term local and foreign currency Issuer rating of “Baa3 Stable”, and (ii) Fitch has granted us
long-term foreign currency issuer default ratings of “BBB-/Stable”.

There can be no assurance that these ratings will not be further revised, suspended or withdrawn by Moody’s, or Fitch or
that international rating agencies will also not downgrade India’s credit ratings.

Any adverse revisions to India’s credit ratings for domestic and international debt by international rating agencies may
adversely impact our Company’s ability to raise additional financing in the international markets, and the interest rates
and other commercial terms at which such additional financing is available. This could have a material adverse effect on
our Company’s business and future financial performance, our Company’s ability to obtain financing for providing
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finance to the power sector.

53. Climate change and health epidemics could have a negative impact on the Indian economy and could cause our
business to suffer.

Our business could be materially and adversely affected by the outbreak of public health epidemics, pandemic, endemic
or the fear of such an outbreak, in India or elsewhere. In January 2020, an outbreak of a strain of coronavirus, COVID-
19, which has spread globally, with cases recorded in various parts of the globe including China, Australia, Italy, Iran,
Japan, South Korea, UAE, Thailand, the United States and India, among other countries. On January 30, 2020, the World
Health Organization declared the COVID-19 outbreak a health emergency of international concern. Governments around
the world had to impose a number of measures designed to contain the outbreak, including business closures, travel
restrictions, quarantines, lockdown and cancellations of gatherings and events. This in turn has impacted the operation
of businesses, reduced regional travels and trade and lowered industrial production and consumption demand. If the
outbreak of any of these epidemics, pandemics, endemics or other severe epidemics, continues for an extended period,
occurs again and/or increases in severity, it could have an adverse effect on economic activity worldwide, including India,
and could materially and adversely affect our business, financial condition, cash flows and results of operations.
Similarly, any other future public health epidemics in India could materially and adversely affect our business, financial
condition, cash flows, results of operations and prospects.

54. A decline in India’s foreign exchange reserves may affect liquidity and interest rates in the Indian economy,
which could adversely impact our Company’s financial condition.

A decline in India’s foreign exchange reserves could impact the value of the Rupee and result in reduced liquidity and
higher interest rates, which could adversely affect our Company’s future financial condition. Alternatively, high levels
of foreign funds inflow could add excess liquidity to the system, leading to policy interventions, which would also allow
slowdown of economic growth. In either case, an increase in interest rates in the economy following a decline in foreign
exchange reserves could adversely affect our Company’s business, prospects, financial condition and results of
operations.

55. Private participation in the power sector in India is dependent on the continued growth of the Indian economy
and regulatory developments in India. Any adverse change in policy/ implementation/ industry demand may
adversely affect us.

Although the power sector is rapidly growing in India, we believe that further development of this sector is dependent
upon the formulation and effective implementation of regulations and policies that facilitate and encourage private sector
investment in power projects. Many of these regulations and policies are evolving and their success will depend on
whether they are designed to adequately address the issues faced and are effectively implemented. In addition, these
regulations and policies will need continued support from stable and experienced regulatory regimes that not only
stimulate and encourage the continued investment of private capital into power projects, but also lead to increased
competition, appropriate allocation of risk, transparency, and effective dispute resolution. The availability of private
capital and the continued growth of the private power sector in India are also linked to continued growth of the Indian
economy. Many specific factors in the power sector may also influence the success of power projects, including changes
in policies, regulatory frameworks and market structures. Any adverse change in the policies relating to the power sector
may leave us with unutilized capital and interest and debt obligations to fulfil. If the Central and state Governments’
initiatives and regulations in the power sector do not proceed in the desired direction, or if there is any downturn in the
macroeconomic environment in India, our business prospects, financial condition and results of operations could be
adversely affected. In addition, it is generally believed that demand for power in India will increase in connection with
expected increases in India's GDP. However, there can be no assurance that demand for power in India will increase to
the extent we expect or at all. In the event demand for power in India does not increase as anticipated, the extent to which
we are able to grow our business by financing the growth of the power sector would be limited and this could have a
material adverse effect on our business, financial condition and results of operations.

56. Significant shortages in the supply of crude oil, natural gas or coal could adversely affect the Indian economy
and the power sector projects to which we have exposure, which could adversely affect our Company.

India imports majority of its requirements of crude oil. Crude oil prices are volatile and are subject to a number of factors,
such as the level of global production, and political factors such as war and other conflicts, particularly in the Middle
East, where a substantial proportion of the world’s oil and natural gas reserves are located. Future increases in oil prices
could affect the Indian economy, including the power sector, and the Indian banking and financial system. High oil prices
could also add to inflationary pressures in the Indian economy. Additionally, increases in oil prices may have a negative
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impact on the power sector and related industries. This could adversely affect our business, including our ability to grow,
the quality of our asset portfolio, our financial performance and our ability to implement our strategy.

In addition, natural gas is an important input for power projects. India has experienced interruptions in the availability of
natural gas, which has caused difficulties in these projects in the past. India’s natural gas demand has been mainly affected
by (i) lower availability; (ii) price affordability; (iii) inadequate transmission and distribution infrastructure; and (iv)
limited gas import facilities. Continued difficulties in obtaining a reliable and consistent supply of natural gas could
adversely affect some of the projects we finance and could impact the quality of our asset portfolio and our financial
performance.

Furthermore, the Indian power sector has been suffering generation loss due to a shortage of coal (domestic and
imported). Continued shortages of fuel could adversely affect some of the projects we finance and could impact the
quality of our asset portfolio, which in turn could have a material adverse effect on our business, financial condition and
results of operations.

57. Economic developments and volatility in securities markets in other countries may negatively affect the Indian
economy.

The Indian securities market and the Indian economy are influenced by economic and market conditions in other
countries. Although economic conditions are different in each country, investors’ reactions to developments in one
country can have adverse effects on the securities of companies in other countries, including India. A loss of investor
confidence in the financial systems of other emerging markets may cause volatility in Indian financial markets and,
indirectly, in the Indian economy in general. Any worldwide financial instability could also have a negative impact on
the Indian economy, including the movement of exchange rates and interest rates in India.

The global credit and equity markets have experienced substantial dislocations, liquidity disruptions and market
corrections. The collapse of the sub-prime mortgage loan market in the United States that began in September 2008 led
to increased liquidity and credit concerns and volatility in the global credit and financial markets in following Fiscal
years. The European sovereign debt crisis has led to renewed concerns for global financial stability and increased
volatility in debt and equity markets. These and other related factors such as concerns over recession, inflation or
deflation, energy costs, geopolitical issues, slowdown in economic growth in China and Renminbi (Chinese Yuan)
devaluation, commodity prices and the availability and cost of credit have had a significant impact on the global credit
and financial markets as a whole, including reduced liquidity, greater volatility, widening of credit spreads and a lack of
price transparency in the United States and global credit and financial markets.

In the event that the current difficult conditions in the global financial markets continue or if there are any significant
financial disruptions, this could have an adverse effect on our Company’s cost of funding, loan portfolio, business, future
financial performance and the trading price of any NCDs issued pursuant to the Issue. Negative economic developments,
such as rising Fiscal or trade deficits, or a default on national debt in other emerging market countries may also affect
investor confidence and cause increased volatility in Indian securities markets and indirectly affect the Indian economy
in general.

58. Political instability or changes in Gol could delay the liberalization of the Indian economy and adversely affect
economic conditions in India generally, which could impact our financial results and prospects.

Our Company is incorporated in India, derives its revenues from operations in India and all its assets are located in India.
Consequently, our Company’s performance may be affected by interest rates, Government policies, taxation, social and
ethnic instability and other political and economic developments affecting India. The Gol has traditionally exercised and
continues to exercise significant influence over many aspects of the Indian economy. Our Company’s business, may be
affected by changes in the Gol’s policies, including taxation. Current macro-economic situations and global conditions
might lead to a gradual departure from an accommodative fiscal and monetary policy, which would affect exchange rates
and interest rates. Such events could also affect India’s debt rating, our Company’s business, its future financial
performance and the trading price of the NCDs.

59. Difficulties faced by other financial institutions or the Indian financial sector generally could cause our business
to suffer.

We are exposed to the risks consequent to being part of the Indian financial sector. This sector in turn may be affected

by financial difficulties and other problems faced by Indian financial institutions. Certain Indian financial institutions
have experienced difficulties during recent years, and some co- operative banks have also faced serious financial and
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liquidity difficulties in the past. Any major difficulty or instability experienced by the Indian financial sector could create
adverse market perception, which in turn could adversely affect our business and financial performance.

60. Terrorist attacks, civil unrest and other acts of violence or war involving India and other countries could adversely
affect the financial markets and our business.

Terrorist attacks and other acts of violence or war may negatively affect the Indian markets in which our securities trade
and also adversely affect the worldwide financial markets. These acts may also result in a loss of business confidence,
make travel and other services more difficult and eventually adversely affect our business. Any deterioration in relations
between India and its neighbouring countries may result in actual or perceived regional instability. Events of this nature
in the future could have a material adverse effect on our ability to develop our operations. As a result, our business,
prospects, results of operations and financial condition could be materially adversely affected by any such events.

61. Natural calamities could have a negative impact on the Indian economy and cause our business to suffer.

India has experienced natural calamities such as earthquakes, tsunamis, floods and droughts in the past few years.
Prolonged power outages, spells of below normal rainfall in the country or other natural calamities could have a negative
impact on the Indian economy, affecting our business and potentially causing the trading price of the NCDs to decrease.
The extent and severity of these natural disasters determine their impact on the Indian economy. Such unforeseen
circumstances of sub-normal rainfall and other natural calamities could have a negative impact on the Indian economy,
especially on the rural areas, which could adversely affect our business, financial condition and results of operations.

62. There may be other changes to the regulatory framework that could adversely affect us.

We are under the administrative control of the MoP and a number of our activities are subject to supervision and
regulation by statutory authorities including the RBI and the SEBI. We are also subject to policies/procedures of Gol
departments such as the MoF, MCA and DPE. In addition, our borrowers in the power sector are subject to supervision
and regulation by the CEA, CERC and SERCs. Furthermore, we are subject to changes in Indian law as well as to changes
in regulation and Government policies and accounting principles. We also receive certain benefits and takes advantage
of certain exemptions available to us as a public financial institution under Section 2(72) of the Companies Act, 2013
and as a systemically important non-deposit taking NBFC (Middle Layer) that are also IFCs under the RBI Act. In
addition, the statutory and regulatory framework for the Indian power sector has undergone a number of changes in recent
years and the impact of these changes is yet to be seen. The Electricity Act puts in place a framework for major reforms
in the sector. Furthermore, there could be additional changes in the manner of determination of tariff and other policies
and licensing requirements for, and tax incentives applicable to, companies in the power sector. Presently, we are not
aware of the nature or extent of any future review and amendment of the Electricity Act and rules and policies issued
thereunder, and it is possible that any amendments may have an adverse impact on our business, financial condition and
results of operations. Applicable laws and regulations governing our borrowers and us could change in the future and any
such changes could adversely affect our business, financial condition and results of operations.

63. Direct capital market access by our borrowers could adversely affect us.

The Indian capital markets are developing and maturing and, as such, there may be a shift in the pattern of power sector
financing. Financially stronger SPUs might source their fund requirement directly from the market. We have large
exposure to SPUs and such changes may have an adverse impact on our business, financial condition and results of
operations.

64. Recent global economic conditions have been unprecedented and challenging and have had, and continue to
have, an adverse effect on the Indian financial markets and the Indian economy in general, which has had, and
may continue to have, a material adverse effect on our business, financial condition and results of operations.

Recent global market and economic conditions have been unprecedented and challenging with tighter credit conditions
and recession in most major economies. Continued concerns about the systemic impact of potential long-term and wide-
spread recession, energy costs, geopolitical issues, the availability and cost of credit, and the global housing and mortgage
markets have contributed to increased market volatility and diminished expectations for western and emerging
economies.

As a result of these market conditions, the cost and availability of credit has been and may continue to be adversely

affected by illiquid credit markets and wider credit spreads. Concern about the stability of the markets generally and the
strength of counterparties specifically has led many lenders and institutional investors to reduce, and in some cases, cease
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to provide credit to businesses and consumers. These factors have led to a decrease in spending by businesses and
consumers alike and corresponding decreases in global infrastructure spending and commodity prices. Continued
turbulence in the United States, Europe and other international markets and economies and prolonged declines in business
consumer spending may adversely affect our liquidity and financial condition, and the liquidity and financial condition
of our customers, including our ability to refinance maturing liabilities and access the capital markets to meet liquidity
needs.

These global market and economic conditions have had, and continue to have, an adverse effect on the Indian financial
markets and the Indian economy in general, which may continue to have a material adverse effect on our business and
our financial performance.

C. RISKS RELATING TO THE NCDS

65. There has been no active market for the NCDs and it may not develop in the future, and the price of the NCDs
may be volatile. The secondary market for debentures may be illiquid; limited or sporadic trading of non-
convertible securities of the Company on the Stock Exchange.

The NCDs may be very illiquid, and no secondary market may develop in respect thereof. Even if there is a secondary
market for the NCDs, it is not likely to provide significant liquidity. Potential investors may have to hold the NCDs until
redemption to realize any value.

The NCDs have no established trading market. There can be no assurance that an active market for the NCDs will develop
or be sustained. If an active market for the NCDs fails to develop or be sustained, the liquidity and market prices of the
NCDs may be adversely affected. The market price of the NCDs would depend on various factors inter alia including (i)
the interest rate on similar securities available in the market and the general interest rate scenario in the country, (ii) the
market price of our Equity Shares, (iii) the market for listed debt securities, (iv) general economic conditions, and, (v)
our financial performance, growth prospects and results of operations. The aforementioned factors may adversely affect
the liquidity and market price of the NCDs, which may trade at a discount to the price at which you purchase the NCDs
and/or be relatively illiquid.

66. There is no guarantee that the NCDs issued pursuant to this Issue will be listed on the Stock Exchange in a timely
manner, or at all.

In accordance with Indian law and practice, permissions for listing and trading of the NCDs issued pursuant to this Issue
will not be granted until after the NCDs have been issued and allotted. Approval for listing and trading will require all
relevant documents, including execution of a debenture trust deed and security documents and a certificate to be obtained
from the Debenture Trustee, to be submitted and carrying out of necessary procedures with the Stock Exchange. While
our Company has not been refused listing of any security during last three years by any of the stock exchange in India or
abroad, there could be a failure or delay in listing the NCDs on the Stock Exchange for reasons unforeseen. If permission
to deal in and an official quotation of the NCDs is not granted by the Stock Exchange, our Company will forthwith repay,
with interest, all monies received from the Applicants in accordance with prevailing law in this context, and pursuant to
this Draft Shelf Prospectus. There is no assurance that the NCDs issued pursuant to this Issue will be listed on the Stock
Exchange in a timely manner, or at all.

67. You may not be able to recover, on a timely basis or recover at all, the full value of the outstanding amounts and/
or the interest accrued thereon, in connection with the NCDs.

Our ability to pay interest accrued on the NCDs and/or the principal amount outstanding from time to time in connection
therewith would be subject to various factors inter alia including our financial condition, profitability and the general
economic conditions in India and in the global financial markets. We cannot assure you that we would be able to repay
the principal amount outstanding from time to time on the NCDs and/or the interest accrued thereon in a timely manner
or at all. Although our Company will create appropriate security in favour of the Debenture Trustee for the NCD Holders
on the assets adequate to ensure 100% (One Hundred per cent.) asset cover for the NCDs, it is the duty of the Debenture
Trustee to monitor that the security is maintained, the realisable value of the assets charged as security, when liquidated,
may be lower than the outstanding principal and/or interest accrued on the NCDs, depending on the market scenario
prevalent at the time of enforcement of the security. Further, as the NCDs will be secured by way of first pari passu
charge through hypothecation of the book debts/receivables (excluding the receivables on which a specific charge has
already been created by the Company), any shortfall in our receivables, owing to any factor, including factors beyond
our control, could lead to insufficiency of security, at the time of enforcement, which in turn may adversely affect the
ability of the NCD holders to receive the amounts secured by the NCDs. Any such shortfall in receivables or failure or
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delay to recover receivables charged as security in connection with the NCDs could expose the NCD Holder(s) to a
potential loss.

68. The rights over the Security provided will not be granted directly to holders of the NCDs.

The rights over the Security securing the obligations of our Company under the NCDs and the Debenture Trust Deed will
not be granted directly to the NCD holders, but will be granted only in favour of the Debenture Trustee. As a consequence,
NCD holders will not have direct security and will not be entitled to take enforcement action in respect of the security
for the NCDs, except through the Debenture Trustee.

69. Any downgrading in our credit rating or the credit rating of the NCDs may affect the trading price of the NCDs
and our ability to raise funds.

CRISIL (a subsidiary of S&P) has granted us (a) “CRISIL AAA/Stable” rating in relation to our long term borrowing
programme, for a limit of ¥ 60,000 crore, and (b) “CRISIL Al+” rating in relation to our short term borrowing
programme, for a limit of X 20,000 crore for Fiscal 2024 vide its letter dated March 30, 2023, revalidated as on June 08,
2023, (ii) ICRA has granted us (a) “[[CRA]JAAA (stable)” rating in relation to our long term borrowing programme, for
a limit of X 60,000 crore, and (b) “[ICRA]JA1+” rating for our short term borrowing programme, for a limit of ¥ 20,000
crore, for Fiscal 2024, by its letter dated March 28, 2023, revalidated as on June 22, 2023 and (iii) CARE has granted us
(a) “CARE AAA,; Stable” rating in relation to our long term borrowing programme, for a limit of % 60,000 crore, and (b)
“CARE A1+ rating in relation to our short term borrowing programme, for a limit of ¥ 10,000 crore for Fiscal 2024, by
its letter dated March 31, 2023 revalidated as on June 21, 2023. International credit rating agencies Moody's, and Fitch
have granted our Company, the following ratings — (i) Moody’s has granted us an issuer rating of “Baa3 Stable”, (ii)
Fitch has granted us long-term issuer default rating of “BBB-/ Stable”.

These ratings may be suspended, withdrawn or revised at any time. Any revision or downgrading in the credit rating may
lower the trading price of the NCDs and may also affect our ability to raise further debt. For the rationale for these ratings,
see Annexure A of this Draft Shelf Prospectus.

70. Payments made on the NCDs will be subordinated to certain tax and other liabilities preferred by law.

The NCDs will be secured by way of first pari passu charge through hypothecation of the book debts/receivables
(excluding the receivables on which a specific charge has already been created by the Company). However, the NCDs
will be subordinated to certain liabilities preferred by law such as to claims of the Gol on account of taxes, and certain
liabilities incurred in the ordinary course of our transactions. In particular, in the event of bankruptcy, liquidation or
winding-up, our assets will be available to pay obligations on the NCDs only after all of those liabilities that rank senior
to these NCDs have been paid. In the event of bankruptcy, liquidation or winding-up, there may not be sufficient assets
remaining, after paying amounts relating to these proceedings, to pay amounts due on the NCDs. Further, there is no
restriction on the amount of debt securities that we may issue that may rank above the NCDs. The issue of any such debt
securities may reduce the amount recoverable by investors in the NCDs on our bankruptcy, winding-up or liquidation.

71. The NCDs are not guaranteed by the Republic of India.

The NCDs are not the obligations of, or guaranteed by, the Republic of India. Although the Government owned 55.99%
of our Company’s issued and paid up share capital as of March 31, 2023, the Government is not providing a guarantee
in respect of the NCDs. In addition, the Government is under no obligation to maintain the solvency of our Company.
Therefore, investors should not rely on the Government ensuring that our Company fulfils its obligations under the NCDs.

72. Legal investment considerations may restrict certain investments

The investment activities of certain investors are subject to investment laws and regulations, or review or regulation by
certain authorities. Each potential investor should consult its legal advisers to determine whether and to what extent (i)
the NCDs are legal investments for it, (ii) the NCDs can be used as collateral for various types of borrowing and (iii)
other restrictions apply to its purchase or pledge of the NCDs.

73. The NCDs are subject to the risk of change in law.

The terms and conditions of the NCDs are based on Indian law in effect as of the date of issue of the relevant NCDs. No

assurance can be given as to the impact of any possible judicial decision or change to Indian law or administrative practice
after the date of issue of the relevant NCDs and any such change could materially and adversely impact the value of any
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NCDs affected by it.

74. Some of the information included in this Draft Shelf Prospectus has been prepared by third parties and may be
inaccurate or outdated.

This Draft Shelf Prospectus includes information on the Indian economy and the Indian power industry taken from third
parties, which our Company believes is reliable. However, the information taken from third parties and included in this
Draft Shelf Prospectus may be inaccurate and outdated, and our Company makes no representation or warranty, express
or implied, as to the accuracy or completeness of this information. Statements from third parties that involve estimates
are subject to change, and actual amounts may differ materially from those included in this Draft Shelf Prospectus. Our
Company also cannot provide any assurance that the third parties have used correct or sound methodology to prepare the
information included in this Draft Shelf Prospectus.

75. The Issuer, being a listed company is not required to maintain debenture redemption reserve (“DRR”).

The Equity Shares of the Company are listed on BSE and NSE. In accordance with amendments to the Companies Act,
2013, and the Companies (Share Capital & Debentures) Rules 2014, read with the SEBI NCS Regulations, a listed
company (as defined under Companies Act, 2013) is not required to maintain DRR for issuance of debentures. Hence,
investors shall not have the benefit of reserve funds to cover the re-payment of the principal and interest on the NCDs.

76. There may be a delay in making refund/ unblocking of funds to Applicants.

We cannot assure you that the monies refundable to you/ unblocked in your ASBA account, on account of (i) you not
being a successful allottee, (ii) withdrawal of your applications, (ii) our failure to receive minimum subscription in
connection with the Base Issue, (iii) withdrawal of the Issue, or (iv) failure to obtain the final approval from BSE for
listing of the NCDs, will be refunded to you in a timely manner. We, however, shall refund / unblock such monies, with
the interest due and payable thereon (in case of any delays) as prescribed under applicable statutory and/or regulatory
provisions.
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SECTION III - INTRODUCTION
GENERAL INFORMATION

Our Company was incorporated as Power Finance Corporation Limited on July 16, 1986 as a public limited company
under the Companies Act, 1956 with CIN L65910DL1986G01024862 and was granted a certificate of commencement of
business on December 31, 1987. We were incorporated by the Gol in order to finance, facilitate and promote power sector
development in India with the President of India, acting through the MoP, holding 100% of our paid up equity share capital
at the time of incorporation. The President of India, acting through the MoP, held 55.99% of our paid-up Equity Share
capital as on March 31, 2023. The registered office of our Company is “Urjanidhi”, 1, Barakhamba Lane, Connaught
Place, New Delhi 110 001. Our Company is a systemically important non-deposit taking non-banking financial company
(“NBFC”) registered with the Reserve Bank of India (“RBI”) under section 45 IA of the RBI Act, 1934 bearing
registration number 14.00004 dated February 10, 1998. On July 28, 2010, our Company was classified as an Infrastructure
Finance Company (“IFC”) vide registration certificate number B-14.00004. Our Company was also conferred with the
‘Mini Ratna’ (Category — I) status on September 15, 1998 and on June 22, 2007, our Company was notified as a Navratna
company by the Government of India (“GoI”). Further, on October 12,2021, our Company was conferred with Maharatna
status by the Gol.

For further details in relation to the changes in our name, constitution, registration with the RBI and our Company’s main
objects, see “History and Main Objects” on page 153.

Registration:

Corporate Identification Number: L65910DL1986G01024862
Legal Entity Identifier: 3358003Q6DILIIIZ1614
RBI registration number: B-14.00004

Permanent Account Number: AAACP1570H

Registered Office and Corporate Office

Power Finance Corporation

“Urjanidhi”, 1, Barakhamba Lane,

Connaught Place, New Delhi — 110 001, India.
Tel: + 91 11 2345 6000

Fax: + 91 11 2341 2545

Website: www.pfcindia.com

Email: publicissue2324@pfcindia.com

For further details regarding changes to our Registered Office, see “History and Main Objects” on page 153.

Address of the Registrar of Companies
The Registrar of Companies,

Delhi and Haryana

4% Floor, IFCI Tower, 61, Nehru Place
New Delhi 110 019, India

Tel: +91 11 2623 5703/ 2623 5708

Fax: +91 11 2623 5702

E-mail: roc.delhi@mca.gov.in

Liability of the members of the Company - Limited by shares
Director (Finance)* with additional in charge of CMD

Mrs. Parminder Chopra

‘Urjanidhi’, 1, Barakhamba Lane

Connaught Place

New Delhi — 110 001, India

Tel: +91 11 2345 6912

Email: directorfinance@pfcindia.com

*The Director (Finance) as part of her role carries out the functions of the chief financial officer.
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Company Secretary and Compliance Officer

Mr. Manish Kumar Agarwal
“Urjanidhi””,

1, Barakhamba Lane,

Connaught Place,

New Delhi — 110 001, India.

Tel: +91 11 2345 6787

Email: publicissue2324@pfcindia.com

All comments on this Draft Shelf Prospectus are to be forwarded to the attention of Mr. Manish Kumar Agarwal,
Company Secretary and Compliance Officer at the aforementioned address. Comments may be sent through post,
facsimile or email. However, please note that all comments by post must be received by the Issuer by 5:00 p.m. (Indian
Standard Time) on the seventh Working Day from the date on which this Draft Shelf Prospectus is hosted on the website
of the Stock Exchange. All comments received on this Draft Shelf Prospectus will be suitably addressed prior to filing of
the Shelf Prospectus and the relevant Tranche Prospectuses with the RoC.

Investors may contact the Registrar to the Issue or our Company Secretary and Compliance Officer in case of any pre-
Issue or post-Issue related issues such as non-receipt of Allotment Advice, demat credit of allotted NCDs, refunds,

transfers, etc. as the case may be.

Lead Managers

JM Financial Limited

7" Floor, Cnergy, Appasaheb Marathe Marg
Prabhadevi, Mumbai — 400 025
Maharashtra, India

Tel: +91 22 6630 3030

Fax: +91 22 6630 3330

E-mail: pfc.bondissue2023@jmfl.com

Investor Grievance Email: grievance.ibd@jmfl.com

Website: www.jmfl.com

Contact Person: Prachee Dhuri

Compliance Officer: Sunny Shah

SEBI Registration Number: INM000010361
CIN: L67120MH1986PLC038784

Nuvama Wealth Management Limited
(formerly known as Edelweiss Securities Limited)
8™ Floor, Wing A, Building No 3

Inspire BKC, G Block, Bandra Kurla Complex
Bandra East, Mumbai — 400 051

Tel: +91 22 4009 4400

Fax: NA

E-mail: Pfc.ncd@nuvama.com

Investor Grievance Email:
Customerservice.mb@nuvama.com

Website: www.nuvama.com

Contact Person: Lokesh Singhi/ Saili Dave
Compliance Officer: Bhavana Kapadia

SEBI Registration No.: INM000013004
CIN: U67110MH1993PLC344634

A.K. Capital Services Limited

603, 6" Floor, Windsor,

Off CST Road, Kalina, Santacruz (East),
Mumbai — 400 098, Maharashtra, India
Tel: +91 22 6754 6500

Fax: +91 22 6610 0594

Email: pfc.ncd2023@akgroup.co.in

Investor Grievance Email: investor.grievance@akgroup.co.in

Website: www.akgroup.co.in

Contact person: Saswat Mohanty / Chaitali Chopdekar

Compliance Officer: Tejas Davda
SEBI Registration Number: INM000010411
CIN: L74899MH1993PLC274881

SMC Capitals Limited

A 401/402, Lotus Corporate Park

Jai Coach Junction

Off Western Express Highway

Goregaon (East), Mumbai — 400 063
Maharashtra, India

Tel: +91 22 6648 1818

Fax: +91 22 6734 1697

E-mail: pfcned2023@smccapitals.com
Investor Grievance Email:
investor.grievance@smccapitals.com
Website: www.smccapitals.com

Contact Person: Aastha Khanna/ Bhavin Shah
Compliance Officer: Vaishali Gupta

SEBI Registration Number: INM000011427
CIN: U74899DL1994PLC063201
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TRUST INVESTMENT ADVISORS PRIVATE LIMITED
109/110, Balarama

Bandra Kurla Complex

Bandra (East), Mumbai — 400 051
Maharashtra, India

Tel: +91 22 4084 5000

Fax: +91 22 4084 5066

Email: Projectsamridhi. Trust@trustgroup.in
Investor Grievance Email:
customercare@trustgroup.in

Website: www.trustgroup.in

Contact Person: Sumit Singh

Compliance Officer: Brijmohan Bohra
SEBI Registration No.: INM000011120
CIN: U67190MH2006PTC162464

Debenture Trustee

Beacon Trusteeship Limited

4C&D, Siddhivinayak Chambers, Gandhi Nagar
Opp. MIG Cricket Club Bandra (East)

Mumbai — 400 051, Maharashtra, India

Tel: +91 22 2655 8759

Fax: +91 22 2655 8760

Email: contact@beacontrustee.co.in

Investor Grievance Email: investorgrievances@beacontrustee.co.in
Website: www.beacontrustee.co.in

Contact Person: Kaustubh Kulkarni
Compliance Officer: Kaustubh Kulkarni

SEBI Registration No: IND000000569

CIN: U74999MH2015PLC271288

Beacon Trusteeship Limited under regulation 8 of SEBI NCS Regulations, by its letter dated June 21, 2023 have given
its consent for its appointment as Debenture Trustee to the Issue (hereinafter referred to as “Trustees™). A copy of letter
from Beacon Trusteeship Limited conveying their consent to act as Trustees for the Debenture holders and for its name
to be included in this Draft Shelf Prospectus and Shelf Prospectus and the relevant Tranche Prospectuses and in all the
subsequent periodical communications to be sent to the holders of the NCDs issued pursuant to this Issue is annexed as
Annexure B.

Except as included in the Debenture Trust Deed, all the rights and remedies of the Debenture Holders under the Issue
shall vest in and shall be exercised by the appointed Debenture Trustee for the Issue without having it referred to the
Debenture Holders. All investors under the Issue are deemed to have irrevocably given their authority and consent to the
Debenture Trustee so appointed by our Company for the Issue to act as their trustee and for doing such acts, deeds,
matters, and things in respect of or relating to the Debenture Holders as the Debenture Trustee may in his absolute
direction deem necessary or require to be done in the interest of Debenture Holders and signing such documents to carry
out their duty in such capacity.

Any payment by our Company to the Debenture Holders/Debenture Trustee, as the case maybe, shall, from the time of
making such payment, completely and irrevocably discharge our Company from any liability to the Debenture Holders
to that extent. For details on the terms of the Debenture Trust Deed, please see “Issue Related Information” on page 543.

Registrar to the Issue
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KFIN Technologies Limited

Selenium Tower B,

Plot 31-32, Gachibowli,

Financial District, Nanakramguda,
Serilingampally, Rangareddi,

Hyderabad — 500 032, Telangana, India

Tel: +91 40 6716 2222

Fax: +91 40 6716 1563

Email: pfcl.ncdipo@kfintech.com

Investor Grievance Email: einward.ris@kfintech.com
Website: www .kfintech.com

Contact Person: M. Murali Krishna
Compliance Officer : Anshul Kumar Jain
SEBI Registration Number: INR000000221
CIN: L72400TG2017PLC117649

KFIN Technologies Limited, has by its letter dated June 28, 2023, given its consent for its appointment as Registrar to
the Issue and for its name to be included in this Draft Shelf Prospectus, Shelf Prospectus and the relevant Tranche
Prospectuses, abridged prospectus and in all the subsequent periodical communications to be sent to the holders of the
Debentures pursuant to the Issue.

Investors may contact the Registrar to the Issue or our Company Secretary and Compliance Officer in case of any pre-
Issue or post-Issue related issues such as non-receipt of Allotment Advice, demat credit of allotted NCDs, refunds,
unblocking, non-receipt of debentures certificates transfers, etc. as the case may be.

All grievances relating to the Issue may be addressed to the Registrar to the Issue, giving full details such as name,
Application Form number, address of the Applicant, Permanent Account Number, number of NCDs applied for, Series
of NCDs applied for, amount paid on application, Depository Participant name and client identification number, and the
collection centre of the Members of the Consortium where the Application was submitted and ASBA Account number
(for Bidders other than Retail Individual Investors bidding through the UPI Mechanism) in which the amount equivalent
to the Bid Amount was blocked or UPI ID in case of Retail Individual Investors bidding through the UPI Mechanism.
Further, the Bidder shall enclose the Acknowledgement Slip or provide the acknowledgement number received from the
Designated Intermediaries in addition to the documents/information mentioned hereinabove.

All grievances relating to the ASBA process may be addressed to the Registrar to the Issue with a copy to either (a) the
relevant Designated Branch of the SCSB where the Application Form was submitted by the ASBA Applicant, or (b) the
concerned Member of the Syndicate and the relevant Designated Branch of the SCSB in the event of an Application
submitted by an ASBA Applicant at any of the Syndicate ASBA Centres, giving full details such as name, address of
Applicant, Application Form number, series applied for, number of NCDs applied for, amount blocked on Application.

All grievances related to the UPI process may be addressed to the Stock Exchange, which shall be responsible for
addressing investor grievances arising from applications submitted online through the App based/ web interface platform
of stock exchange or through their Trading Members. The intermediaries shall be responsible for addressing any investor
grievances arising from the applications uploaded by them in respect of quantity, price or any other data entry or other
errors made by them.

All grievances arising out of Applications for the NCDs made through the Online Stock Exchange Mechanism or through
Trading Members of the Stock Exchange may be addressed directly to the Stock Exchange.

Consortium member to the Issue

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Bankers to the Issue
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Public Issue Account Bank

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Sponsor Bank

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Refund Bank

As specified in the relevant Tranche Prospectus for each Tranche Issue.

Statutory Auditor

M/s Prem Gupta & Company
Chartered Accountants

2342, Faiz Road, Karol Bagh

New Delhi — 110005, India

Tel: +91 11 4507 0187

Email: office@pguptaco.com

ICAI Firm Registration No. 000425N
Contact person: Shakun Gupta
Appointment date: August 19, 2021

Being a government company, the statutory auditors of the Issuer are appointed by the CAG. The annual accounts of the Issuer

M/s Dass Gupta & Associates
Chartered Accountants

NDG Center, B-4, Gulmohar Park,
New Delhi- 110049

Tel: +91 11 4611 1000

Email: admin@dassgupta.com

ICAI Firm Registration No. 000112N
Contact person: Naresh Kumar
Appointment date: August 1, 2019

are reviewed every year by the CAG and their comments are also published in our annual report.

Credit Rating Agencies

Care=dge

RATINGS

CARE RATINGS LIMITED

4% Floor, Godrej Coliseum
Somiaya Hospital Road

Off Eastern Express Highway

Sion (East), Mumbai — 400 022
Maharashtra, India

Tel: +91 22 6754 3456

Fax: N/A

Email: Neha. kadiyan@careedge.in
Website: www.careratings.com
Contact Person: Neha Kadiyan
SEBI Registration No: IN/CRA/004/1999

ICRA LIMITED

Electric Mansion, 3" Floor

Appasaheb Marathe Marg

Prabhadevi, Mumbai — 400 025

Maharashtra, India

Tel: +91 22 61143406

Fax:+91 22 24331390

Email: shivakumar@jicraindia.com

Website: www.icra.in

Contact Person: L. Shivakumar

SEBI Registration No: IN/CRA/008/15
Credit Rating and Rationale
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CRISIL Ratings Limited

CRISIL House, Central Avenue
Hiranandani Business Park

Powai, Mumbai — 400 076
Mabharashtra, India

Tel: +91 22 3342 3000 (B)

Fax: 91 22 3342 3050

Email: crisilratingdesk@crisil.com
Website: www.crisilratings.com
Contact Person: Ajit Velonie
SEBI Registration No: No: IN/CRA/001/1999
CIN: U67100MH2019PLC326247



Our Company has received rating of ‘CARE AAA; Stable/ CARE A1+’ (Triple A; Outlook: Stable/ A One Plus) by
CARE to the (i) long term borrowing programme of our Company, for an amount up to X 60,000 crore, and (i) short term
borrowing programme of our Company, for an amount up to X 10,000 crore for Fiscal 2024, by its letter dated March 31,
2023 revalidated as on June 21, 2023; ‘CRISIL AAA/Stable’ by CRISIL to the long term borrowing programme of our
Company for an amount up to % 60,000 crore for Fiscal 2024 vide its letter dated March 30, 2023, revalidated as on June
8, 2023; and ‘[ICRA AAA] (Stable) (pronounced ICRA triple A: Stable)’ by ICRA to the long term borrowing
programme of our Company (including bonds and long term bank borrowing) for an amount up to X 60,000 crore for
Fiscal 2024, by its letter dated March 28, 2023, revalidated as on June 22, 2023. The Company hereby declares that
ratings given by CARE, ICRA and CRISIL are valid as on the date of this Draft Shelf Prospectus and shall remain valid
on date of issue and Allotment of the NCDs and the listing of the NCDs on Stock Exchange until the ratings are revised
or withdrawn. Ratings issued by CARE, ICRA and CRISIL will continue to be valid for the life of the instrument unless
withdrawn or reviewed by CARE, ICRA and CRISIL, in terms of the rating letter dated June 21, 2023, June 22, 2023
and June 8, 2023, respectively. These ratings are not a recommendation to buy, sell or hold securities and investors should
take their own decisions. These ratings are subjected to a periodic review during which they may be raised, affirmed,
lowered, withdrawn, or placed on Rating Watch at any time on the basis of factors such as new information. The rating
should be evaluated independently of any other rating. The Credit Rating Agencies' website will have the latest
information on all its outstanding ratings. In case of any change in rating of NCDs till the NCDs commence trading on
Stock Exchange, our Company will inform the investors through public notices/ advertisements in all those newspapers
in which pre issue advertisement has been given. For the rating, rating rationale and press release for the above ratings,
see Annexure A

Credit Rating Agency Disclaimer
Disclaimer clause of ICRA

ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are
subject to a process of surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of
ICRA’s current opinion on the relative capability of the issuer concerned to timely service debts and obligations, with
reference to the instrument rated. Please visit our website www.icra.in or contact any ICRA office for the latest
information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources
believed by it to be accurate and reliable, including the rated issuer. ICRA however has not conducted any audit of the
rated issuer or of the information provided by it. While reasonable care has been taken to ensure that the information
herein is true, such information is provided ‘as is’ without any warranty of any kind, and ICRA in particular, makes no
representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information.
Also, ICRA or any of its group companies may have provided services other than rating to the issuer rated. All information
contained herein must be construed solely as statements of opinion, and ICRA shall not be liable for any losses incurred
by users from any use of this publication or its contents.

Disclaimer clause of CRISIL

A rating by CRISIL Ratings reflects CRISIL Ratings' current opinion on the likelihood of timely payment of the
obligations under the rated instrument and does not constitute an audit of the rated entity by CRISIL Ratings. Our ratings
are based on information provided by the issuer or obtained by CRISIL Ratings from sources.it considers reliable. CRISIL
Ratings does not guarantee the completeness or accuracy of the information on which the rating is based. A rating by
CRISIL Ratings is not a recommendation to buy/sell or hold the rated instrument, it does not comment on the market
price or suitability for a particular investor CRISIL Ratings has a practice of keeping all its ratings under surveillance and
ratings are revised as and when circumstances so warrant CRISIL Ratings is not responsible for any errors and especially
states that it has no financial liability whatsoever to the subscribers/users/transmitters/distributors of its ratings. CRISIL
Ratings criteria are available without charge to the public on the web site, www.calratings.com CRISIL Ratings or its
associates may have other commercial transactions with the company/entity. For the latest rating information on any
instrument of any company rated by CRISIL Ratings, please visit www.crisilratings.com or contact Customer Service
Helpdesk at CRISILratingdesk@crisil.com or at 1800-267-1301.

Disclaimer clause of CARE
The ratings issued by CARE Ratings Limited 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. These ratings do not convey suitability or price for the investor. The agency does not
constitute an audit on the rated entity. CARE Ratings Limited has based its ratings/outlooks based on information
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obtained from reliable and credible sources. CARE Ratings Limited 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. Most entities whose bank facilities/instruments are rated by CARE Ratings Limited have paid a
credit rating fee, based on the amount and type of bank facilities/instruments. CARE Ratings Limited or its
subsidiaries/associates may also be involved with other commercial transactions with the entity. In case of
partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings Limited is, inter-alia, based on the capital
deployed by the partners/proprietor and the current financial strength of the firm. The rating/outlook may undergo a
change in case of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the
financial performance and other relevant factors. CARE Ratings Limited is not responsible for any errors and states that
it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

Legal Counsel to the Issue

Khaitan & Co

One World Centre

13"& 10" Floor, Tower 1C
Senapati Bapat Marg
Mumbai — 400 013
Mabharashtra, India

Tel: +91 22 6636 5000

BankKers to our Company

State Bank of India

5™ Floor, Parswanath Capital Tower,
Bhai Veer Singh Marg

New Delhi — 110 001

Tel: +91 11 2347 5504

Fax: +91 11 2374 6069

Email: sbi.17313@sbi.co.in

Website: www.sbi.co.in

Contact person: Ujjwal Kumar Mishra

HDFC Bank Limited

HDFC Bank Limited

B-6/3 Safdarjung Enclave

DDA Commercial complex

Opp. Deer park, New Delhi — 110 029
Tel: +91 11 4139 2146

Fax: NA

Email: Sameer.chowdhry@hdfcbank.com

Website: www.hdfcbank.com
Contact person: Sameer Chowdhry

Impersonation

As a matter of abundant precaution, attention of the investors is specifically drawn to the provisions of sub-Section (1)
of Section 38 of the Companies Act, 2013, relating to punishment for fictitious applications. Section 38(1) of the

Companies Act, 2013 provides that:

“Any person who —

(a) makes or abets making of an application in a fictitious name to a company for acquiring, or subscribing for, its

ICICI Bank Limited

ICICI Bank Tower, NBCC Place
Bhisham Pitamah Marg, Pragati Vihar
New Delhi — 110 003

Tel: +91 11 4221 8360

Fax: +91 11 2439 0070

Email: sunil.rathi@icicibank.com
Website: www.icicibank.com
Contact person: Sunil Rathi
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securities; or

(b) makes or abets making of multiple applications to a company in different names or in different combinations of his
name or surname for acquiring or subscribing for its securities; or

(¢) otherwise induces directly or indirectly a company to allot, or register any transfer of, securities to him, or to any
other person in a fictitious name,

shall be liable for action under Section 447 of the Companies Act, 2013.”

The liability prescribed under Section 447 of the Companies Act 2013 for fraud involving an amount of at least X 0.10
crore or 1.00% of the turnover of our Company, whichever is lower, includes imprisonment for a term which shall not
be less than six months extending up to 10 years (provided that where the fraud involves public interest, such term shall
not be less than three years) and fine of an amount not less than the amount involved in the fraud, extending up to three
times of the amount involved in the fraud. In case the fraud involves (i) an amount which is less than X 0.10 crore or
1.00% of the turnover of our Company, whichever is lower; and (ii) does not involve public interest, then such fraud is
punishable with an imprisonment for a term extending up to five years or a fine of an amount extending up to X 0.50 crore
or with both.

Explanation — For the purposes of this section —

(i) “fraud” in relation to affairs of a company or any body-corporate, includes any act, omission, concealment of any
fact or abuse of position committed by any person or any other person with the connivance in any manner, with
intent to deceive, to gain undue advantage from, or to injure the interests of, the company or its shareholders or its
creditors or any other person, whether or not there is any wrongful gain or wrongful loss;

(it) “wrongful gain” means the gain by unlawful means of property to which the person gaining is not legally entitled;

(iii) “wrongful loss” means the loss by unlawful means of property to which the person losing is legally entitled.”

Recovery Expense Fund

Our Company has created a recovery expense fund in the manner as specified by SEBI in SEBI Debenture Trustee

Operational Circular as amended from time to time and Regulation 11 of SEBI NCS Regulations with the Designated

Stock Exchange and inform the Debenture Trustee regarding the creation of such fund. The Recovery expense fund may

be utilized by Debenture Trustee, in the event of default by our Company under the terms of the Debenture Trust Deed,

and the Applicable Laws, for taking appropriate legal action to enforce the security.

Inter-se allocation of Responsibility

The following table sets forth the responsibilities for various activities by the Lead Managers:

Sr. No. Activities Responsibility | Coordinator
1. Structuring of various issuance options with relative components and All LMs JM Financial
formalities etc.
2. Due diligence of Company's operations/management/business All LMs JM Financial

plans/legal etc. Drafting and design of the Offering Document
(Draft/Shelf/Tranche) and of the statutory advertisement.

The Merchant Bankers shall ensure compliance with stipulated
requirements and completion of prescribed formalities with the Stock
exchanges and SEBI including finalization of Offering Document and
filing.

Co-ordination with the Stock Exchanges for In-Principle Approval
Co-ordination with the Lawyers for Legal Opinion

3. Co-ordination with SEBI and stock exchanges for exemptions, if any All LMs Nuvama
4, Co-ordination with the Company and Auditors on Financial Information All LMs Nuvama
in the offer document, Comfort Letter and other auditor deliverables.
5. Finalization of Application Form All LMs SMC
Capitals
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Sr. No. Activities Responsibility | Coordinator
6. Assistance in appointment of all other intermediaries viz., Advertising All LMs Nuvama
Agency(ies), Bankers to the Issue, Printers, Registrar, Brokers /
Consortium Members etc.
7. Non-Institutional & Retail Marketing of the Issue, which will cover, All LMs Nuvama and
inter alia: SMC
o Finalize media, marketing plan, publicity budget & PR Strategy Capitals
including centers for holding conferences for press and brokers and
attending the road shows conducted for the Issue;
e Finalization of quantum of issue material, allocation & distribution
of application forms to various brokers in coordination with Printers
and Follow-up on distribution of the same.
o Finalize Public Issue Account and Sponsor Bank Agreement and
collection centers to collection bankers
[ ]
8. Institutional marketing strategy: All LMs Trust
e Finalize strategy for marketing & presentation to institutional Investment
investors. Advisors and
e Preparation of roadshow presentation, FAQs JM Financial
9. Drafting and approval of all publicity material other than statutory All LMs Trust
advertisement as mentioned above including print, online advertisement Investment
, outdoor advertisement, including brochures, banners, hoardings etc. Advisors
10. | Finalization of agreement with stock exchanges (if any) for using their All LMs SMC
platform (bidding software), completing other necessary formalities in Capitals
this regard and coordination in obtaining user id. password etc. from
exchanges
11. | e Finalization of draft of refund stationery like allotment advice etc. All LMs A K. Capital
e Co-ordination for final certificates from SCSBs and finalization of
basis of allotment in consultation with RTA and Bankers to Issue
e Co-ordination for generation of ISINs
e Co-ordination for demat credit and refunds (if any).
12. | o Coordination for security creation by way of execution of All LMs A K. Capital
Debenture Trust Deed between the Company and the Debenture
Trustee
e Co-ordination with the Registrars and Stock Exchanges for
completion of listing and trading formalities.
13. | Co-ordination for redressal of investor grievances in relation to post issue All LMs A K. Capital
activities.
Underwriting

The Issue is not underwritten.

Arrangers to the Issue

There are no arrangers to the Issue.

Guarantor to the Issue

There are no guarantors to the Issue.

Minimum subscription

In terms of the SEBI NCS Regulations, for an issuer undertaking a public issue of debt securities the minimum
subscription for public issue of debt securities shall be 75% of the Base Issue Size. If our Company does not receive the
minimum subscription of 75% of Base Issue Size, the entire blocked Application Amount shall be unblocked in the
relevant ASBA Account(s) of the Applicants within eight Working Days from the Issue Closing Date provided wherein,
the Application Amount has been transferred to the Public Issue Account from the respective ASBA Accounts, such
Application Amount shall be refunded from the Refund Account to the relevant ASBA Accounts(s) of the Applicants
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within eight Working Days from the Issue Closing Date, failing which our Company will become liable to refund the
Application Amount along with interest at the rate 15 (fifteen) percent per annum for the delayed period.

Under Section 39(3) of the Companies Act, 2013 and Rule 11(2) of the Companies (Prospectus and Allotment of
Securities) Rules, 2014 if the stated minimum subscription amount is not received within the specified period, the
application money received is to be credited only to the bank account from which the subscription amount was remitted.
To the extent possible, where the required information for making such refunds is available with our Company and/or
Registrar, refunds will be made to the account prescribed. However, where our Company and/or Registrar does not have
the necessary information for making such refunds, our Company and/or Registrar will follow the guidelines prescribed
by SEBI in this regard included in the SEBI Operational Circular.

Designated Intermediaries
Self-Certified Syndicate Bank

The list of banks that have been notified by SEBI to act as the SCSBs for the ASBA process is provided on the website
of SEBI at  https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40  and
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=44 as updated from time to time.
For a list of branches of the SCSBs named by the respective SCSBs to receive the ASBA Forms and UPI Mechanism
through app/web interface from the Designated Intermediaries, refer to the above-mentioned link.

In relation to Bids submitted under the ASBA process to a member of the Syndicate, the list of branches of the SCSBs at
the Specified Locations named by the respective SCSBs to receive deposits of the ASBA Forms from the Members of
the Syndicate is available on the website of SEBI at
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=45 and updated from time to
time. For more information on such branches collecting Bid cum Application Forms from the Syndicate at Specified
Locations, see the website of SEBI at http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes.

Syndicate SCSB Branches

In relation to Applications submitted to a member of the Syndicate or the Trading Members of the Stock Exchange only
in the Specified Cities (Mumbai, Chennai, Kolkata, Delhi, Ahmedabad, Rajkot, Jaipur, Bengaluru, Hyderabad, Pune,
Vadodara and Surat), the list of branches of the SCSBs at the Specified Locations named by the respective SCSBs to
receive deposits of Application Forms from the Members of the Syndicate is available on the website of the SEBI
(https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=45) and updated from time to
time or any such other website as may be prescribed by SEBI from time to time. For more information on such branches
collecting Application Forms from the Syndicate at Specified Locations, see the website of the SEBI
(http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes) as updated from time to time or any such
other website as may be prescribed by SEBI from time to time.

Broker Centres/ Designated CDP Locations/ Designated RTA Locations

In accordance with SEBI Circular No. CIR/CFD/14/2012 dated October 4, 2012, RTA Master Circular and the SEBI
Operational Circular, Applicants can submit the Application Forms with the Registered Brokers at the Broker Centres,
CDPs at the Designated CDP Locations or the RTAs at the Designated RTA Locations, respective lists of which,
including details such as address and telephone number, are available at the website of the Stock Exchange at
www.bseindia.com. The list of branches of the SCSBs at the Broker Centres, named by the respective SCSBs to receive
deposits of the Application Forms from the Registered Brokers will be available on the website of the SEBI
(www.sebi.gov.in) and updated from time to time.

CRTAs / CDPs

The list of the CRTAs and CDPs, eligible to accept Applications in the Issue, including details such as postal address,
telephone number and email address, are provided on the website of BSE and NSE for CRTAs and CDPs, as updated from
time to time.

Utilisation of Issue proceeds
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https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=45
http://www.bseindia.com/

For details on utilisation of Issue proceeds please see, “Objects of the Issue” beginning on page 74.

Issue Programme*

Issue Opens on As specified in the relevant Tranche Prospectus for each Tranche Issue.
Issue Closes on As specified in the relevant Tranche Prospectus for each Tranche Issue.
Pay in Date As specified in the relevant Tranche Prospectus for each Tranche Issue.
Deemed Date of Allotment As specified in the relevant Tranche Prospectus for each Tranche Issue.

* The Issue shall remain open for subscription on Working Days from 10:00 a.m. to 5:00 p.m. (Indian Standard Time) during the
period as indicated in the relevant Tranche Prospectus. Our Company may, in consultation with the Lead Managers, consider closing
the relevant Tranche Issue on such earlier date or extended date (subject to a minimum period of three working days and a maximum
period of 10 working days from the date of opening of the relevant tranche issue and subject to not exceeding thirty days from filing
tranche prospectus with ROC) including any extensions), as may be decided by the Board of Directors of our Company, subject to
relevant approvals, in accordance with Regulation 334 of the SEBI NCS Regulations. In the event of an early closure or extension of
the Issue, our Company shall ensure that notice of the same is provided to the prospective investors through an advertisement in an
English daily national newspaper with wide circulation and a regional daily with wide circulation where the registered office of the
Company is located (in all the newspapers in which pre-issue advertisement for opening of this Issue has been given on or before such
earlier or initial date of Issue closure). On the Issue Closing Date, the Application Forms will be accepted only between 10:00 a.m.
and 3:00 p.m. (Indian Standard Time) and uploaded until 5:00 p.m. (Indian Standard Time) or such extended time as may be permitted
by the Stock Exchange.

Applications Forms for the Issue will be accepted only from 10:00 a.m. to 5:00 p.m. (Indian Standard Time) (“Bidding Period”),
during the Issue Period as mentioned in the relevant Tranche Prospectus for each Tranche Issue on all Working Days (a) by the
Designated Intermediaries at the Bidding Centres, or (b) by the SCSBs directly at the Designated Branches of the SCSBs. On the Issue
Closing Date, Application Forms will be accepted only between 10:00 a.m. to 3:00 p.m. (Indian Standard Time) and uploaded until
5:00 p.m. (Indian Standard Time) or such extended time as may be permitted by the Stock Exchange. It is clarified that the Applications
not uploaded on the Stock Exchange Platform would be rejected. Further, pending mandate requests for bids placed on the last day
of bidding will be validated by 5:00 p.m. (Indian Standard Time)on one Working Day after the Issue Closing Date.

Due to limitation of time available for uploading the Applications on the Issue Closing Date, Applicants are advised to submit their
Application Forms one day prior to the Issue Closing Date and, no later than 3.00 p.m. (Indian Standard Time) on the Issue Closing
Date. Applicants are cautioned that in the event a large number of Applications are received on the Issue Closing Date, there may be
some Applications which are not uploaded due to lack of sufficient time to upload. Such Applications that cannot be uploaded will not
be considered for allocation under the Issue. Neither our Company, nor the Lead Managers, nor any Member of the Syndicate,
Registered Brokers at the Broker Centres, CDPs at the Designated CDP Locations or the RTAs at the Designated RTA Locations or
designated branches of SCSBs are liable for any failure in uploading the Applications due to failure in any software/ hardware systems
or otherwise. As per the SEBI Operational Circular, the allotment in this Issue is required to be made on the basis of date of upload
of each application into the electronic book of the Stock Exchange. However, from the date of oversubscription and thereafter, the
allotments will be made to the applicants on proportionate basis.

63



CAPITAL STRUCTURE
Details of share capital

The share capital of our Company as on June 30, 2023 is set forth below:
(R in crore, except share data)

Share Capital Amount
AUTHORISED SHARE CAPITAL
11,00,00,00,000 Equity Shares of face value of X 10 each 11,000.00
20,00,00,000 Preference share capital of face value X 10 each 200.00
Total Authorised Share Capital 11,200.00

ISSUED, SUBSCRIBED AND PAID-UP EQUITY SHARE CAPITAL

2,64,00,81,408 Equity Shares of face value of X 10 each fully paid up 2,640.08
Total 2,640.08
Securities Premium Account 2,776. 54

Note: There will be no change in the capital structure and securities premium account due to the issue and allotment of the NCDs
pursuant to this Issue.

Details of change in authorised share capital of our company as on June 30, 2023, for last three years:
There is no change in authorised share capital since past three years.

Issue of Equity Shares for consideration other than cash in the last three years

No Equity Shares of the Company have been issued for consideration other than cash.

Changes in the Equity Share capital of our Company in the last three years

There is no change in Equity Share capital of our Company since past three years.
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Shareholding pattern of our Company as on June 30, 2023

Table I — Summary Statement holding of specified securities

Category Category of Nos. of No. of fully | No.of | No.of | Total nos. [Shareholding|Number of Voting Rights held in each class of | No. of Shares [Shareholding, as a| No. of Locked | No. of Shares | No. of equity
shareholder shareholders | paid-up Partly |shares | shares held as a % of securities Underlying | % assuming full in shares pledged or | shares held in
lequity shares| paid-up pnderlyi total no. of Outstanding conversion of otherwise |dematerialised
held equity ng shares convertible convertible encumbered form
shares (Deposit calculated as No of Voting Rights Total as a| securities securities (as a |No. |As a % of| No. [Asa %
held ory per SCRR, | Classe.g.: [Class Total % of (including percentage of | (a) total of total
Receipts| 1957) Equity e.g.:y (A+B Warrants) diluted share Shares Shares
Shares +C) capital) held (b) held
(1)) 818} (111) (Iv) V) [A%)) (VID) (VIII) (IX) X) (XI) (XII) (XIII) (XIV)
(A) Promoter & 1| 1478291778 0 0| 1478291778 55.99| 1478291778 0| 1478291778 55.99 0 5599 0 0.00 0 0.00 1478291778
Promoter Group
(B) Public 432083 | 1161789630 0 0] 1161789630 44.01| 1161789630 0] 1161789630 44.01 0 44.01 0 0.00] NA NA 1161767913
©) Non-Promoter-Non
Public
(C1) Shares underlying 0 0 0 0 0 NA 0 0 0 0.00 0 NA| O 0.00| NA NA 0
DRs
(C2) Shares held by 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0 0.00| NA NA 0
Employees Trusts
Total: 432084 | 2640081408 0 0] 2640081408 100.00 | 2640081408 0| 2640081408 | 100.00 0 100.00| 0 0.00 0 0.00 | 2640059691
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Table —II — Statement showing shareholding pattern of the Promoter and Promoter Group

Category| Category and Name | PAN No of | No of fully | No of |No of Shares| Total No of | Shareholding|Number of Voting Rights held in each class|No of Shares| Shareholding as| Number of | Number of | Number of
of the Shareholder Share paid up Partly | Underlying |Shares Held| asa % of of securities Underlying | a % assuming | Locked in Shares equity shares
holders equity paid-up | Depository | IV+V+VI) | total no of Outstanding| full conversion Shares pledged or held in
shares held | equity | Receipts shares convertible | of convertible otherwise |dematerialized
shares (calculated as securities | Securities (as a encumbered form
held per SCRR, No of Voting Rights Total as | (Including | percentage of | No.|As a % [No.|As a % of
1957 (VIII) | ClassX [ClassY| Total a % of | Warrants) | diluted share of total total
As a % of (A+B+ capital) Shares Shares
(A+B+C2) C) (VID+(X) As a held held
% of (A+B+C2)
@ an (11 av) V) () (VID) (VIID) Ix) X) XD XII) (XIII) (XIV)
[€)) Indian
(a) Individuals/ 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| O 0.00| O 0.00 0
Hindu undivided
Family
(b) Central 1| 1478291778 0 01478291778 55.99 1478291778 011478291778 | 55.99 0 5599 0 0.00| O 0.00| 1478291778
Government/State
Government(s)
President of India 1|1478291778 0 0[1478291778 55.99 (1478291778 01478291778 | 55.99 0 5599 0 0.00[ O 0.00 | 1478291778
(c) Financial Institutions/ 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0 0.00| 0 0.00 0
Banks
(d) Any Other 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00] 0 0.00] 0 0.00 0
Sub-Total (A)(1) 1| 1478291778 0 01478291778 55.99 | 1478291778 0 (1478291778 | 55.99 0 55.99| 0 0.00] 0 0.00 | 1478291778
2) Foreign
(a) Individuals (Non- 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0 0.00| 0 0.00 0
Resident Individuals/
Foreign Individuals
(b) Government 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00] 0 0.00] 0 0.00 0
(c) Institutions 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00] 0 0.00] 0 0.00 0
(d) Foreign Portfolio 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0 0.00| 0 0.00 0
Investor
(e) Any Other 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00] 0 0.00] 0 0.00 0
Sub-Total (A)(2) 0 0 0 0 0 0.00 0 0 0 0.00 0 000| 0 0.00] 0 0.00 0
Total Shareholding 11478291778 0 0(1478291778 55.99 1478291778 01478291778 | 55.99 0 5599 0 0.00| 0 0.00 | 1478291778
of Promoter and
Promoter Group
A=A)DHA)
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Table I1I- Statement showing shareholding pattern of the Public shareholder

Cate | Category and PAN No of | No of fully | No of | No of |[Total No of| Shareh | Number of Voting Rights held in each | No of Shares | Shareholding | Number of | Number of | Number of Sub-
gory Name of the Share- | paidup | Partly | Shares Shares olding class of securities Underlying asa % Locked in Shares equity categorization
Shareholder holders equity paid- | Underly Held asa % Outstanding | assuming full Shares pledged or | shares held of shares
shares held| up ing (IV+V+VI) | of total convertible | conversion of otherwise in Shareholding
equity | Deposito no of securities convertible encumbered | demateriali | (No. of shares)
shares ry shares No of Voting Rights Total as| (Including | Securities (as |No.| Asa |No.| Asa | zed form under
held | Receipts (A+B+ a % of| Warrants) | a percentage % of % of Subcategory
C2) Class X [Class Y Total |(A+B+C) of diluted total total @) | (i) | (i)
share capital) Shares Shares
held held
@ (In) (1) av) ) (VD (VID) (VIII) (IX) X) (XI) (XII) (XIII) (XIV)
(1)  |Institutions
(Domestic)

(a) | Mutual Funds 31| 323094105 0 0] 323094105 | 12.24 (323094105 0323094105 12.24 0 1224 0] 0.00 | NA NA | 323094105 0 0 0
HDFC Mutual AAATHI809A 1| 143087457 0 0| 143087457 5.42 143087457 0 (143087457 5.42 0 5421 0| 0.00 NA NA | 143087457 O 0 0
Fund-HDFC
Arbitrage Fund
Kotak Debt Hybrid AAATK4475F 1| 27164793 0 0] 27164793 1.03 | 27164793 0| 27164793 1.03 0 1.03] 0] 0.00] NA NA | 27164793 O 0 0
Nippon Life India | AAATR0090B 1| 47234125 0 0| 47234125 1.79 | 47234125 0| 47234125 1.79 0 1791 0| 0.00| NA NA| 47234125 0 0 0
Trustee Ltd-A/C
Nippon India Gro

(b) | Venture Capital 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0| 0.00NA NA 0of 0 0 0
Funds

(c) | Alternate 16| 11485737 0 0| 11485737 0.44 | 11485737 0| 11485737 0.44 0 0.44| 0| 0.00 NA NA| 11485737 0 0 0
Investment Funds

(d) | Banks 6 1325179 0 0 1325179 0.05| 1325179 0| 1325179 0.05 0 0.05] 0] 0.00] NA NA 1325179 O 0 0

(e) | Insurance 26| 140196091 0 0| 140196091 5.31 140196091 0 (140196091 5.31 0 5311 0] 0.00 NA NA | 140196091 | 0 0 0
Companies
Life Insurance AAACLO582H| 1| 90774812 0 0| 90774812 3.44| 90774812 0| 90774812 3.44 0 3441 0| 0.00 NA NA | 90774812 O 0 0
Corporation Of
India - P & GS
Fund

(f) | Provident Funds/ 1 1482810 0 0 1482810 0.06| 1482810 0| 1482810 0.06 0 0.06| 0| 0.00NA NA 1482810 0 0 0
Pension Funds

(g) | Asset 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0| 0.00NA NA of 0 0 0
Reconstruction
Companies

(h) | Sovereign Wealth 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0| 0.00NA NA of 0 0 0
Funds

(1) [INBFC Registered 8 1121456 0 0 1121456 0.04| 1121456 0| 1121456 0.04 0 0.04f 0| 0.00|NA NA 1121456 0 0 0
with RBI

(j) | Other Financial 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0| 0.00 NA NA of 0 0 0
Institutions

(k) | Any Other
Sub Total (B)(1) 88 | 478705378 0 0| 478705378 | 18.13 (478705378 0478705378 18.13 0 18.13| 0| 0.00| NA NA | 478705378 | 0 0 0

2) Institutions
(Foreign)
(a) | Foreign Direct 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00] 0] 0.00] NA NA 0] 0 0 0
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Cate | Category and PAN No of | No of fully | No of | No of |Total No of| Shareh | Number of Voting Rights held in each | No of Shares | Shareholding | Number of | Number of | Number of Sub-
gory Name of the Share- paid up | Partly | Shares Shares olding class of securities Underlying asa % Locked in Shares equity categorization
Shareholder holders equity paid- | Underly Held asa % Outstanding | assuming full Shares pledged or | shares held of shares
shares held| up ing (IV+V+VI) | of total convertible | conversion of otherwise in Shareholding
equity | Deposito no of securities convertible encumbered| demateriali | (No. of shares)
shares ry shares No of Voting Rights Total as| (Including | Securities (as |No.| Asa |No.| Asa | zed form under
held | Receipts (A+B+ a % of| Warrants) | a percentage % of % of Subcategory
C2) Class X [Class Y| Total |(A+B+C) of diluted total total @ | @ | (ii)
share capital) Shares Shares
held held
@ (1) (I1I) av) ) () (VII) (VIII) (IX) X) (XI) (XII) (XIII) (XIV)
Investment
(b) | Foreign Venture 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0| 0.00 NA NA of 0 0 0
Capital
(c)| Sovereign Wealth 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00f 0| 0.00|NA NA 0| 0 0 0
Funds
(d) | Foreign Portfolio 323 | 341471593 0 0 341471593 | 12.93 (341471593 0{341471593 12.93 0 1293 0| 0.00| NA NA | 341471593 | 0 0 0
Investors Category]|
I
UBS Principal AABCU7548R| 1] 35862960 0 0 35862960 1.36 | 35862960 0| 35862960 1.36 0 136 0| 0.00 NA NA| 35862960 0 0 0
Capital Asia Ltd
BNP Paribas AAGFB5324(| 1| 43513835 0 0| 43513835 1.65| 43513835 0| 43513835 1.65 0 1.65| 0| 0.00 NA NA| 43513835 0 0 0
Arbitrage
(e) |Foreign Portfolio 341 120439802 0 0| 120439802 4.56 {120439802 01120439802 4.56 0 4561 0| 0.00|NA NA | 120439802 O 0 0
Investors Category
11
The Windacre AAHATSI21H 1| 106601000 0 0| 106601000 4.04 {106601000 01106601000 4.04 0 4.04| 0| 0.00 NA NA | 106601000 O 0 0
Partnership Master|
Fund LP
(f) | Overseas 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0| 0.00 NA NA 0of 0 0 0
Depositories
(holding DRs)
(balancing figure)
(g) |Any Other
Institutions 1 2 0 0 2 0.00 2 0 2 0.00 0 0.00| 0| 0.00 NA NA 0of 0 0 0
(Foreign)
3) Sub Total (B)(2) 358 | 461911397 0 0| 461911397 17.50 |461911397 0461911397 17.50 0 17.50| 0| 0.00 NA NA | 461911395| 0 0 0
(a) | Central
Government/State
Government(s)/Pre
sident of India
(b) | Central 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0| 0.00NA NA of 0 0 0
Government /
President of India
(c) | State Government 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0| 0.00NA NA of 0 0 0
/ Governor
Shareholding by 1 272 0 0 272 0.00 272 0 272 0.00 0 0.00| 0| 0.00NA NA 2721 0 0 0
Companies or
Bodies Corporate
where Central /
State Government
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Cate
gory

Category and
Name of the
Shareholder

PAN

No of
Share-
holders

No of fully
paid up
equity
shares held

No of
Partly
paid-
up
equity
shares
held

No of
Shares
Underly
ing
Deposito
ry
Receipts

Total No of
Shares
Held
(AV+V+VI)

Shareh
olding
asa %
of total
no of
shares
(A+B+
C2)

Number of Voting Rights held in each
class of securities

No of Voting Rights

Class X

Class Y

Total

Total as
a % of
(A+B+C)

No of Shares
Underlying
Outstanding
convertible
securities
(Including
Warrants)

Shareholding
asa %
assuming full
conversion of
convertible
Securities (as
a percentage
of diluted
share capital)

Nu

mber of

Locked in
Shares

Number of
Shares
pledged or
otherwise
encumbered

No.

As a
% of
total
Shares
held

No.

As a
% of
total
Shares
held

Number of
equity
shares held
in
demateriali
zed form

Sub-

categorization

of shares

Shareholding
(No. of shares)

under

Subcategory

(U]

(i) | (iii)

(U]

an

(111

av)

(0]

(VD

(VID)

(VIID)

IX)

X)

XD

(XID)

(XIID)

(XIV)

is a promoter

Sub Total (B)(3)

272

272

0.00

272

0

272

0.00

0.00

0| 0.00

NA

NA

272

“

Non-Institutions

(@)

Associate
companies /
Subsidiaries

0.00

0

0.00

0.00

0| 0.00

NA

NA

(b

~

Directors and their
relatives
(excluding
independent
directors and
nominee directors)

w2

45054

45054

0.00

45054

45054

0.00

0.00

0| 0.00

NA

NA

45054

(©)

Key Managerial
Personnel

250

250

0.00

250

250

0.00

0.00

0 0.00

NA

NA

250

d

=

Relatives of
promoters (other
than ‘immediate
relatives’ of
promoters
disclosed under
‘Promoter and
Promoter Group’
category)

0.00

0.00

0.00

0| 0.00

NA

NA

(e)

Trusts where any
person belonging
to 'Promoter and
Promoter Group'
category is
'trustee’,
'beneficiary’, or
'author of the trust'

0.00

0.00

0.00

0 0.00

NA

NA

®

Investor Education|
and Protection
Fund (IEPF)

—_

109603

109603

0.00

109603

109603

0.00

0.00

0| 0.00

NA

NA

109603

(8

Resident
Individuals
holding nominal
share capital up to
% 2 lakhs

415281

125622787

=]

125622787

4.76

125622787

=]

125622787

4.76

4.76

0| 0.00

NA

NA

125601153

(h)

Resident

648

44636757

44636757

1.69

44636757

44636757

1.69

1.69

0] 0.00

NA

NA

44636757
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Cate | Category and PAN No of | No of fully | No of | No of |[Total No of| Shareh | Number of Voting Rights held in each | No of Shares | Shareholding | Number of | Number of | Number of Sub-
gory Name of the Share- paid up | Partly | Shares Shares olding class of securities Underlying asa % Locked in Shares equity categorization
Shareholder holders equity paid- | Underly Held asa % Outstanding | assuming full Shares pledged or | shares held of shares
shares held| up ing (IV+V+VI) | of total convertible | conversion of otherwise in Shareholding
equity | Deposito no of securities convertible encumbered| demateriali | (No. of shares)
shares ry shares No of Voting Rights Total as| (Including | Securities (as |No.| Asa |No.| Asa | zed form under
held | Receipts (A+B+ a % of| Warrants) | a percentage % of % of Subcategory
C2) Class X [Class Y| Total |(A+B+C) of diluted total total @ | @ | (ii)
share capital) Shares Shares
held held
@ (1) (I1I) av) ) () (VII) (VIII) (IX) X) (XI) (XII) (XIII) (XIV)
Individuals
holding nominal
share capital in
excess of X 2 lakhs
(i) | Non Resident 5849 7806386 0 0 7806386 0.30| 7806386 0 7806386 0.30 0 030 0| 0.00 NA NA 7806386 | 0 0 0
Indians (NRIs)
(j) | Foreign Nationals 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00 0 0.00 [ NA NA 0 0 0 0
(k) | Foreign 0 0 0 0 0 0.00 0 0 0 0.00 0 0.00| 0| 0.00 NA NA of 0 0 0
Companies
()| Bodies Corporate 1555| 31951516 0 0| 31951516 1.21| 31951516 0| 31951516 1.21 0 1.21 0 0.00 [ NA NA| 31951516 0 0 0
(m) | Any Other
Clearing Members 20 438051 0 0 438051 0.02 438051 0 438051 0.02 0 0.02 0 0.00 [ NA NA 438051 0 0 0
HUF 8223 8785345 0 0 8785345 0.33| 8785345 0| 8785345 0.33 0 0.33] 0] 0.00 NA NA 8785264| 0 0 0
TRUSTS 55 1776834 0 0 1776834 0.07| 1776834 0| 1776834 0.07 0 0.07| 0| 0.00 ] NA NA 1776834 0 0 0
Sub Total (B)(4) 431636 | 221172583 0 0] 221172583 8.38 221172583 0 (221172583 8.38 0 838| 0] 0.00 221150868
Total Public 432083 (1161789630 0 01161789630 | 44.01 (161789630 01161789630 44.01 0 44.01| 0| 0.00 1161767913 | 0 0 0
Shareholding (B)
B)Y(D)+H(B)(2)*+(B)
3)+B)4)
Table IV- Statement showing shareholding pattern of the non-promoter- non public shareholder
Category and Name of the Shareholders(I) No. of shareholder No. of fully paid up Total no. shares held | Shareholding % calculated as per SCRR, Number of equity shares held in
(1) equity shares held (IV) (VII=1V+V+VI) 1957 As a % of (A+B+C) (VIII) dematerialized form (XIV)(Not Applicable)
C1) Custodian/DR Holder 0 0 0 0.00 0
C2) Employee Benefit Trust 0 0 0 0.00 0
Table V- Statement showing Details of disclosure made by the Trading Members holding 1% or more of the Total No. of shares of the company
Sl. No. Name of the Trading Member Name of the Beneficial Owner No. of shares held % of total no. of shares Date of reporting by the Trading Member
- Nil Nil Nil Nil Nil
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List of top 10 holders of Equity Shares of our Company as on June 30, 2023:

Sr. Name of the Shareholder Total number | Number of Equity |Total shareholding as
No. of Equity Shares held in a % of total number
Shares dematerialized form | of Equity Shares

1. President of India 1,47,82,91,778 1,47,82,91,778 55.99

HDFC Trustee Company Limited A/C HDFC

Balanced Advant 14,30,87,457 14,30,87,457 5.42
3, The Windacre Partnership Master Fund LP 10,66,01,000 10,66,01,000 4.04
4, Life Insurance Corporation of India 9,07,74,812 9,07,74,812 3.44
5. |Nippon Life India Trustee Ltd-A/C Nippon

India Gro 4,72,34,125 4,72,34,125 1.79
6. BNP Paribas Arbitrage 4,35,13,835 4,35,13,835 1.65 I
7. UBS Principal Capital Asia Ltd 3,58,62,960 3,58,62,960 1.36
8. Kotak Equity Arbitrage Fund 2,71,64,793 2,71,64,793 1.03
9. Mirae Asset Emerging Bluechip Fund 2,52,07,811 2,52,07,811 0.95
10. |Vanguard Emerging Markets Stock Index Fund,

A Seri 1,58,42,745 1,58,42,745 0.60

Total 2,01,35,81,316 2,01,35,81,316 76.27

*The total shareholding of LIC is on the basis of PAN.

List of top 10 holders of non-convertible securities as on June 30, 2023 (on cumulative basis):
(amount in % crore)

Sr. Name of the holder of Non-convertible Securities Amount % of total non-convertible
No. securities outstanding

1. Life Insurance Corporation of India 37,610.00 17.50
2. CBT-EPF 34,278.00 15.95
3. NPS TRUST 10,256.32 4.77
4. Edelweiss Trusteeship Co Ltd-MF 9,108.20 4.24
5. Coal Mines Provident Fund Organisation 6,440.30 3.00
6. SBI Life Insurance Co. Ltd 6,105.80 2.84
7. HDFC -MF 5,865.00 2.73
8. State Bank Of India 4,892.10 2.28
9. State Bank Of India Employees Pension Fund 4,417.10 2.05
10. | SBI -MF 4,250.90 1.98

Statement of the aggregate number of securities of our Company purchased or sold by our Directors/or their relatives
within six months immediately preceding the date of filing of this Draft Shelf Prospectus.

None of the Directors of our Company including their relatives as defined under Section 2(77) of the Companies Act,
2013 have undertaken purchase and/or sale of the Securities of our Company and its Subsidiaries during the preceding 6
(six) months from the date of this Draft Shelf Prospectus.

Statement of Capitalization

Statement of capitalization (Debt to Equity Ratio) of our Company on standalone basis as on March 31, 2023

(R in crore, except Debt/Equity ratio)

Particulars Pre-Issue as at March 31, 2023 Post Issue as Adjusted

Debt

Debt securities 2,52,289.44 2,62,289.44
Borrowings (other than debt securities) 1,01,136.89 1,01,136.89
Subordinated Debt 9,211.50 9,211.50
Total Debt/Borrowings (A) 3,62,637.83 3,72,637.83
Equity

Equity share capital 2,640.08 2,640.08
Other equity 65,562.15 65,562.15
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(% in crore, except Debt/Equity ratio)

Particulars Pre-Issue as at March 31, 2023 Post Issue as Adjusted
Total Equity (B) 68,202.23 68,202.23
Debt/ Equity (C = A/B)” 5.32 5.46

*The debt-equity ratio post Issue in indicative on account of the assumed inflow of % 10,000 crores from the proposed Issue. The actual
debt-equity ratio post the Issue would depend on the actual position of debt and equity on the Deemed Date of Allotment.

Statement of capitalization (Debt to Equity Ratio) of our Company on consolidated basis as on March 31, 2023

(% in crore, except Debt/Equity ratio)

Particulars Pre-Issue as at March 31, 2023 Post Issue as Adjusted

Debt

Debt securities 4,83,246.43 4,93,246.43
Borrowings (other than debt securities) 2,38,100.16 2,38,100.16
Subordinated Debt 15,862.20 15,862.20
Total Debt (A) 7,37,208.79 7,47,208.79
Equity

Equity share capital 2,640.08 2,640.08
Other equity 81,518.41 81,518.41
Non-controlling interest 27,822.79 27,822.79
Total Equity (B) 1,11,981.28 1,11,981.28
Debt/ Equity (C = A/B)” 6.58 6.67

*The debt-equity ratio post Issue in indicative on account of the assumed inflow of % 10,000 crores from the proposed Issue. The actual
debt-equity ratio post the Issue would depend on the actual position of debt and equity on the Deemed Date of Allotment.

Shareholding of Directors in our Company

The following is the shareholding of our Directors in our Company, as on date of this Draft Shelf Prospectus:

Sr. Name of Director Number of Equity Shares held Percentage of the total
No. paid-up capital (%)

1. Parminder Chopra 2,000 Negligible
2. Rajiv Ranjan Jha 16,004 Negligible
3. Manoj Sharma Nil Nil
4. Ajay Tewari Nil Nil
5. Bhaskar Bhattacharya Nil Nil
6. Usha Sajeev Nair Nil Nil
7. Prasanna Tantri Nil Nil

Details of Promoter’s shareholding in our Company’s Subsidiary

Nil.

Details of Promoter’s shareholding in our Joint Venture and Associate Companies

Nil. Our Company has no joint venture or associate companies as on the date of this Draft Shelf Prospectus.

Details of any acquisition or amalgamation in the last one year

Nil

Details of any reorganization or reconstruction in the last one year

Our Company has not made any reorganization or reconstruction in the last one year prior to filing of this Draft Shelf

Prospectus.
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Details of debt securities were issued at a premium or a discount by the Company

Our Company has not, since its incorporation, issued any debt securities (i) for consideration other than cash,(ii) at a
premium or at a discount, except for foreign currency bonds under medium term notes programme through various
tranches - 3.95% USD Medium Term Notes 2030, 3.90% USD Medium Term Notes 2029, 4.50% USD Medium Term
Notes 2029, 6.15% USD Medium Term Notes 2028, 5.25% Medium Term Notes 2028, 3.75% USD Medium Term Notes
2027, 3.75% USD Medium Term Notes 2024, 3.25% USD Medium Term Notes 2024 and 3.35% USD Medium Term
Notes 2031. For further details, please refer to the section “Financial Indebtedness” on page 467.

Details of shareholding of our Directors in our Subsidiaries, Associate or Joint Ventures as of date of this Draft
Shelf Prospectus

Except as disclosed below, our Directors do not hold any shareholding in our Company’s Subsidiaries, Associate or Joint

Ventures as on date of this Draft Shelf Prospectus:

Holding in REC Limited

Sr. Name of Director Number of Equity Percentage of the total paid-up
No. Shares held capital (%)

1. Parminder Chopra Nil -
2. Rajiv Ranjan Jha Nil -
3. Manoj Sharma Nil -
4. Ajay Tewari Nil -
5. Bhaskar Bhattacharya Nil -
6. Usha Sajeev Nair Nil -
7. Prasanna Tantri 53 Negligible

Details of change in the promoter holding in our Company during the last financial year beyond 26 % (as prescribed

by RBI)

There has been no change in the promoter holding in our Company during the last financial year beyond 26%.

Employee Stock Option Scheme

As on the date of this Draft Shelf Prospectus, the Company does not have any existing ESOP scheme

Details of pledge or encumbrance of equity shares held by Promoter

None of the Equity Shares held by the Promoter in our Company are pledged or encumbered otherwise by our Promoter.
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OBJECTS OF THE ISSUE
Issue Proceeds

Our Company has filed this Draft Shelf Prospectus for a public issue of secured, rated, listed, redeemable, NCDs for an
amount up to X 10,000 crore (the “Shelf Limit”). The NCDs will be issued in one or more tranches up to the Shelf Limit,
on the terms and conditions as set out in the relevant Tranche Prospectus for any Tranche Issue, which should be read
together with this Draft Shelf Prospectus and the Shelf Prospectus.

The Issue is being made pursuant to the provisions of the SEBI NCS Regulations and the Companies Act and the rules
made there under. Our Company proposes to utilize the proceeds raised through the Issue, after deducting the Issue related

expenses to the extent payable by our Company (“Net Proceeds”) towards funding the objects listed under this section.

The details of the proceeds of the Issue are summarized below:

Particulars Estimated amount (Z in crore)
Gross proceeds of the Issue As specified in the relevant Tranche Prospectus for each Tranche Issue
Less: Issue related expenses* As specified in the relevant Tranche Prospectus for each Tranche Issue
Net proceeds As specified in the relevant Tranche Prospectus for each Tranche Issue

*The above Issue related expenses are indicative and are subject to change depending on the actual level of subscription to the Issue,
the number of allottees, market conditions and other relevant factors.

Requirement of Funds and Utilization of Net Proceeds

The following table details the objects of the Issue (collectively, referred to herein as the “Objects”) and the amount
proposed to be financed from Net Proceeds:

Sr. Objects of the Issue Percentage of amount proposed
No. to be financed from Net Proceeds
a. |For the purpose of onward lending, financing / refinancing the existing At least 75%

indebtedness of our Company, and/or debt servicing (payment of
interest and/or repayment / prepayment of interest and principal of
existing borrowings of our Company)*

b. |General Corporate Purposes** Maximum up to 25%
Total 100%
*Our Company shall not utilise the proceeds of this Issue towards payment of prepayment penalty, if any

**The Net Proceeds will be first utilized towards the Objects mentioned above. The balance is proposed to be utilized for general
corporate purposes, subject to such utilization not exceeding 25% of the amount raised in the Issue, in compliance with the SEBI NCS
Regulations.

The main objects clause of the Memorandum of Association of the Company permits the Company to undertake its
existing activities as well as the activities for which the funds are being raised through the Issue.

Issue related expenses break-up

The expenses for this Issue include, inter alia, lead management fees and selling commission to the Lead Managers,
Consortium Member and intermediaries as provided for in the SEBI Operational Circular, fees payable to debenture
trustees, the Registrar to the Issue, SCSBs’ commission/ fees, printing and distribution expenses, legal fees, advertisement
expenses, listing fees and any other expense directly related to the Issue. The Issue expenses and listing fees will be paid

by our Company.

The estimated breakdown of the total expenses for this Issue and the timeline for such payment for this Issue shall be as
specified in the relevant Tranche Prospectus.

Purpose for which there is a requirement of funds
As specified in the relevant Tranche Prospectus for each Tranche Issue.

Funding Plan
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Our Company confirms that for the purpose of this Issue, funding plan will not be applicable.

Summary of the project appraisal report

Our Company confirms that for the purpose of this Issue, summary of the project appraisal report will not be applicable.
Schedule of implementation of the project

Our Company confirms that for the purpose of this Issue, schedule of implementation of the project will not be applicable.
Monitoring of utilization of funds

There is no requirement for appointment of a monitoring agency in terms of the SEBI NCS Regulations. The Audit
Committee of our Company shall monitor the utilisation of the proceeds of the Issue. Our Company will disclose in our
Company’s financial statements for the relevant financial year commencing from Fiscal 2024, the utilisation of the
proceeds of the Issue under a separate head along with details, if any, in relation to all such proceeds of the Issue that
have not been utilised thereby also indicating investments, if any, of such unutilized proceeds of the Issue. Our Company
shall utilize the proceeds of the Issue only upon receipt of minimum subscription, i.e., 75% of base issue relating to the
Issue and relevant Tranche Prospectus, the execution of the documents for creation of security and the Debenture Trust
Deed and receipt of final listing and trading approval from the Stock Exchange. Our Company, in accordance with the
timeline prescribed in SEBI Listing Regulations, shall submit to the stock exchange, a statement indicating the utilization
of issue proceeds of non-convertible securities, which shall be continued to be given till such time the issue proceeds
have been fully utilised or the purpose for which these proceeds were raised has been achieved.

Interim use of proceeds

Our Management, in accordance with the policies formulated by it from time to time,will have the flexibility in deploying
the proceeds received from the Issue. Pending utilization of the proceeds out of the Issue for the purposes described above,
our Company intends to temporarily invest funds in high quality interest/ non- interest bearing liquid instruments
including money market mutual funds, deposits with banks, current account of banks or temporarily deploy the funds in
investment grade interest bearing securities as may be approved by the Board of Directors. Such investment would be in
accordance with applicable law and the investment policies approved by the Board of Directors or any committee thereof
from time to time.

Other Confirmations

In accordance with the SEBI NCS Regulations, our Company will not utilize the proceeds of the Issue towards full or
part consideration for the purchase or any other acquisition, inter alia by way of a lease, of any immovable property.

No part of the proceeds from the Issue will be paid by us as consideration to our Promoter, the Directors, Key Managerial
Personnel, or companies promoted by our Promoter except in ordinary course of business.

No part of the proceeds from the Issue will be utilized for buying, trading or otherwise dealing in equity shares of any
listed company. Further our Company undertakes that Issue proceeds from NCDs allotted to banks shall not be used for
any purpose, which may be in contravention of the RBI guidelines including those relating to classification as capital
market exposure or any other sectors that are prohibited under the RBI Regulations.

All monies received out of the Issue shall be credited/ transferred to a separate bank account maintained with a Scheduled
Bank as referred to in section 40(3) of the Companies Act 2013.

Details of all monies utilised out of the Issue referred above shall be disclosed under an appropriate separate head in our
balance sheet indicating the purpose for which such monies have been utilised along with details, if any, in relation to all
such proceeds of the Issue that have not been utilized thereby also indicating investments, if any, of such unutilized
proceeds of the Issue.

Details of all unutilised monies out of the Issue, if any, shall be disclosed under an appropriate separate head in our
balance sheet indicating the form in which such unutilised monies have been invested.

Our Company confirms that it will not use the proceeds from the Issue, directly or indirectly, for the purchase of any
business or in the purchase of any interest in any business whereby our Company shall become entitled to an interest in
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either the capital or profit or losses or both in such business exceeding 50% thereof, the purchase or acquisition of any
immovable property (direct or indirect) or acquisition of securities of any other body corporate.

The fund requirement as above is based on our current business plan and is subject to change in light of variations in
external circumstances or costs, or in our financial condition, business or strategy. Our management, in response to the
competitive and dynamic nature of the industry, will have the discretion to revise its business plan from time to time and
consequently our funding requirements and deployment of funds may also change.

There is no contribution being made or intended to be made by the Directors as part of the Issue or separately in
furtherance of the Objects of the Issue, except to the extent of NCDs subscribed by the Director (if subscribed).

Variation in terms of contract or objects in this Draft Shelf Prospectus

Our Company shall not, in terms of Section 27 of the Companies Act, 2013, at any time, vary the terms of the objects for
which this Draft Shelf Prospectus is issued, except as may be prescribed under the applicable laws and specifically under
Section 27 of the Companies Act, 2013. Further, in accordance with the SEBI Listing Regulations, in case of any material
deviation in the use of proceeds as compared to the objects of the issue, the same shall be indicated in the format as
specified by SEBI from time to time.

Utilisation of Issue Proceeds

e  All monies received pursuant to the issue of NCDs to public shall be transferred to a separate bank account as referred
to in sub-section (3) of section 40 of the Companies Act, 2013 and the SEBI NCS Regulations, and our Company
will comply with the conditions as stated therein, and these monies will be transferred to Company’s bank account
after receipt of listing and trading approvals;

e  The allotment letter shall be issued, or application money shall be refunded in accordance with the Applicable Law
failing which interest shall be due to be paid to the applicants at the rate of 15% per annum for the delayed period;

e  Details of all utilised and unutilised monies out of the monies collected out of each Tranche Issue and previous issues
made by way of public offers, if any, shall be disclosed under an appropriate separate head in our balance sheet till
the time any part of the proceeds of such issue remain unutilised, indicating the purpose for which such monies have
been utilised and the securities or other forms of financial assets in which such unutilized monies have been invested;

e  The Issue proceeds shall not be utilised towards full or part consideration for the purchase or any other acquisition,
inter alia, by way of a lease, of any immovable property;

e  We shall utilise the Issue proceeds only after (i) receipt of minimum subscription, i.e., 75% of the Base Issue Size
pertaining to each Tranche Issue; (ii) completion of Allotment and refund process in compliance with Section 40 of
the Companies Act, 2013; (iii) creation of security; (iv) obtaining requisite permissions or consents for creation of
pari passu charge over assets sought to be provided as Security; (v) obtaining listing and trading approval as stated
in this Draft Shelf Prospectus in the section titled “Issue Structure” on page 543;

e  The Issue proceeds shall be utilised in compliance with various guidelines, regulations and clarifications issued by
RBI, SEBI or any other statutory authority from time to time. Further the Issue proceeds shall be utilised only for
the purpose and objects stated in the Offer Documents; and

e If Allotment is not made, application monies will be refunded/unblocked in the ASBA Accounts within 6 Working
days from the Issue Closing Date or such lesser time as specified by SEBI, failing which interest will be due to be
paid to the Applicants in accordance with applicable laws.

Benefit / interest accruing to Promoter/Directors out of the object of the Issue

Neither our Promoter nor the Directors of our Company are interested in the Objects of this Issue.
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STATEMENT OF POSSIBLE TAX BENEFITS

STATEMENT OF POSSIBLE TAX BENEFITS AVAILABLE TO THE DEBENTURE HOLDER(S) UNDER
THE APPLICABLE LAWS IN INDIA

Date: July 6, 2023
To,
The Board of Directors

Power Finance Corporation Limited
Urjanidhi, 1,

Barakhamba Lane,

Connaught Place,

New Delhi 110 001.

(the “Company”’)

Dear Ma’am/Sir,

Re: Proposed public issue by Power Finance Corporation Limited (“Issuer’/ “Company”) of secured, rated, listed,
redeemable, non-convertible debentures of face value of T 1,000 each (“NCDs”) for an amount aggregating to ¥
10,000 Crore (the “Shelf Limit”) (“Issue”, “Issue Size”). The NCDs will be issued in one or more tranches up to
the Shelf Limit, on terms and conditions as set out in relevant Tranche Prospectus(es) for each Tranche Issue.

This is to certify that “Statement of Possible Tax Benefits” is as incorporated in Annexure A and is in the form it appears
in the Draft Shelf Prospectus / Shelf Prospectus / relevant Tranche Prospectus(es) (“Offer Document”). We consent to
its reproduction in the Offer Document.

Our views expressed in this statement are based on the facts and assumptions as indicated in the statement. Our views
are not binding on any authority or court, and so, no assurance is given that a position contrary to that expressed herein
would not be asserted by any authority and ultimately sustained by an Appellate Authority or a Court of law. Our views
are based on the existing provisions of law and its interpretation, which are subject to change from time to time. We do
not assume responsibility to update the views consequent to such changes. Reliance on this statement is on the express
understanding that we do not assume responsibility towards the investors who may or may not invest in the proposed
issue relying on this statement.

This statement has been prepared solely in connection with the Issue under the Securities and Exchange Board of India
(Issue and Listing of Non-Convertible Securities) Regulations, 2021, as amended.

The statement is neither a reproduction nor an extract of the relevant provisions of the Income Tax Act, 1961 and is an
attempt to correlate the relevant provisions in a simplified manner.

We undertake to immediately inform the Lead Managers and legal counsels in case of any changes or any material
developments in respect to the matters covered above only upon receipt of knowledge of the same from the Company till
the listing of the securities. In the absence of any such communication, it may be assumed that the above information is
accurate and updated and there is no change in respect of the matters covered in this certificate.

We also authorize you to deliver a copy of this letter pursuant to the provisions of the Companies Act, 2013 to Securities
and Exchange Board of India, the Registrar of Companies, BSE Limited (“Stock Exchange”) or any other regulatory
authority as required by law. We further consent to the above details being included for the Records to be maintained by
the Lead Managers in connection with the Issue and in accordance with applicable laws.
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This letter may be relied upon by Lead Managers and the legal advisors to the Issue in respect of the Issue.

Sincerely,

Dass Gupta & Associates
Chartered Accountants
FRN: 000112N

CA Naresh Kumar
Partner
Membership No. 082069

Place: New Delhi
Date: July 6, 2023
UDIN: 23082069BGZGVZ8027
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Prem Gupta & Company
Chartered Accountants
FRN: 000425N

CA Shakun Gupta
Partner
Membership No. 506838

Place: New Delhi
Date: July 6, 2023
UDIN: 23506838BGYZMD5297



ANNEXURE
STATEMENT OF SUMMARY OF TAX BENEFITS

e The information provided below sets out the possible direct tax benefits available to the debenture holders of the
company in a summary manner only and is not a complete analysis or listing of all potential tax consequences of the
subscription, ownership and disposal of non-convertible debentures ("debentures"), under the current tax laws
presently in force in India. Several of these benefits are dependent on the debenture holders fulfilling the conditions
prescribed under the relevant tax laws. Hence, the ability of the debenture holders to derive the tax benefits is
dependent upon fulfilling such conditions, which, based on commercial imperatives a debenture holder faces, may
or may not choose to fulfil. We do not express any opinion or provide any assurance as to whether the Company or
its debenture holders will continue to obtain these benefits in future. The following overview is not exhaustive or
comprehensive and is not intended to be a substitute for professional advice.

e Debenture holders are advised to consult their own tax consultant with respect to the tax implications of an
investment in the debentures particularly in view of the fact that certain recently enacted legislation may not have a
direct legal precedent or may have a different interpretation on the benefits, which an investor can avail.

e  Our views expressed in this statement are based on the facts and assumptions as indicated in the statement. No
assurance is given that the revenue authorities/courts will concur with the views expressed herein. Our views are
based on the existing provisions of law and its interpretation, which are subject to change from time to time. We do
not assume responsibility to update the views consequent to such changes. Reliance on this statement is on the
express understanding that we do not assume responsibility towards the investors who may or may not invest in the
proposed issue relying on this statement.

e  The statement is neither a reproduction nor an extract of the relevant provisions of the Income Tax Act, 1961 and is
an attempt to correlate the relevant provisions in a simplified manner.

e This statement has been prepared solely in connection with the Issue under the Regulations as amended.

STATEMENT OF POSSIBLE TAX BENEFITS AVAILABLE TO THE DEBENTURE HOLDER(S)

This Annexure is based on the provisions of the Income-tax Act, 1961 (‘IT Act’) in force as on the current date, after
considering the amendments made by the Finance Act, 2023 (‘FA, 2023°).

Act

This Annexure intends to provide general information on the applicable provisions of the IT Act. However, in view of
the nature of the implications, the investors are best advised to consult their respective tax advisors/consultants for
appropriate counsel with respect to the specific tax and other implications arising out of their participation in the Portfolio

as indicated herein.

Taxability under the IT Act

Section 504A of the IT Act

The Finance Act, 2023 has inserted section S0AA to the IT Act to provide for a special provision for computation of
capital gains in case of Market Linked Debenture (MLD). For the purposes of the said section, MLD have been defined
in the Explanation thereto to mean a security by whatever name called, which has an underlying principal component in
the form of a debt security and where the returns are linked to the market returns on other underlying securities or indices,
and includes any security classified or regulated as a MLD by the Securities and Exchange Board of India.

Based on the definition, MLD has the following essential features:

It is a security in the nature of debt;

It has an underlying principal component;

Returns with respect to such security are linked to market returns on other underlying securities or indices;

And, by way of extension, it is also provided that any security classified or regulated by SEBI as an MLD, shall for
the purposes of section S0AA of the IT Act, be deemed to be an MLD
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The Non-Convertible Debentures (NCDs) issued/ proposed to be issued by the issuer creates a borrower-lender
relationship between the issuer and subscriber and to that extent, such NCDs constitute a security in the nature of debt.
Further, such NCDs, by their very nature, have a principal component (which is the price at which the subscriber
subscribes to such NCDs).

However, the returns with respect to such NCDs (excess of redemption value over the principal component) is a fixed
return and is not linked to any market return or underlying security or indices.

Given the same, the NCDs issued by the issuer do not satisfy the first limb of the definition of MLD as provided in the
Explanation to section SOAA of the IT Act and thus, such NCDs should not constitute an MLD for the purposes of section
S50AA of the IT Act.

The second limb of the definition of MLD which deems any security classified or regulated by SEBI as an MLD, to be
an MLD for the purposes of section S0AA of the IT Act, is an independent limb and need to be construed as such. We
have been given to understand that, at present, the NCD issued/ proposed to be issued by the issuer is neither classified
nor regulated by the SEBI as an MLD and accordingly, the NCDs issued by the issuer should not constitute an MLD for
the purposes of section S0AA of the IT Act. However, the said fact-pattern would have to be re-visited in light of any
amendment in the law as may be notified by SEBI in future.

A. Common provisions applicable to both Resident and Non-Resident debenture holders:
1. Determination of head of income for the purpose of assessability:

The returns received by the investors from the Non-Convertible Debentures (‘NCD”) in the form of ‘interest’ and
gains on transfer of the NCD, may be characterized under the following broad heads of income for the purposes
of taxation under the IT Act:

e Profits and gains of business or profession (‘PGBP’);
e Capital gains (‘CG’); and
e Income from other sources (‘IFOS’).

For determining the appropriate head of income (as mentioned above) vis-a-vis the income or loss earned on/ from
the NCD, it will be pertinent to analyse whether the NCD are held as ‘Investments’ i.e. capital asset or as ‘Stock-
in-trade’.

If the NCD are held as ‘Stock-in-trade’, interest income as well as gain or loss on its transfer will be assessed to
tax under the head PGBP, whereas, if the NCD are held as ‘Investments’, then the interest income will be assessed
to tax under the head IFOS and any gain/ loss on its transfer will be assessed to tax under the head CG (explained
in ensuing paragraphs), based on facts of each case.

However, as per section 2(14) of the IT Act, ‘capital asset’ includes, inter alia, securities held by a Foreign
Institutional Investor (‘FII’) [now known as Foreign Portfolio Investor (‘FPI’)] which has invested in such
securities in accordance with the regulations made under Securities and Exchange Board of India Act, 1992.
Accordingly, such securities, held by an FII, will be characterised as ‘capital asset’ and classification as ‘Stock-
in-trade’ shall not apply.

The investors may obtain specific advice from their tax advisors regarding the above classification and tax
treatment.

2. Taxation of Interest and Gain/ loss on transfer of debentures:

- Taxation of Interest

Income by way of interest received on NCD held as ‘Investments’ (i.e. capital asset) will be charged to tax under
the head IFOS at the rates applicable to the investor after deduction of expenses, if any, allowable under section
57 of the IT Act. These are essentially expenses (not being in the nature of capital expenditure) laid out or expended
wholly and exclusively for the purpose of earning the interest income. In case of NCD held as ‘Stock-in-trade’,
interest received thereon will be charged to tax under the head PGBP. Further, any expenditure specifically laid
out or expended wholly and exclusively for the purpose of earning such interest income shall be allowed as
deduction while computing income under the head PGBP.
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The investors may obtain specific advice from their tax advisors regarding the tax treatment of their Interest
income.

- Taxation of gain or loss on transfer

(a) Taxable under the head PGBP

As discussed above, depending on the particular facts of each case, the NCD may, in certain cases, be regarded
to be in the nature of ‘Stock-in-trade’ and, accordingly, the gains from the transfer of such NCD should be
considered to be in the nature of business income and hence chargeable to tax under the head PGBP.

In such a scenario, the gains from the business of investing in the NCD may be chargeable to tax on a ‘net’ basis
(i.e. net of allowable deductions for expenses/allowances under Chapter IV — Part D of the IT Act).

Based on section 145 of the IT Act, the timing of charging any income to tax would depend on the method of
accounting followed by the taxpayer consistently (i.e. cash or mercantile).

Investors should obtain specific advice from their tax advisors regarding the manner of computing business
income, the deductions available therefrom and the tax to be paid thereon.

(b) Taxable under the head Capital Gains

As discussed above, based on the particular facts of each case, the NCD may, in certain cases, be regarded to be
held as ‘Investments’ in which case the gains or loss from the transfer of such NCD should be chargeable to tax
under the head CG.

In such a scenario, the gains / loss from the transfer of such NCD may be chargeable to tax on a ‘net’ basis (i.e.
net of acquisition cost of NCD, expenditure incurred in relation to transfer of NCD).

Investors should, however, seek specific advice from their tax advisors/ consultants in respect of
characterization of capital gains, the manner of computation and the tax to be paid thereon.

3. Period of holding and Capital gain — long term & short term:

As per section 2(29AA) read with section 2(42A) of the IT Act, listed NCD is treated as a long-term capital asset
if the same is held for more than 12 months immediately preceding the date of its transfer and consequently, the
gain/ loss on transfer of such NCD should be treated as long term capital gain/ loss.

Accordingly, if listed NCD is held for up to 12 months immediately preceding the date of its transfer, the same
should be treated as a short-term capital asset and the gain/ loss on transfer of such NCD should be treated as short-
term capital gain/ loss.

Without prejudice to the fact that the NCDs to be issued by the issuer are not MLD (as has been concluded at the
outset), where, for whatsoever reasons, the NCDs are treated as MLDs, then in such cases, as per the amendment
by the FA, 2023, the capital gains arising on transfer or redemption or maturity of such NCDs shall be deemed to
be capital gains arising from transfer of a short-term capital asset. Further, in computing the capital gains, no
deduction shall be allowed on account of Securities Transaction Tax (STT) paid, if any.

4. Computation of capital gains and tax thereon
Capital gains is computed after reducing from the consideration received for the transfer of the capital asset [‘full
value of consideration (FVC)], the cost of acquisition (CoA) of such asset and the expenses incurred wholly and
exclusively in connection with the transfer. The capital gains so computed will be chargeable to tax at the rates as
detailed in the ensuing paragraphs.

5. Set off of capital losses

As per section 74 of the IT Act, long-term capital loss incurred during a year can be set-off only against long-term
capital gains arising in that year or in subsequent years and cannot be set-off against short-term capital gains arising
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in that year or in subsequent years. The long-term capital loss remaining after set-off, if any, can be carried forward
for eight years immediately succeeding the year in which the loss was first computed, to be for set-off against
subsequent years’ long-term capital gains.

On the other hand, short-term capital loss incurred during a year can be set-off against both, short-term and long-
term capital gains of the same year or of subsequent years. The short-term capital loss remaining after set-off, if
any, can be carried forward for eight years immediately succeeding the year in which the loss was first computed,
to be set-off against subsequent years’ short-term as well as long-term capital gains.

B. Tax benefits available to Resident NCD holders:

Interest on NCD received by resident NCD holders would form part of their total income and be subject to tax at
the applicable rates of tax (Note 1 and 2 below) in accordance with and subject to the provisions of the IT Act.

Capital gains on transfer of NCD shall be computed by deducting from the FVC, expenditure incurred wholly
and exclusively in connection with the transfer and the CoA of the NCD.

As per section 112 of the IT Act, capital gains arising on the transfer of long-term capital assets being listed
debentures are subject to tax at the rate of 10% (plus applicable surcharge and health & education cess — Note 2
below) on the capital gains calculated without indexing the cost of acquisition (Fourth proviso to Section 48
restricts indexation benefit in case of long-term capital asset being a bond or debenture).

In case of an individual or HUF, being a resident, where the total income as reduced by such long-term capital
gains is below the maximum amount which is not chargeable to income-tax, then, such long-term capital gains
shall be reduced by the amount by which the total income as so reduced falls short of the maximum amount which
is not chargeable to income-tax and the tax on the balance of such long-term capital gains shall be computed at the
rate mentioned above.

Short-term capital gains on the transfer of listed debentures, where debentures are held for a period of not more
than 12 months would be taxed at the applicable rates of tax (as mentioned in Note 1 and 2 below) in accordance
with the provisions of the IT Act.

C. Tax benefits available to Non-Resident debenture holders:

A non-resident Indian has an option to be governed by Chapter XII-A of the IT Act, subject to the provisions
contained therein which are given in brief as under:

As per section 115C(e) of the IT Act, the term "non-resident Indian" means an individual, being a citizen of India
or a person of Indian origin who is not a "resident". A person shall be deemed to be of Indian origin if he, or
either of his parents or any of his grand-parents, was born in undivided India.

As per section 115E of the IT Act, interest income from debentures acquired or purchased with or subscribed to
in convertible foreign exchange will be taxable at 20% (plus applicable surcharge and cess), whereas long term
capital gains on transfer of such debentures will be taxable at 10% (plus applicable surcharge and cess — Note 2
below) of such capital gains without indexation of CoA. Short-term capital gains will be taxable at the applicable
rates of tax (as mentioned in Note 1 and 2 below) in accordance with and subject to the provisions contained
therein.

Under section 115F of the IT Act, long term capital gains arising to a non-resident Indian from transfer of
debentures acquired or purchased with or subscribed to in convertible foreign exchange will be exempt from
capital gain tax if the whole of the net consideration is invested within six months after the date of transfer of the
debentures in any specified asset or in any saving certificates referred to in section 10(4B) of the IT Act in
accordance with and subject to the provisions contained therein.

Under section 115G of the IT Act, it shall not be necessary for a non-resident Indian to file a return of income
under section 139(1) of the IT Act, if his total income consists only of investment income as defined under section
115C and/or long term capital gains earned on transfer of such investment acquired out of convertible foreign
exchange, and the tax has been deducted at source from such income under the provisions of Chapter XVII-B of
the IT Act in accordance with and subject to the provisions contained therein.
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e Under section 115H of the IT Act, where a non-resident Indian becomes a resident in India in any subsequent
year, he may furnish to the Assessing Officer a declaration in writing along with return of income under section
139 for the assessment year for which he is assessable as a resident, to the effect that the provisions of Chapter
XII-A shall continue to apply to him in relation to the investment income (other than on shares in an Indian
Company) derived from any foreign exchange assets in accordance with and subject to the provisions contained
therein. On doing so, the provisions of Chapter XII-A of the IT Act shall continue to apply to him in relation to
such income for that assessment year and for every subsequent assessment year until the transfer or conversion
(otherwise than by transfer) into money of such assets.

e Inaccordance with and subject to the provisions of section 115-1 of the IT Act, a non-resident Indian may opt not
to be governed by the provisions of Chapter XII-A of the IT Act. In such a case, long-term capital gains on
transfer of listed debentures would be subject to tax at the rate of 10% (plus applicable surcharge and cess — Note
2 below) computed without indexation of CoA.

o Interest income and short-term capital gains on the transfer of listed debentures, where debentures are held for a
period of not more than 12 months preceding the date of transfer, would be taxed at the applicable rates of tax
(as mentioned in Note 1 and 2 below) in accordance with and subject to the provisions of the IT Act.

» Without prejudice to the fact that the NCDs to be issued by the issuer are not MLD (as has been concluded at the
outset), where, for whatsoever reasons, the NCDs are treated as MLDs, then in such cases, as per the amendment
by the FA, 2023, the capital gains arising on transfer or redemption or maturity of such NCDs shall be deemed
to be capital gains arising from transfer of a short-term capital asset. Further, in computing the capital gains, no
deduction shall be allowed for Securities Transaction Tax (STT) paid, if any.

e Where debentures are held as stock-in-trade, the income on transfer of debentures would be taxed as business
income in accordance with and subject to the provisions of the IT Act.

e As per section 90(2) of the IT Act read with the Circular no. 728 dated October 30, 1995, issued by the Central
Board of Direct Taxes (‘CBDT’), in the case of a remittance to a country with which a Double Tax Avoidance
Agreement (‘DTAA”) is in force, the tax should be deducted at the rate provided in the Finance Act of the relevant
year or at the rate provided in the DTAA, whichever is more beneficial to the assessee. However, submission of
a valid and subsisting tax residency certificate (“‘TRC’) is a mandatory condition for availing benefits under any
DTAA. If the TRC does not contain the prescribed particulars, a self-declaration in Form 10F would need to be
provided by the assessee along with the TRC which is valid and subsisting.

D. Tax benefits available to Foreign Institutional Investors (‘FII’s) or Foreign Portfolio Investors (‘FPI’s):

e In accordance with and subject to the provisions of section 115AD of the IT Act, long-term capital gains on
transfer of debentures by FIIs are taxable at 10% (plus applicable surcharge and cess — Note 2 below) and short-
term capital gains are taxable at 30% (plus applicable surcharge and cess - Note 2 below). The benefit of
indexation of CoA will not be available.

¢ Income other than capital gains arising out of debentures is taxable at 20% (plus applicable surcharge and cess -
Note 2 below) in accordance with and subject to the provisions of Section 115AD of the IT Act.

e However, the above is subject to any relief available under DTAA entered into by the Government of India (as
mentioned in Point C above).

e The CBDT has issued Notification No.9 dated 22 January 2014 which provides that Foreign Portfolio Investors
(FPI) registered under SEBI (Foreign Portfolio Investors) Regulations, 2014 shall be treated as FII for the purpose
of Section 115AD of the IT Act.

E. Withholding provisions
The withholding provisions provided under the IT Act are machinery provisions meant for tentative deduction of

income-tax subject to regular assessment. The withholding tax is not the final liability to income-tax of an assessee.
For rate of tax applicable to an assessee, please refer Notes 1 and 2 below:
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Sr. No.

Scenarios

Provisions

Withholding tax rate on
interest on NCD issued
to Indian residents

- Interest paid to residents other than insurance companies will be subject to
withholding tax as per section 193 of the IT Act at the rate of 10 per cent.

- No tax is required to be deducted on interest paid to an individual or a HUF, in
respect of debentures issued by a company in which the public is substantially

interested if:

o the amount of interest paid to such person in a financial year does not exceed
INR 5,000; and

e such interest is paid by an account payee cheque

Withholding tax rate on
interest on NCD issued
to Foreign Institutional
Investor (FII)

Interest on NCD issued to FII may be eligible for concessional withholding tax
rate of 5 per cent under section 194LD of the IT Act, provided the interest coupon
on such NCDs does not exceed the rates as notified by the Central Government.

Conditions to avail lower withholding tax rate of 5 percent are as under:

a. Interest should be payable on or after 01 June 2013 but before 01 July 2023 in
respect of investments made in (i) rupee denominated bond of an Indian
Company; or (i) a government security.

b. Interest coupon on such NCDs should not exceed the rates as notified by the
Central Government.

- Interest to a non-resident, not being a company or to a foreign company by a
specified company or a business trust, may alternatively be eligible for
concessional tax rate of 5 per cent under section 194LC(2)(ia) of the IT Act in
respect of monies borrowed by it from a source outside India by way of issue of
rupee denominated bond before the 1% day of July 2023.

The FA, 2023 has extended the applicability of section 194LC of the IT Act with
the following modification:

1. The provisions of section 194LC of the IT Act shall continue to apply to monies
borrowed from a source outside India by way of issue of long-term bond or
rupee denominate bond on or after 1 July 2023_where such bond is listed on a
recognised stock exchange located in an International Financial Services
Centre.

2. The rate of tax in case of the aforesaid borrowings shall be 9 per cent.
3. With respect to the borrowings made prior to 1 July 2023, the provisions of

section 194LC of the IT Act, as they applied at that time, shall continue to
apply sans the modification discussed supra.

4. No extension of date for payment of interest in case of section 194LD of the
IT Act has been made by the FA, 2023. Where such remains the case, interest
therein shall then be subject to tax at the rate of 20% (excluding applicable
surcharge and cess) subject to availability of DTAA benefits.

- Withholding rate will be increased by surcharge as applicable (Refer Note 2) and
a health and education cess of 4 per cent on the amount of tax plus surcharge as
applicable. However, where the withholding is done as per the rate of tax provided
under the relevant DTAA, the said rate shall not be required to be increased by a
surcharge and health and education cess.

Withholding tax rate on
interest on NCD issued
to non-residents other

Interest payable to non-resident (other than FII) would be subject to withholding
tax at the rate of 30 per cent/ 40 per cent as per the provisions of section 195 of
the IT Act subject to relief under the relevant DTAA depending upon the status of
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Sr. No.| Scenarios Provisions

than FIIs the non-resident.

- Alternatively, benefits of concessional rates of 5/ 9 per cent under section 194LC
of the IT Act provided the said interest falls within the ambit of the provisions of
section 194LC of the IT Act and meets the conditions mentioned therein which
inter-alia includes the loan / bond being issued prior to/ on or after 1% July 2023,
obtaining approval from the Central Government with respect to the rate of
interest, etc.

- Withholding rate will be increased by surcharge as applicable (Refer Note 2) and
a health and education cess of 4 per cent on the amount of tax plus surcharge, as
applicable.

Withholding tax rate on |- As per section 194Q of the IT Act, any sum payable by a ‘buyer’ to a resident for
purchase of ‘goods’ purchase of ‘goods’ of the value exceeding INR 50 Lakhs shall be liable to
withholding at the rate of 0.1 percent.

- Buyer means a person whose total sales, turnover or gross receipts from the
business carried on by him exceeds INR 10 crores in the financial year
immediately preceding the financial year in which the purchase is carried out.

- TDS shall not be applicable where;
a. Tax is deductible under any of the provisions of the IT Act; or

b. Tax is collectible under the provisions of section 206C of the IT Act other than
a transaction to which section 206C(1H) of the IT Act applies

- The CBDT has issued Circular No 13 of 2021 dated 30 June 2021 laying down
guidelines under section 194Q of the IT Act. It inter alia provides that TDS under
section 194Q of the IT Act shall not apply to transaction in securities and
commodities which are traded through recognised stock exchanges or cleared and
settled by the recognised clearing corporation (including exchanges or corporation
located in IFSC).

- Given that the Circular does not provide clarity in respect of shares/ securities
traded off-market, it is advisable that the investors obtain specific advice from
their tax advisors regarding applicability of these provisions.

F. Requirement to furnish PAN under the IT Act

1.

il.

Section 139A(5A) requires every person from whose income tax has been deducted under the provisions of chapter
XVIIB of the IT Act, to furnish his PAN to the person responsible for deduction of tax at source.

As per provisions of section 206AA of the IT Act, the payer would be obliged to withhold tax at higher of the
following rates in case the deductee has not furnished PAN to the payer:

(1) at the rate in force specified in the relevant provision of the IT Act; or
(i1) at the rates in force; or
(iii) at the rate of twenty per cent

Section 206AA of the IT Act provides that the provisions shall not apply to non-residents in respect of payment of
interest on long-term bonds as referred to in section 194LC and any other payment subject to such conditions as may
be prescribed.

Further, as per Rule 37BC of the Income-tax Rules, 1962 (‘the Rules’), the provisions of section 206AA shall not

apply to non-residents where the non-residents provide the following information to the payer of such income:
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iii.

e Name, email-id, contact number;

e Address in the country or specified territory outside India of which the deductee is a resident;

e A certificate of his being resident in any country or specified territory outside India from the government of the
other country or specified territory if the law of that country or specified territory provides for issuance of such
certificate;

e Tax Identification Number of the deductee in the country or specified territory of his residence and in a case, no
such number is available, then a unique number on the basis of which the deductee is identified by the
Government of that country or the specified territory of which he claims to be a resident.

Where an incorrect PAN is provided, it will be regarded as non-furnishing of PAN and TDS shall be deducted as
mentioned above, apart from any other penal consequences that may ensue.

Further, as per section 2060AB of the IT Act, with effect from 1 July 2021, payments made to specified persons will
be subject to TDS at rate which is higher of the following:

o twice the rate specified in the relevant provision of the IT Act; or
e twice the rate or rates in force; or
o the rate of 5%

In cases, where both section 206 A A and section 206AB of the IT Act are applicable, taxes shall be deducted at higher
of the rate than prescribed under both the sections.

For the purpose of section 206AB of the IT Act, specified person means any person-

e Who has not filed an income-tax return for the AY relevant to the previous year immediately preceding the
previous year in which tax is required to be deducted, and the prescribed time limit to file the income-tax return
has expired;

e The aggregate amount of TDS is INR 50,000 or more in each of these previous years

But other than a non-resident who does not have a permanent establishment in India. Further, FA, 2023 has carved-
out from the definition of ‘specified person’ under section 206AB of the IT Act, a person who is not required to file/
furnish a return of income and who, in that behalf, is notified by the Central Government vide the Official Gazette.

General Anti Avoidance Rules (“GAAR”)

The General Anti Avoidance Rule (°“GAAR’’) was introduced in the IT Act by the Finance Act, 2012. The Finance
Act, 2015 made the provisions of GAAR applicable prospectively from 1 April 2017. Further, income accruing,
arising, deemed to accrue or arise or received or deemed to be received by any person from transfer of investments
made up to 31 March 2017 would be protected from the applicability of GAAR.

Exemption under Section S4F of the IT Act

Exemptions may be claimed from taxation of LTCG if investments in certain specified securities/assets is made
subject to fulfillment of certain conditions.

Section 54F of the IT Act exempts long-term capital gains on transfer of any long-term capital asset (other than a
residential house), held by an individual or HUF, if the net consideration is utilized to purchase/ construct a
residential house within the specified timelines.

Note 1: Tax Rates

Resident Individuals and Hindu Undivided Families:

The FA, 2023 has amended section 115BAC of the IT Act by, inter alia, inserting sub-section (1A) thereto to provide
that the tax regime provided under section 115BAC of the IT Act shall be the default tax regime applicable in case of an
individual, HUF, AOP (other than a co-operative society), body of individual or artificial juridical, beginning with the
financial year 2023-24, except where the assessee specifically opts to be governed by the erstwhile regime.

In such cases, the following shall be the rate of tax applicable:
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Slab Tax rate

Total income up to INR 3,00,000 Nil
More than INR 3,00,000 but up to INR 6,00,000 5 per cent of excess over INR 3,00,000
More than INR 6,00,000 but up to INR 9,00,000 10 per cent of excess over INR 6,00,000 + INR 15,000

More than INR 9,00,000 but up to INR 12,00,000 15 per cent of excess over INR 9,00,000 + INR 45,000
More than INR 12,00,000 but up to INR 15,00,000 20 per cent of excess over INR 12,00,000 + INR 90,000
More than INR 15,00,000 30 per cent of excess over INR 15,00,000 + INR 1,50,000

In computing the income-tax under the new regime, certain deductions like standard deduction available to salaried
taxpayers, etc., shall be allowed. However, most of the deductions/exemptions such as section 80C, 80D, etc. would need
to be foregone.

A resident individual (whose total income does not exceed Rs 7,00,000) whose income is chargeable to tax under sub-
section (1A) of section 115BAC can avail rebate under section 87A. It is deductible from income tax before calculating
health and education cess. The amount of rebate available would be 100 per cent of income-tax chargeable on his total
income or Rs 25,000, whichever is less. Further, where the total income exceeds Rs 7,00,000, the assessee shall be entitled
for deduction of an amount equal to the amount by which the income-tax payable on the total income exceeds the amount
by which the total income exceeds Rs 7,00,000.

Where the assessee as stated above, specifically opts to be governed by the erstwhile regime, the income earned by
assessee should be liable to tax as per the applicable slab rates (plus applicable surcharge and health and education cess)
based on the taxable income of such assessee. The slab rates applicable to such investors (other than resident individuals
aged 60 years or more) are as follows:

Income Tax rate”

Up to INR 2,50,000% NIL

Exceeding INR 2,50,000 up to INR 5,00,000¢ | 5 per cent of the amount by which the total income exceeds INR
2,50,000

Exceeding INR 5,00,000 up to INR 10,00,000 | 20 per cent of the amount by which the total income exceeds INR

5,00,000 plus INR 12,500%

Exceeding INR 10,00,000 30 per cent of the amount by which the total income exceeds INR

10,00,000 plus INR 112,500%

@ A resident individual (whose total income does not exceed Rs 500,000) can avail rebate under section 87A. It is
deductible from income tax before calculating health and education cess. The amount of rebate available would be
100 per cent of income-tax chargeable on his total income or Rs 12,500, whichever is less.

* plus surcharge if applicable and a health and education cess ('cess’) of 4 per cent on the amount of tax plus surcharge,
if applicable).

#  for resident senior citizens of sixty years of age and above but below eighty years of age, Rs 250,000 has to be read

as Rs 300,000 and for resident senior citizens of eighty years of age and above (“super senior citizen) Rs 250,000’

has to be read as Rs 500,000.

Similarly, for resident senior citizens of sixty years of age and above but below eighty years of age, Rs 12,500 has to

be read as Rs 10,000 and Rs 112,500 has to be read as Rs 110,000. And for super senior citizen Rs 12,500 has to be

read as Nil and Rs 112,500 has to be read as Rs 100,000.

Partnership Firms & LLP’s:

The tax rates applicable would be 30 per cent (plus surcharge if applicable — Refer Note 2 and a health and education
cess of 4 per cent on the amount of tax plus surcharge, if applicable).

Domestic Companies:

Type of Domestic company Base normal tax rate on income | Base MAT
(other than income chargeable at | rate
special rates)

Domestic companies having turnover or gross receipts of | 25 per cent 15 per cent
upto Rs 400 Cr in FY 2020-21 (For AY 2023-24) and in FY
2021-22 (For AY 2024-25)

Domestic manufacturing company set-up and registered on | 25 per cent 15 per cent
or after 1 March 2016 subject to fulfilment of prescribed
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Type of Domestic company Base normal tax rate on income | Base MAT
(other than income chargeable at | rate
special rates)
conditions (Section 115BA)
Any domestic company (even if an existing company or | 22 per cent Not applicable
engaged in non-manufacturing business) has an option to
avail beneficial rate, subject to fulfilment of prescribed
conditions (Section 115BAA)
Domestic manufacturing company set-up and registered on | 15 per cent Not applicable
or after 1 October 2019 and commences manufacturing upto
31 March 2024, has an option to avail beneficial rate, subject
to fulfilment of prescribed conditions (Section 115BAB)
Domestic companies not falling under any of the above | 30 per cent 15 per cent
category

Note 2: Surcharge (as applicable to the tax charged on income)

Non-corporate assessees (other than firm, co-operative societies and FIIs):

Particulars

Rate of Surcharge

Where total income (including dividend income and income under the
provisions of section 111A, section 112A and section 112 of the IT Act)
does not exceed Rs 50 lacs

Nil

Where total income (including dividend income and income under the
provisions of section 111A, section 112A and section 112 of the IT Act)
exceeds Rs 50 lacs but does not exceed Rs 1 crore

10 per cent on total tax

Where total income (including dividend income and income under the
provisions of section 111A section 112A and section 112 of the IT Act)
exceeds Rs 1 crore but does not exceed Rs 2 crore

15 per cent on total tax

Where total income (excluding dividend income and income under the
provisions of section 111A, section 112A and 112 of the IT Act) does not
exceed Rs 2 crore but total income (including dividend income and income
under the provisions of section 111A, section 112A and 112 of the IT Act)
exceeds Rs 2 crore

15 per cent on total tax

The Finance Act, 2022 from FY 2022-23 has
capped the surcharge rates for long-term
gains chargeable to tax under section 112 of
the IT Act.

Where total income (excluding dividend income and income under the
provisions of section 111A, section 112A and section 112 of the IT Act)
exceeds Rs 2 crore

25 per cent on tax on income excluding
dividend income and income under the
provisions of section 111A, section 112A
and section 112 of the IT Act

15 per cent on tax on dividend income
and income under the provisions of
section 111A section 112A and section
112 of the IT Act.

The Finance Act, 2022 from FY 2022-23
has capped the surcharge rates for long-

term gains chargeable to tax under
section 112 of the IT Act as well.

Note: The Finance Act, 2022 from FY 2022-23 has capped the surcharge rates for long-term gains chargeable to tax

under section 112 of the IT Act as well.

As per the FA, 2023, the maximum surcharge rate in case of capital gains chargeable to tax under section 112 of the IT
Act, in case of an assessee being an individual, HUF, AOP (not being a co-operative society), BOI or artificial juridical

person is also capped to 15%.

FIIs (Non — corporate):

| Particulars

|Rate of Surcharge
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Where total income (including dividend income or income of the nature
referred to in section 115AD(1)(b) of the IT Act) does not exceed Rs 50 lacs

Nil

Where total income (including dividend income or income of the nature
referred to in section 115AD(1)(b) of the IT Act) exceeds Rs 50 lacs but does
not exceed Rs 1 crore

10 per cent on total tax

Where total income (including dividend income or income of the nature
referred to in section 115AD(1)(b) of the IT Act) exceeds Rs 1 crore but does
not exceed Rs 2 crore

15 per cent on total tax

Where total income (excluding dividend income or income of the nature
referred to in section 115AD(1)(b) of the IT Act) does not exceed Rs 2 crore
but total income (including dividend income or income of the nature referred
to in section 115AD(1)(b) of the IT Act) exceeds Rs 2 crore

15 per cent on total tax

Where total income (excluding dividend income or income of the nature
referred to in section 115AD(1)(b) of the IT Act) exceeds Rs 2 crore

- 25 per cent on tax on income excluding
dividend income or income of the nature
referred to in section 115AD(1)(b) of the
IT Act

- 15 per cent on tax on dividend income or
income of the nature referred to in

section 115AD(1)(b) of the IT Act

Note: The FA, 2023 has capped the highest surcharge rate to 25 per cent.

For assessees other than those covered above:

Particulars Rate of surcharge applicable

Nil where total income does not exceed Rs 1 crore

Non-corporate taxpayers being firms and co-|From FY 2022-23 7 per cent (for firms 12 per cent) where total
operative societies income exceeds Rs 1 crore but does not exceed Rs 10 crore

From FY 2022-23 12 per cent where total income exceeds Rs 10 crore

Nil where total income does not exceed Rs 1 crore

Domestic companies (other than companies
availing benefit under section 115BAA and section

115BAB of the IT Act) Rs 10 crore

7 per cent where total income exceeds Rs 1 crore but does not exceed

12 per cent where total income exceeds Rs 10 crore

115BAA and section 115BAB of the IT Act

Domestic companies availing benefit under section | 10 per cent (irrespective of total income)

Nil where total income does not exceed Rs 1 crore

Foreign Companies (including corporate FIIs) Rs 10 crore

2 per cent where total income exceeds Rs 1 crore but does not exceed

5 per cent where total income exceeds Rs 10 crore

A health and education cess of 4 per cent is payable on the total amount of tax plus surcharge.

Notes:

e The above statement sets out the provisions of law in a summary manner only and is not a complete analysis or listing
of all potential tax consequences of the purchase, ownership and disposal of NCD.

e The above statement covers only certain relevant direct tax law benefits and does not cover benefit under any other

law.

e The above statement of possible tax benefits is as per the current direct tax laws (read along with the amendments
made by the FA, 2023) relevant for the AY 2024-25 corresponding to the FY 2023-24.

o This statement is intended only to provide general information to the investors and is neither designed nor intended
to be a substitute for professional tax advice. In view of the individual nature of tax consequences, each investor is
advised to consult his/her own tax advisor with respect to specific tax consequences of his/her investment in the NCD

of the Company.
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In respect of non-residents, the tax rates and consequent taxation mentioned above will be further subject to any
benefits available under the relevant DTAA, if any, between India and the country in which the non-resident has fiscal
domicile.

No assurance is given that the revenue authorities/courts will concur with the views expressed herein. Our views are
based on the existing provisions of law and its interpretation, which are subject to changes from time to time. We do
not assume responsibility to update the views consequent to such changes.

Several of the above tax benefits are dependent on the debenture holders fulfilling the conditions prescribed under the
relevant tax laws and subject to General Anti Avoidance Rules covered under Chapter X-A of the Act.

This Statement does not discuss any tax consequences in the country outside India of an investment in the Debentures.
The subscribers of the Debentures in the country other than India are urged to consult their own professional advisers

regarding possible income tax consequences that apply to them.

The Company is not liable to the debenture holder in any manner for placing reliance upon the contents of this
statement of tax benefits.

90



SECTION-1V - ABOUT OUR COMPANY
INDUSTRY OVERVIEW

Unless noted otherwise, The information in this section has been obtained or derived from industry sources, such as
National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329, under part
111, Section IV dated May 18, 2023, RBI  Monetary  Policy  Report, April 2023 -
https://rbidocs.rbi.org.in/rdocs/Publications/PDFs/MPRAPR2023CE7252C3A42594B408162BF7877EF7F03.PDF),
RBI Bi-monthly Monetary Policy Statement, 2023-24 Resolution of the Monetary Policy Committee — June 6-8 2023,
India Economic Survey - 2022-23), Ministry of Finance - https://www.indiabudget.gov.in/economicsurvey/index.php. The
information may not be consistent with other information compiled by third parties within or outside India. Industry
sources and publications generally state that the information contained therein has been obtained from sources it believes
to be reliable, but their accuracy, completeness and underlying assumptions are not guaranteed and their reliability
cannot be assured. Industry and government publications are also prepared based on information as of specific dates
and may no longer be current or reflect current trends. Industry and government sources and publications may also base
their information on estimates, forecasts and assumptions which may prove to be incorrect. Accordingly, investment
decisions should not be based on such information. Figures used in this section are presented as in the original sources
and have not been adjusted, restated or rounded-off for presentation in this Draft Shelf Prospectus.

Global Economy

The global economy is slowing under the impact of tighter financial conditions, high inflation, and the lingering conflict
in Ukraine. Consumer price inflation is ruling well above targets and is exhibiting persistence. In March, global financial
markets were rattled by the failures/bailouts in the banking space which triggered extreme risk aversion, meltdowns,
and flight to safety. Sovereign bond yields exhibited sizeable movements over the past six months — easing during
November-January on expectations of less aggressive monetary tightening over softer inflation prints; hardening in
February 2023 on stickier inflation and strong labour market conditions; and crashes across maturities in March on
banking and financial stability concerns. Short-term yields recorded the sharpest single-day decline in decades in March.
The US dollar weakened until January 2023, but it appreciated in February 2023. Global equity markets remained
cautious with an upward bias up to February, with sharp corrections in mid-March. Looking ahead, food and energy
insecurity, financial stability concerns and risks of debt distress pose downside risks to the outlook for emerging market
and developing economies.

In second half of 2022, global growth was stronger than anticipated, reflecting pent-up demand, accumulated household
savings, labour market gains, easing supply bottlenecks and sharp corrections in energy prices. High frequency
indicators in first quarter of 2023 point to an easing of the downturn in manufacturing and an uptick in service sector
activity. The International Monetary Fund (IMF) in its World Economic Outlook (WEO) update of January 2023 revised
up global growth projections for 2022 and 2023 by 20 basis points (bps) each to 3.4 per cent and 2.9 per cent,
respectively.

(Source: RBI Monetary Policy Report, April 2023-
https://rbidocs.rbi.org.in/rdocs/Publications/PDFs/MPRAPR2023CE7252C3A42594B408162BF7877EF7F03.PDF)

In the second quarter of 2023, the global economy is sustaining the momentum gained in the preceding quarter in spite
of still elevated though moderating inflation, tighter financial conditions, banking sector stress, and lingering
geopolitical conflicts. Sovereign bond yields are trading sideways on expectations of the imminent peaking of the
tightening cycle of monetary policy while the US dollar has appreciated. For several emerging market economies
(EMEs), weak external demand, elevated debt levels and geoeconomic disintegration amidst tighter external financial
conditions pose risks to growth prospects, although capital flows are cautiously returning to them on renewed risk
appetite.

(Source: RBI Bi-monthly Monetary Policy Statement, 2023-24 Resolution of the Monetary Policy Committee — June 6-
82023
https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR3643DFF6F8A3AE342948264641FE1DF57844.PDF)

The Indian Economy

India has an estimated population of 1.44 billion people as of April 2023. The Indian economy is one of the largest
economies in the world, with a GDP at current price of an estimated US$3.74 trillion for the fiscal year 2022- 2023.
(Source: International Monetary Fund’s World Economic Outlook -
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https://www.imf.org/en/Countries/IND#countrydata)

The below table depicts the projected real GDP growth of India in 2023 in comparison with certain other countries:

Country Estimated Real GDP Growth in 2023 (%)
China 5.2
India 5.9
Brazil 0.9
United States 1.6
United Kingdom -0.3
Japan 1.3
World 2.8

(Source: International Monetary Fund’s World Economic Outlook as of  April 2023 -
https://www.imf.org/en/Publications/WEO/Issues/2023/04/11/world-economic-outlook-april-2023)

Monetary tightening by the RBI, the widening of the CAD, and the plateauing growth of exports have essentially been
the outcome of geopolitical strife in Europe. As these developments posed downside risks to the growth of the Indian
economy in FY23, many agencies worldwide have been revising their growth forecast of the Indian economy
downwards. These forecasts, including the advance estimates released by the NSO, now broadly lie in the range of 6.5-
7.0 per cent. Despite the downward revision, the growth estimate for FY23 is higher than for almost all major economies
and even slightly above the average growth of the Indian economy in the decade leading up to the pandemic. IMF
estimates India to be one of the top two fast-growing significant economies in 2022. Despite strong global headwinds
and tighter domestic monetary policy, if India is still expected to grow between 6.5 and 7.0 per cent, and that too without
the advantage of a base effect, it is a reflection of India’s underlying economic resilience; of its ability to recoup, renew
and re-energise the growth drivers of the economy.

(Source: India Economic Survey - 2022-23), Ministry of Finance - https://www.indiabudget.gov.in/economicsurvey/index.php)

India’s recovery from the pandemic was relatively quick, and growth in the upcoming year will be supported by solid
domestic demand and a pickup in capital investment. The current growth trajectory will be supported by multiple
structural changes that have been implemented over the past few years. The private sector — financial and non-financial
— was repairing balance sheets, which led to a slowdown in capital formation in the previous decade. The financial
system stress experienced in the second decade of the millennium, evidenced by rising nonperforming assets, low credit
growth and declining growth rates of capital formation, caused by excessive lending witnessed in the first decade-plus,
is now behind us. Aided by healthy financials, incipient signs of a new private sector capital formation cycle are visible.
More importantly, compensating for the private sector’s caution in capital expenditure, the government raised capital
expenditure substantially. Budgeted capital expenditure rose 2.7X in the last seven years, from FY16 to FY23, re-
invigorating the Capex cycle. Structural reforms such as the introduction of the Goods and Services Tax and the
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Insolvency and Bankruptcy Code enhanced the efficiency and transparency of the economy and ensured financial
discipline and better compliance.

(Source: India Economic Survey - 2022-23), Ministry of Finance
https.://www.indiabudget.gov.in/economicsurvey/index.php/)

According to the Bi-Monthly Monetary Policy Statement in 2023-24 of the Monetary Policy Committee (“MPC”) for
June 6-8, 2023, the outlook for growth the Indian Economy is as follows:

a. The higher rabi crop production in 2022-23, the expected normal monsoon, and the sustained buoyancy in services
should support private consumption and overall economic activity in the current year.

b. The government’s thrust on capital expenditure, moderation in commodity prices and robust credit growth are
expected to nurture investment activity.

c. Weak external demand, geoeconomic fragmentation, and protracted geopolitical tensions, however, pose risks to
the outlook.

d. Taking all these factors into consideration, real GDP growth for 2023-24 is projected at 6.5 per cent with Q1 at 8.0
per cent, Q2 at 6.5 per cent, Q3 at 6.0 per cent, and Q4 at 5.7 per cent, with risks evenly balanced.

(Source: RBI Bi-monthly Monetary Policy Statement, 2023-24 Resolution of the Monetary Policy Committee — June 6-
8 2023 https://rbidocs.rbi.org.in/rdocs/PressRelease/PDFs/PR3643DFF6FSA3AE34294826A4641E1DF57844.PDF)

THE INDIAN POWER SECTOR
National Electricity Plan 2022-32

The National Electricity Plan includes a review of the period 2017-22, detailed capacity addition requirement during
the years 2022-27 and Perspective Plan projections for the years 2027-32. Major Highlights are as follows:

e  As per 20th EPS report, the projected electrical energy requirement and peak electricity demand on all-India basis
is 1907.8 BU and 277.2 GW for year 2026-27 respectively and 2473.7 BU and 366.4 GW for year 2031-32
respectively.

e The Installed Capacity of the country as on 31.03.2022 was 398,986.9 MW (excluding 510 MW of Diesel)
comprising of 235,599 MW thermal, 6,780 MW Nuclear and 156,607.9 MW renewable energy (including Large
Hydro). This is considered as a base installed capacity for the study period 2022-32.

e The projected capacity addition requirement during the period 2022-27 to meet the peak demand and energy
requirement for the year 2026-27 is 211,819 MW comprising of 31,880 MW of Conventional capacity (Coal-
25,580MW and Nuclear-6,300MW) and 179,939 MW of Renewable based Capacity (Large Hydro- 10,462 MW,
Solar-131,570, Wind-32,537 MW, Biomass-2,318 MW, Small Hydro-352MW PSP-2700 MW) excluding likely
Hydro based Imports of 3720MW. Additionally, the likely BESS requirement is 8,680MW/34,720 MWh during
this period.

e Based on generation planning studies carried out for the period of 2022-27, the likely Installed Capacity for the
year 2026-27 is 609,591 MW comprising of 273,038 MW of Conventional capacity (Coal- 235,133MW, Gas—
24,824MW, Nuclear-13,080MW) and 336,553 MW of Renewable based Capacity (Large Hydro-52,446 MW,
Solar-185,566 MW Wind-72,895 MW, Small Hydro-5,200 MW, Biomass- 13,000MW, PSP-7446MW) along with
BESS capacity of 8,680MW/34,720 MWh.

e The projected capacity addition requirement during the period 2027-32 to meet the peak demand and energy
requirement for the year 2031-32 is 291,802 MW comprising of 32,080 MW of Conventional capacity (Coal-25,480
MW, Nuclear-6,600 MW) and 259,722 MW of Renewable based Capacity (Large Hydro- 9,732 MW, Solar-
179,000, Wind-49,000, Biomass-2,500 MW, Small Hydro-250 MW PSP-19,240 MW). Additionally, there is likely
to be a requirement of BESS based capacity addition of 38,564 MW/201,500 MWh during this period.

e According to generation planning studies, projected electricity generation to meet the projected electrical energy
requirement during the year 2026-27 is 2025 BU which comprises of coal based -1203.4 BU, Gas based-34.1 BU,
Nuclear based- 77.9 BU, Large Hydro based- 207.7 BU (including generation from Hydro imports), PV based-
339.3 BU, Wind based- 153.5 BU and Other RE-9.1 BU.

e  The domestic coal requirement has been estimated to be 866.4 Million Tonnes for the year 2026-27 and 1025.8
Million Tonnes for the year 2031-32 and estimated requirement of 28.9 MT of coal imports for the plants designed
to run on imported coal.

e  The total fund requirement for the period 2022-2027 is estimated to be Rs. 14,54,188 crores, which also includes
the likely expenditure during 2022-27 for advance action for the projects expected to get commissioned during
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2027-2032.

e The total fund requirement for the period 2027-2032 has been estimated to be Rs. 19,06,406 crores. This fund
requirement does not include advance action for the projects which may get commissioned after 31.03.2032

e Based on the estimation of fund requirement for the period 2022-27 and considering sector-wise equity
contribution, it is estimated that developers will be required to infuse equity amount totaling to Rs. 3,63,547 crores.
Further, they will have to arrange for total debt of Rs. 10,90,641 crores.

e The equity and debt requirement (excluding fund requirement for advance action for projects during the period
beyond 31.03.2032) for the period 2027-2032 have been estimated as Rs. 4,76,602 crores and Rs. 14,29,805 crores
respectively.

(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,

under part 111, Section 1V dated 18.05.2023)

Electricity demand and generation

The electricity consumption on all-India basis during the year 2021-22, 2026-27 and 2031-32 has been assessed as
1138.4 BU, 1610.1 BU and 2133.4 BU respectively. The electrical energy requirement on all-India basis during the
year 2021-22,2026-27 and 2031-32 has been assessed as 1381.6 BU, 1907.8 BU and 2473.8 BU respectively. The peak
electricity demand has been estimated as 203.1 GW during the year 2021-22; 277.2 GW during 2026-27 and 366.4 GW
during the year 2031-32. The electrical energy consumption, T&D losses, electrical energy requirement, annual load
factor and peak electricity demand for the years 2021-22, 2026-27 and 2031-32 is summarized in Table 4.1.

As evident from Table 4.1, CAGR of electrical energy requirement from 2021-22 to 2026-27 and from 2026-27 to 203 1-
32 is expected to be 6.67 % and 5.33 % respectively. The CAGR of electrical energy requirement in the country from
the year 2016-17 to 2020-21 was 3.78%. CAGR of electrical energy consumption from 2021-22 to 2026-27 and from
2026-27 to 2031-32 is expected to be 7.18 % and 5.79% respectively. The percentage increase in electrical energy
requirement is less than the increase in electricity consumption on account of reduction in T&D losses.
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(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part I1I, Section IV dated 18.05.2023)

Installed Capacity

The Installed Capacity of the country as on 31.03.2022 was 399496.61 MW comprising of 236108.72 MW thermal,
6,780 MW Nuclear and 156607.90 MW renewables and is depicted in the Exhibit 1.1.

The country has significant potential of generation from renewable energy sources. All efforts are being made by
Government of India to harness this potential. The Installed capacity as on 31st March, 2022 from renewable energy
sources is 156607.90 MW. The total renewable installed capacity comprises of 46722.52 MW of Large Hydro,
40357.58MW of wind, 53996.54 MW of solar, 10682.36 MW of bio-Power & waste power and 4848.9MW of small

hydro plants as shown in Exhibit 1.2.
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The Installed Capacity of the country as on 31.12.2022 was 410339.23 MW comprising of 235808.91 MW thermal,
6,780 MW Nuclear and 167750.32 MW renewables (46850.17 MW of Large Hydro, 41929.78 MW of wind, 63302.49
MW of solar, 10732.23 MW of bio-Power & waste power and 4935.645 MW) as shown in Exhibit 1.5.

The growth of Installed Capacity and Electricity Generation in India from various sources is shown in Table 1.1, Exhibit
1.3 and 1.4.
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(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part I11, Section IV dated 18.05.2023)

Thermal Power

Over the years, coal/lignite fired capacity has played a central role in meeting energy demand in India. In FY'17, 78%
of total power was sourced from coal/lignite fired capacity, which moderated to 73% in FY22.

Thermal power generation accounted for approximately 73% of total generation in India during FY22, and similar levels
are expected for FY23. The contribution is likely to be around 72% in FY24. With a substantial increase in renewable
capacity and higher output from wind farms (due to improved wind speeds) and better availability of gas at competitive
prices by FY25, the contribution of coal/lignite-fired plants is expected to decrease from current levels but likely to
remain above 68% in FY25.

Coal dispatch to the thermal power sector, expected to peak at around 85% of total dispatch in FY23, is anticipated to
continue at similar levels during FY24. Improved captive mine production during FY23 and going forward alleviates
some concerns about Coal India Ltd and The Singareni Collieries Company Limited (CIL/SCCL) production ability,
transportation bottlenecks, and increasing dependence on imported coal.

(Source: CARE Ratings Limited — Thermal Power: To clock 64.8% PLF in FY24 as peak Demand to Grow by 6% dated
March 27, 2023)

The electricity generation mix of India had remained largely skewed towards coal-based power plants in the past. As
per the national power portal, thermal capacity contributed more than half (~60%) of total capacity in India while it
accounted for an overwhelmingly large share of 76% in terms of electricity generation in FY17. Between FY 17-FY23,
India has witnessed significant addition in renewable capacity installations leading to a moderation in the share of
thermal capacity to 51% as on March 31, 2023. However, thermal capacity continued to maintain the lion’s share in
overall generation at 73% in FY23.

The relevance of thermal capacity and generation is expected to remain high until FY30, despite some moderation in
recent years. In FY23, thermal capacity accounted for more than 50% of the overall capacity, while thermal generation
contributed to over 70% of the total generation. These shares are projected to remain above 30% and 50%, respectively,
by FY30. The plant load factor (PLF) for the sector experienced a significant rebound in FY23 and is anticipated to
remain above 62% until FY25. This positive trend is supported by increased demand and reduced output from alternative
sources.

(Source: CARE Ratings Limited — Infrastructure — Key Driver of India’s Amrit Kaal March)
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Renewable Energy

India is progressively becoming a favoured destination for investment in renewables. As per the Renewables 2022
Global Status Report, during the period 2014 -2021, total investment in renewables stood at US$ 78.1 billion in India.
Investment in renewable energy has been close to or higher than US$ 10 billion per year since 2016, except for a dip in
2020 likely due to various Covid-19 restrictions.

While the target was to achieve 40 per cent of the installed electric capacity from nonfossil fuel sources by 2030 in the
initial NDC submitted in 2015, the target has already been achieved. India is now striving to achieve the target of 50
per cent cumulative electric power installed capacity from non-fossil fuel-based energy resources by 2030, in line with
updated NDC:s.

(Source: India Economic Survey - 2022-23), Ministry of Finance -
https://'www.indiabudget.gov.in/economicsurvey/index.php/)

India has achieved a significant milestone in its renewable energy (RE) sector, with an installed capacity of approximately
125 GW as of March 31, 2023. This remarkable achievement is driven by a solar capacity of 67 GW, followed by a wind
capacity of 43 GW. The contribution of renewable energy in India's overall energy mix has shown notable improvement,
rising from 15% at the end of FY'16 to 30% by FY23. The Government of India has set an ambitious bidding trajectory
of 50 GW annually for the next five years, providing a significant boost towards achieving the target of 500 GW capacity
from non-fossil fuel sources by 2030.
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The growth of the renewable energy (RE) sector in India can be attributed to strong policy support from the Indian
government, as well as robust investor interest driven by a greater focus on environmental, social, and governance (ESG)
factors and attractive returns on assets. The market has attracted a wide range of global investors, including pension
funds, sovereign wealth funds, private equity funds, and conglomerates that have established a presence in India.

Over the years, participants in the RE sector have found it relatively easier to raise debt both domestically and
internationally. This is due to the improved creditworthiness of the participants and a general decrease in interest rates
over the medium term. Various avenues have been explored by Indian RE players to raise funds, including domestic
loans, domestic bonds, external commercial borrowings (ECBs), and green bonds.

Lender appetite has been supported by the introduction of new and innovative financing structures. These include cross-
collateralization between multiple projects, cash pooling, and co-obligor structures. Additionally, credit enhancement has
been achieved through partial or full guarantees provided by stronger entities or institutions.

(Source: CARE Ratings Limited — Infrastructure — Key Driver of India’s Amrit Kaal March)

Increasing consumption

The per capita electricity consumption was 1122.00 kWh at the beginning of the 2017-18 i.e. 01.04.2017 and as on

31.03.2022 the per capita electricity consumption has increased to 1255 kWh. The per capita electricity consumption
during 2017-22 is summarized in Table 1.2.

Table 1.2
Per Capita Electricity Consumption
YEAR PER CAPITA CONSUMPTION (KWh)
2017-18 1149
2018-19 1181
2019-20 1208
2020-21 1161
2021-22 1255

The peak demand not met was about 3,314 MW (2.0%) and the energy not supplied in the country was about 8,629 MU
(0.7%) during 2017-18. The peak not met and energy not supplied of the country has substantially declined to 2475
MW (1.2 %) and 5,787 MU (0.4%) respectively by the end of 2021-22. The power supply position in the country during
2017-22 is summarized in Table 1.3.

Table 1.3
All-India Actual Power Supply Position (2012-17)
Period Peak Peak Peak Peak Energy Energy Energy Energy
Demand Met Not Not Requirement | Availability Not Not
(MW) (MW) Met/ Met/ (MU) (MU) Supplied | Supplied/
Surplu | Surplu / Surplus
s S Surplus (%)
(MW) | (%) (Mu) /1
/4 |/ (-/+)
2017-18 164,066 160,752 3314 2.0 1.213.326 1.204.697 8.629 0.7
2018-19 177.022 175.528 1.494 0.8 1.274.595 1.267.526 7.070 0.6
2019-20 183.804 182.533 1.271 0.7 1.291.010 1.284.444 6.566 0.5
2020-21 190,198 189.395 802 0.4 1.275.534 1.270.663 4.871 0.4
2021-22 2.03.014 2.00,539 2475 1.2 13.79.812 13.74.024 5.787 0.4
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The national average Plant Load Factor (PLF) of Thermal based power generating stations for the year 2017-22 has
been shown in Exhibit 1.6

Exhibit 1.6

PLF OF THERMAL POWER PLANTS (%)
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(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part I1I, Section IV dated 18.05.2023)

Capacity Addition
Generation Capacity Addition Achieved From Conventional Sources During 2017-22

As per the National Electricity Plan notified in 2018, scheduled generation capacity addition from conventional sources
was envisaged 51,561.15 MW for the period 2017-22. Details of sector wise and mode wise scheduled capacity addition
is given in Table 2.1 and subsequently in Exhibits 2.1 and Exhibits 2.2.

Table 2.1
Scheduled Capacity Addition from conventional sources for the
period 2017-22
(Figures in M'W)

Source Central State Private Total
Coal 22900 18340 6615 47855
Gas 0 406.15 0 406.15
Nuclear 3300 0 0 3300
Total 26200 18746.15 6615 51561.15

Note: Large hydro has been categorized as Renewable Energy Source.
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During period, 2017-22 capacity totaling to 30667.91MW from conventional sources has been achieved as on
31.03.2022 comprising of 30562 MW of Coal, 105.91 MW of Gas, and 0 MW of Nuclear. This also includes projects
totaling to 726.76 MW which were originally not scheduled for the period 2017-22 but have also been commissioned.

During the period 2017-22, the year wise capacity addition achieved from conventional sources is shown in
Table 2.2.
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Table2.2
Year wise capacity addition achieved during 2017-22
(Figures in M'W)

Year Source Thermal Nuclear Total
Coal Gas Total
2017-18 Centre 3670 0 3670 0 3670
State 1260 0 1260 0 1260
Private 3780 0 3780 0 3780
Total 8710 0 8710 0 8710
2018-19 Centre 1960 0 1960 0 1960
State 2780 69.755 2849755 0 2849.755
Private 972 0 972 0 972
Total 5712 69.755 5781.755 0 5781.755
2019-20 Centre 3940 0 3940 0 3940
State 2780 0 2780 0 2780
Private 45% 0 45 0 45
Total 6765 0 6765 0 6765
2020-21 Centre 4080 0 4080 0 4080
State 810 36.15 846.15 0 846.15
Private 0 0 0 0 0
Total 4890 36.15 4926.15 0 4926.15
2021-22 Centre 2370 0 2370 0 2370
State 1590 0 1590 0 1590
Private 5325 0 5325 0 525
Total 4485 0 4485 0 4485

Capacity Addition Plan For The Period 2022-27 And 2027-32.

The Installed Capacity from different energy sources (Thermal- Coal & Gas, Hydro, Nuclear, Renewable — Solar, Wind,
Biomass, Small Hydro) in the country at the end of year 2021-22, as considered in the base case of generation planning

studies, is given in Table 9.1.

Capacity addition plan for 2022-27 & 2027-32, as estimated in the generation planning studies is as given in Table 9.2.
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(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part I1I, Section IV dated 18.05.2023)

Key policies announced

In exercise of the powers conferred by section 176 of the Electricity Act, 2003 (36 of 2003), Government has made
amendments in Electricity rules 2005. Major rules added through amendment:

Timely recovery of power purchase costs by distribution licensee: The Appropriate Commission shall
specify a price adjustment formula for recovery of the costs arising due to various reasons.

Resource Adequacy: A guideline for assessment of resource adequacy during the generation planning stage
(one year or beyond) as well as during the operational planning stage (up to one year) shall be issued by the
Central Government

Energy storage system: The Energy Storage Systems shall be considered as a part of the power system, as
defined under clause (50) of section 2 of the Act. The Energy Storage System shall be utilised either as
independent energy storage system or network asset or in complementary with generation, transmission and
distribution.

Implementation of Uniform Renewable Energy Tariff for central pool: The Implementing Agency shall
compute the uniform renewable energy tariff for selling of electricity to end procurer by intermediary procure
on a monthly basis, as per the methodology specified in Rules. The uniform renewable energy Tariff shall be
applicable only to power procured by the end procurers and shall not in any manner have any implication on
the renewable energy tariff discovered under the respective tariff based competitive bidding process and
payable to renewable energy generators by the intermediary procurer as per the Power Purchase Agreement.

(Source. National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part I1I, Section IV dated 18.05.2023)

Fuel Requirement

Fuel is the key input required to be tied up before implementation and operation of a thermal power plant. In the changed
scenario with growing concern on environment, Government has given emphasis on Renewable Energy projects.
However, the country’s reliance on coal-based generation cannot be overlooked. An important aspect which, therefore,
needs to be addressed is the availability of adequate coal for generation of power. In order to optimize coal usage,
Government is committed to super critical/ ultra-super critical technology which is much more efficient and results into
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reduction in usage of coal. The timely availability of all the key inputs including fuel would ensure timely completion
of a project and would, therefore, avert detrimental implications of cost and time overruns in case the power project is
delayed.

(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part III, Section IV dated 18.05.2023)

Coal Production

India’s coal production reached a new milestone of 892 Million Tonne (MT) during FY23, a 14.7% y-o-y growth, driven
by a 12.9% y-o-y increase in production by Coal India Limited (CIL). The power sector continued to be the largest
consumer of domestic coal, accounting for the total despatches of 737.9 MT during FY23, an increase of 9.1% y-o-y.
Total coal imports surged by 26.18% y-o-y to 227.93 MT during 11MFY23 (April 2022 to February 2023) with non-
coking coal accounting for 65% of the imports. The Ministry of Coal launched auctioned 87 coal mines to date under six
tranches. The estimated revenue generated by these auctions is approximately Rs. 33,200 crores. About 106 fully
explored, partially explored, coking, non-coking, lignite etc. coal mines are being offered under the 7th round of
auctioning which commenced in March 2023.

Chart 1: Coal Production (MT)
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Sources: Ministry of Coal, CareEdge Research Note: CIL- Coal India Limited, SCCL- Singareni Collieries Company Limited

The overall energy requirement in the country has increased to 1,182 BU during FY23 from 1,078 BU during FY22.
The power sector consumed 663.5 MT of domestic coal and 50.8 MT of the imported coal in FY23 (April 2022-
February 2023), a y-o-y growth of 10% and 110.5%, respectively.

In January 2023, the power ministry has directed the thermal power plants to import coal to achieve imported to
domestic coal blending at the rate of 6% for the remaining period of the current fiscal and HIFY24. The move is targeted
to reduce the coal shortfall anticipated during the summer months. However, to reduce dependence on imported coal
over the medium-long term, the Government has been taking various initiatives including auctioning of coal blocks for
commercial mining, FDI under the automatic route, expansion of existing mines, opening of new mines under CIL and
development of evacuation infrastructure.
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Table 2: Total Coal Imports (MT)
April- February

Type of Coal FY23 FY22 Growth (%) Y-o-Y
Non-Coking 148.58 112.38 32.21%
Coking 50.50 46.89 7.70%
Others* 28.85 21.37 35%

Total 227.93 180.64 26.18%

Sources: Ministry of Coal, CareEdge Research
Note: * indicates that others include Anthracite, PCI Coal, Pet Coal, Met Coke

(Source: CARE Ratings Limited — Domestic Coal Production will continue to rise in FY24 dated April 25, 2023)

Coal Supply Scenario

Coal is the mainstay of India’s energy sector. The All India Installed Capacity of Power Stations in the country is about
399,497 MW as on 31.03.2022, out of which about 204,080 MW (~51.1%) is coal based. The coal based capacity as on
31.12.2022 was 203,776 MW. Once the power station is commissioned, the biggest challenge is to operate the station
at a high plant load factor (PLF), which is a measure of the output of a power plant compared to the maximum output
it could produce. Higher plant load factor usually means more output and a lower cost per unit of electricity generation.
Performance of the power plant is measured on the basis of PLF and Station Heat Rate (SHR). However, the Plant Load
Factor (PLF) of the coal-based power stations in the country has been decreasing steadily over the years. The PLF has
varied from 60.5 % in 2017- 18, 60.3 % in 2018-19, 55.9% in 2019-20, 54.5% in 2020-21 and 58.9 % during 2021-22.

(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part I11, Section IV dated 18.05.2023)

New Coal Distribution Policy

The Government introduced the New Coal Distribution Policy (NCDP), effective from 1st April 2009, which assured
supplies at pre-determined prices to some categories of consumers and reintroduced e-auction to encourage a vibrant
market for the commodity. The main features of the Policy are:

e 100% normative requirement of coal would be considered for supply to Power Ultilities.

e  Supply of coal through commercially enforceable Fuel Supply Agreements (FSAs) at notified prices by Coal
India Limited (CIL).

e 10% of annual production of CIL to be offered through e-auction for consumers who are not able to source coal
through available institutional mechanism.

e  Fuel Supply Agreements (FSAs) to indicate Annual Contracted Quantity (ACQ) of coal to Power Utilities by coal
companies during entire year. Incentive and penalty clauses were incorporated in FSAs.

Estimated coal requirement, source-wise actual receipt and coal consumption from 2017-18 are given at Table 7.5 and
Exhibit 7.4.
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Table 7.5
Estimated Requirement, Receipt and Consumption

Source 2017-18 2018-19 2019-20 2020-21 2021-22
Requirement (Million Tonnes)
Domestic Coal Requirement 584 609 651 645 678
Imported Coal Requirement 46 46 47 45 45
Total Coal Requirement 630 655 698 690 723
Actual Receipt (Million Tonnes)
CIL Receipt 416.0 457.4 438.5 4225 501.5
SCCL Receipt 52.1 55.0 543 43.2 55.9
Captive 31.6 40.1 435 50.1 71.0
e-Auction 39.0 28.7 331 35.0 39.3
Total Domestic Receipt 538.6 5821 569.5 550.8 667.6
Imported (Blending) 17.0 214 23.8 10.4 8.1
113111;1131?3“1 (Imported coal 30.4 40.3 455 35.1 18.9
Total Imported Receipt 56.4 61.7 69.2 45.5 27.0
Total Coal Receipt 595.0 643.7 638.7 596.3 694.6
Consumption(Million Tonnes)
Domestic Coal Based Plants 568.1 588.4 577.3 579.1 678.8
Imported Coal Based Plants 39.9 40.5 44.9 36.3 18.5
(T];’;ﬂ:igi' f;’;;‘;ﬁgg)“ " 608 628.9 622.2 615.4 697.3
Exhibit 7.4
Requirement, Receipt and Consumption (in Million Tonnes)
800 69869072 697
630655 582559551 95044639 o 508629622615
600
400
200 56 62 69 45 2?
0

Total Coal Requirement Total Domestic Receipt Total Imprarted Receipt

m2017-18 m2018-19

2019-20 m2020-21

Total Coal Receipt

m2021-22

Coal Consumption

(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part I1I, Section IV dated 18.05.2023)

Coal Demand and Availability Position during the Year 2022-23.

For the year 2022-23, coal based gross generation programme of 1080 BU has been estimated by CEA. Based on the
generation program, the total coal requirement of 788.5 MT has been estimated. The details of coal requirement vis-a-
vis likely coal availability during the year 2022-23 are given in Table 7.7.
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Table 7.7
Coal Requirement and likely availability for the yvear 2022-23

S.Ne. Description Units 2022-23
1 Coal based generation
1.1 Gross Coal based generation programme during 2022-23 BU 1080
2 Coal Requirement
2.1 For plants designed on domestic Coal MT 759.9
2.2 For plants designed on imported coal MT 28.6
23 Total Coal Requirement MT 788.5

L#¥]

Coal Availability from Indigenous Sources

31 From CIL MT 565
32 From SCCL MT 57
33 From Captive Mines MT 113
34 Total domestic coal availability MT 735
35 Shortfall in domestic coal availability MT 25
3.6 Requirement of imported coal for blending MT 17

(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part I11, Section IV dated 18.05.2023)

Coal Demand and Availability Position during the year 2026-27 and 2031-32.

With the likely Renewable Energy Sources (RES) capacity addition, the coal-based generation has been estimated and
accordingly provisional coal requirement has been worked out. The estimated generation from coal-based power plants
is expected to be around 1174.63 BU during 2026-27 and about 1306.65 BU during 2031-32. However, in view of
uncertainty associated with VRE Nuclear, Hydro generation, the coal requirement for the year 2026-27 and 2031-32
has been worked out assuming 20% reduction in Hydro, Nuclear and VRE generation due to uncertainty. This is to be
compensated by coal-based generation. Accordingly, the details of coal requirement for the year 2026-27 and 2031-32
have been worked out and the details are given in Table 7.8.
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In order to enhance coal availability, multi-dimensional efforts are underway by Coal India Ltd to enhance production of
domestic coal. A road map has been prepared by CIL to substantially enhance coal production level to 1 Billion Tonnes
(BT) by the year 2023-24. With this programme there would be no shortage in the availability of coal for the power plants
during 2026-27 and 2031-32. In addition, coal production from the captive coal blocks allotted to power utilities would
also supplement the availability of domestic coal. The Government has also allowed commercial mining and mines have
already been allocated through auction to the participating bidders. This would further supplement the supply of domestic
coal to the power utilities.

Likely coal-based generation and coal requirement during 2021-22, 2026-27 and 2031-32 are shown in Exhibit 7.6 and
Exhibit 7.7.
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(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part 111, Section 1V dated 18.05.2023)

New Initiatives Taken By The Government For Addressing Issues Related To Coal Supply To The Power Plants

Rationalization/ Swapping of Coal Linkages
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(A) For State/Central Gencos (Constitution of a new Inter- Ministerial Task Force - IMTF)

(B)

In order to undertake a comprehensive review of existing sources of coal and considering the feasibility of
rationalization of these sources to optimize cost of coal transportation, a new Inter Ministerial Task Force (IMTF)
was constituted by Ministry of Coal in June, 2014.CIL also engaged M/s KPMG Advisory Services Private Ltd to
assist the Task Force in optimization exercise.

The new Inter-Ministerial Task Force (IMTF) had recommended a three-step approach for implementation. The
recommendations inter-alia included rationalization of linkage sources for 19 power utilities in Stage-1 by swapping
linkage coal between different coal companies to optimize distances and maximizing dispatches of coal. As per
status of implementation of recommendations of IMTF, Coal India Limited executed revised Fuel Supply
Agreement (FSA) with 17 power plants in respect of Stage-I rationalization. This had resulted in movement
rationalization of 24.6 MT coal with potential annual savings of about Rs. 913 crores.

The Task Force recommended rationalization of 6 swap sets among power utilities in Stage-II which envisaged
swapping of coal between ‘imported coal and domestic coal’ and ‘domestic coal of different power stations among
6 States involving 11 power utilities in Centre /State/ Private Sector. Among the participating companies, 19 swaps
were envisaged. Out of these swaps, only 6 swaps (saving 952 crores) were agreed for implementation. However,
with the improved availability of coal for pit head power plants, the swaps agreed for swapping of imported coal
with domestic coal for pit head plants was not feasible. However, only one set of swaps has been implemented for
movement of rationalization of 1.3 MT coal and potential annual savings of 458 crores of transportation cost.

With the implementation of Stage-I and Stage-II of recommendations of the IMTF, movement rationalization of
25.9 MT coal has been taken.

For IPPs

Ministry of Coal vide OM dated 18th July, 2017 constituted a new “Inter-Ministerial Task Force (IMTF)” to
rationalize the linkages of the Independent Power Producers (IPPs). The IMTF was constituted under the
Chairmanship of Additional Secretary, Ministry of Coal, with members from Ministry of Coal, Ministry of Power,
Ministry of Railways, Ministry of Shipping, CEA, CIL, and SCCL.

The terms of reference of the IMTF was to undertake a comprehensive review of existing coal sources of IPPs
having linkages and consider the feasibility for rationalization of these sources with a view to optimize
transportation cost given the various technical constraints. The benefits accrued would be passed on to the
DISCOMs/consumers in an objective and transparent manner.

Based on the recommendation of IMTF, Ministry of Coal vide letter dated 15.05.2018 issued the Methodology for
Linkage Rationalization for IPPs. The summary of the methodology is as under:

I.  Basic objective of the methodology is to reduce the landed cost of coal due to reduction in transportation cost
and cost of coal. The reduced landed price of coal would lead to savings, to be reflected in cost of power
generated, and these savings shall be passed on to the buyers of power through a transparent and objective
mechanism.

II. Reduce the distance by which the coal is transported, thus, easing up the Railway infrastructure for gainful
utilization for other sectors.

III. The methodology has considered rationalization only for IPPs having linkages obtained through allotment
route. The IPPs having linkages obtained through auction process are not eligible for rationalization under this
scheme.

Rationalization/ Swapping of Coal Linkages

In order to address quality concern of the coal supplied to power plants, it was decided in the meeting dated
28.10.2015 that coal samples shall be collected and prepared by a Single Third-Party Agency appointed by power
utilities and coal companies. Accordingly, it was decided by the Ministry of Power and the Ministry of Coal that
the power utilities would appoint a Third-Party Sampler (CIMFR) for Third Party Sampling and Analysis of coal
at loading-end as well as at unloading-end. Based on the Third-Party Sampling analysis results furnished by
CIMFR, credit/debit note are being issued by coal companies to the power plants in case of difference between
declared grade of coal and analysed grade of coal.
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Subsequently, Ministry of Power vide letter dated 30.03.2021 conveyed the decision that Power Finance
Corporation (PFC) shall empanel Third Party Sampling (TPS) Agencies for Power Sector, in addition to CIMFR,
and consumers shall be free to take services of any of the empanelled agencies. The Terms of Reference for
empanelment for the agency was to be formulated with the following broad guidelines:

I.  Multiple Agencies should be available.

II. Sampling only at loading end with appellate/referee provision.

III. Choice of taking services from empanelled agencies shall be of the buyer of coal.
IV. Review mechanism to review the working of the system.

MOP, after consultation with the stakeholders including CEA, finalized the Terms of Reference for empanelment
of TPS which was forwarded to PFC on 17.08.2021 for taking further necessary action.

PFC has empanelled one firm (M/s Mitra SK Private Limited) as a 'Third Party sampling Agency (TPSA) for
collection, preparation and analysis of coal samples at loading end with appellate/referee provision for power
sector’.

Flexibility in Utilization of Domestic Coal

The Government, on 04.05.2016, approved the proposal for allowing flexibility in utilization of domestic coal
amongst power generating stations to reduce the cost of power generation. Under the scheme, the Annual
Contracted Quantity (ACQ) of each individual coal linkage as per Fuel Supply Agreement is to be aggregated as
consolidated ACQ for each State and Company owning Central Generating Stations instead of individual
generating station. The State/Central Gencos have flexibility to utilize their coal in most efficient and cost-effective
manner in their own power plants as well as by transferring coal to other State/Central Gencos Power plants for
generation of cheaper power. The methodology provides for utilizing coal amongst State/Central Generating
Stations having 4 cases- i) within state ii) one state to another state iii) one state to CGSs & vice versa and iv)
within CGSs & other CGSs. The methodology in this regard has been issued by CEA on 08.06.2016.

Generating Stations instead of individual generating station. The State/Central Gencos have flexibility to utilize
their coal in most efficient and cost-effective manner in their own power plants as well as by transferring coal to
other State/Central Gencos Power plants for generation of cheaper power. The methodology provides for utilizing
coal amongst State/Central Generating Stations having 4 cases- i) within state ii) one state to another state iii) one
state to CGSs & vice versa and iv) within CGSs & other CGSs. The methodology in this regard has been issued by
CEA on 08.06.2016.

Based on the experience gained, Ministry of power vide letter dated 15.06.2018 has amended clauses related to bid
security, performance security coal transportation mode in the methodology for Case- 4. Subsequently, Ministry of
Power vide letter dated 25.10.2018 has issued 2nd amendment in the methodology allowing moisture correction
while reconciliation of coal.

Scheme for Harnessing and Allocating Koyala (Coal) Transparently in India (SHAKTI)

Ministry of Coal vide letter dated 22.05.2017 issued the SHAKTI Policy for allocation of coal to power plants of Central,
State and Private Sector. Subsequently, Ministry of Coal on 25.03.2019 issued certain amendments to the SHAKTI
Policy after CCEA approval based on the recommendations of Group of Ministers (GoM), which examined the specific
recommendations of High-Level Empowered Committee (HLEC) constituted to address the issues of stressed thermal
power projects.

Developments under various provisions of SHAKTTI Policy are as follows:

Coal linkages to Central Government and State Government generating companies would be granted based on
recommendations by Ministry of Power. Since the launch of SHAKTI Policy, under para B (i), SLC (LT) has
accorded coal linkage to 23 nos. of Thermal Power Projects totaling to 25,340 MW capacity.

Coal linkages may be granted on notified price on auction basis for power producers/IPPs having already concluded
long term PPAs based on domestic coal. Power Producers shall bid for discount on tariff.

Till date, four rounds of auction for coal linkage under SHAKTI B(ii) have been held under which a total of 40.99
MT of coal (G13 grade equivalent) have been allocated to 17 nos. of TPPs having installed capacity of 11,934 MW
and long term PPA capacity of 9,204.6 MW.

Future coal linkages may be granted on auction basis (bid for premium above the notified price) for power
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producers/IPPs without PPAs that are either commissioned or to be commissioned. Coal drawl will be permitted
only against valid long term and medium term PPAs, which the successful bidder shall be required to procure and
submit within two (2) years of completion of auction process.

Till date, around 7.15 MT of coal (G13 grade equivalent) have been awarded by CIL to 7 nos. of TPPs, having
installed capacity of 5995 MW and non-PPA capacity of 3774.94 MW.

e Coal linkage may be earmarked to the states for fresh PPAs, by pre declaring the availability of coal linkage. States
may indicate these linkages to Discoms and based on linkages, undertake tariff based competitive bidding for long
term and medium-term procurement.

Till date, coal linkages have been allocated by CIL to States of Gujarat, Uttar Pradesh and Madhya Pradesh for
3915 MW, 1600 MW and 3000 MW capacity of power respectively, to be raised through tariff based competitive
bidding.

e Power requirement of Group of States can be aggregated and procurement of power on tariff-based bidding shall
be made by a designated agency. PFC Consulting Limited (PFCCL) (a wholly owned subsidiary of PFC) is the
designated agency. 10 MT of coal has been earmarked by CIL for this purpose.

o Linkage would be given on auction basis to power plants for their non-PPA capacity, under B (iii) and B (iv) of
SHAKTI Policy for a period of minimum 3 months up to a maximum of 1 year, for trading power in Short Term
through Discovery of Efficient Energy Price (DEEP) Portal and in Day Ahead Market (DAM) through Power
Exchanges. Till date, under SHAKTI B (viii) (a) covering para B (iii) of SHAKTI Policy, around 7.3 MTs of coal
(G-13 grade equivalent) have been allocated to various private power plants in auctions held for seven quarters viz.
Apr-June’2020 to Oct-Dec’2021.

(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329, under part I1I,

Section 1V dated 18.05.2023)

Outlook for Coal

Coal imports increased by 26.18% y-o-y to 227.93 MT in FY23 (April- February). Non-coking coal, mainly used in
power generation, cement and metals sectors, accounted for 65% of the total coal imports. Over 70% of the non-coking
coal is imported from Indonesia and South Africa while coking coal is majorly imported from Australia.

In January 2023, the power ministry has directed the thermal power plants to import coal to achieve imported to
domestic coal blending at the rate of 6% for the remaining period of the current fiscal and HIFY24. The move is targeted
to reduce the coal shortfall anticipated during the summer months. However, to reduce dependence on imported coal
over the medium-long term, the Government has been taking various initiatives including auctioning of coal blocks for
commercial mining, FDI under the automatic route, expansion of existing mines, opening of new mines under CIL and
development of evacuation infrastructure.

(Source: CARE Ratings Limited — Domestic Coal Production will continue to rise in FY24 dated April 25, 2023)
Natural Gas

Natural Gas is the next generation fossil fuel with less carbon dioxide per joule delivered than either by coal or oil and
contains far fewer pollutants than other hydrocarbon fuels. Therefore, the natural gas has emerged as the most preferred
fuel due to its inherent environmentally benign nature, easy transportability, ease of use, greater efficiency and cost
effectiveness.

The demand of natural gas has sharply increased in the last two decades at the global level. However, the supply of
domestic gas in India is not keeping pace with the demand and gas-based power plants are operating at sub-optimal
PLF. The power and fertilizer industries emerged as the key demand drivers for natural gas due to the scale of their
operations, policy intervention and social impact. In an agrarian economy such as India, the priority has been the
production of fertilizers.

Gas supply position to gas-based power plants

Supply of natural gas to gas-based power plants since 2017-18 is shown in Table 7.11.
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Table 7.11

Average Gas Supply and Shortfall

Gas-based Average Gas
sl Years Capacity at the Gas Required® ) Su )%lied' Shortfall
o : end of year (MMSCMD) (\'mls_l cMpy | (IMSCMD)
(MW) T

1 2 3 4 5 (6)=(4)-(5)
1 2017-18 23842.87 101.5 307 70.8

2 2018-19 23882.68 101.8 31.0 70.8

3 2019-20 23900.82 102.0 295 72.5

4 2020-21 23901.97 102.0 30.1 71.9

5 2021-22 23845.05 101.5 226 78.0

Domestic gas supply to gas-based power plants had reached a peak of 59.3 MMSCMD during 2010-11, thereafter, due
to unprecedented reduction in gas supply, the gas supply to gas-based power plants had reduced sharply. The gas
supplied to gas-based power plants since 2017-18 to 2020-21 has been almost 30 MMSCMD. However, during the year
2021-22, total gas supplied to gas-based power plants was only 22.62 MMSCMD.

Average PLF of Gas-based capacity

Average PLF of gas-based capacity since 2017-18 is shown in Exhibit 7.9 It can be seen that average PLF of gas-based
capacity during 2017-18 was around 24% and has decreased to about 17% in the year 2021-22.
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Share of Gas-based Generation in Total Generation

Share of gas-based power generation against total generation from 2017-18 to 2021-22 is shown in Exhibit 7.10. It can
be seen that share of gas-based generation since 2017-18 till 2020-21 has been about 3.6%, which has reduced to around
2.4% during 2021-22.

STEPS taken by Government to overcome shortage of gas

e Policy to grant relaxation, extension & classifications at development & production stage for early monetization of
hydrocarbon discoveries.

e Discovered Small Field Policy.

e Formulation of Hydrocarbon Exploration and Licensing Policy (HELP) in March, 2016.

e Policy for marketing freedom for gas produced from Deepwater & Ultra Deepwater areas.

115



e Inorder to revive and improve utilization of gas-based capacity in the country, Government of India had sanctioned
a scheme for utilization of gas-based power generation capacity for the years 2015-16 and 2016-17. The scheme
envisaged supply of imported spot RLNG to the stranded gas-based plants as well as plants receiving domestic gas,
selected through a reverse e-bidding process. The scheme also envisaged sacrifices to be made collectively by all
stakeholders and support from PSDF (Power System Development Fund). The scheme ended on 31.03.2017.

e The Government of India constituted a High-Level Empowered Committee (HLEC) on 29th July, 2018 to consider
issues related to stressed thermal power projects. HLEC, in its report submitted in November 2018 has, inter-alia,
recommended that MOP and MOPNG may jointly devise a scheme in line with the earlier e-bid RLNG scheme
supported by PSDF in order to revive gas-based power plants. The recommendation of HLEC is under consideration
in the Ministry of Power.

Conclusion

e The domestic coal requirement has been estimated to be 866.4 Million Tonnes for the year 2026-27 and 1025.8
Million Tonnes for the year 2031-32 and estimated requirement of 28.9 MT of coal imports for the plants designed
to run on imported coal.

e The scheme for utilisation of gas-based generation capacity introduced by Government of India ended on
31.03.2017. However, it is felt that a long-term policy intervention is required for optimal utilization of gas-based
capacity in the country.

e Large scale renewable capacity addition is being implemented in the country. Such largescale renewable integration
is likely to pose a number of challenges to system operations. One of the challenges is to provide support to the
grid particularly during the peak hours when solar energy is going down and the load is ramping up. Gas-based
power plants can play a vital role in grid stability and provide the much needed balancing power for integrating
renewable sources-based power generation into the grid, particularly in view of their fast ramp up/down capability.

e The regasification capacity in the country is also a matter of concern for gas-based power plants, particularly those
who are connected with RGTIL East-West pipeline. Due to technical constraints like directional flows etc.,
imported RLNG from west coast cannot be transported to power plants located in the East Coast. Therefore, facility
of re-gasification capacity may be suitably created at East Coast also.

(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part 111, Section 1V dated 18.05.2023)

Fund Requirement
Fund Requirement for The Period 2022-2027

To assess the fund requirement for various types of generation projects, the year-wise phasing of expenditure has been
considered in accordance with the base scenario. The estimates of standard cost per MW for the year 2021-22 has been
taken as input for various technologies (except Hydro and Nuclear stations) and this has further been escalated thereafter
@3% per annum (considering 10 year CAGR of WPI for- FY12/13-21/22). The fund requirement of Hydro projects
has been considered based on estimated capital cost data and actual expenditure incurred for identified individual
projects. Fund requirement for Nuclear capacity addition has been based on estimates provided by NPCIL.

Based on the above, the total fund requirement for the period 2022-2027 is estimated to be Rs. 14,54,188 crores, which

also includes the likely expenditure during this period for the projects expected to get commissioned during 2027-2032.
Table 8.1 below captures the year-wise details of total estimated fund requirement.
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Table 8.1

Total fund requirement for Generation projects during 2022-2027

(Rs. Crores)

2022-23

2023-24

2024-25

2025-26

2026-27

Total

For projects
likely to be
commissioned
during 2022-27

2.14.580

243,799

(3
=
L
[
[
=]

2.22.903

1,11,542

10,38.093

Advance action
for projects
likely to be
commissioned
during 2027-32

26,138

64.393

2,79.076

4.16.095

Total

2,22,315

2,69,937

2,84,021

2,87,297

3.90.618

14,54,188

The source-wise estimated fund requirement for the period 2022-2027 (including the likely expenditure during this
period for the projects expected to be commissioned during 2027-2032) is given in Table 8.2

Table 8.2
Fund requirement for Generation projects (Source-wise) during 2022-2027
(Rs. Crores)
| 202223 | 202324 | 202425 | 202526 | 2026-27 Total
A. Conventional
Thermal 62,027 62.763 20411 24,310 3 2,18.430
Nuclear 18,407 29.400 27.994 18.954 25,52 1,20,280
3,38,710
B. Renewables
Hydro 14,733 16.670 14,912 10,277 9.558 66.148
PSP 3.383 2.484 4,738 15,448 28.150 54.203
Wind 25,863 41,541 54.824 55,611 53.106 2.30.946
Offshore
Wind 0 0 0 0 0 0
SHP 373 355 366 377 388 1.859
Biomass 4,131 4,921 5.064 5217 5.372 24,704
Solar 93.399 1.11.804 1.46,712 1.57.103 1,71,953 6.80.970
BESS 0 0 0 0 56.647 56.647
11,15,478
C. Total | 222315 2,69.938 | 2.84,021 | 2.87.297 | 3,90.,618 14,54,188

Fund Requirement for The Period 2027-32

The fund requirement for the period 2027-32 has been estimated based on total capacity addition of 2,91,802 MW,
consisting of 32,080 MW from conventional energy sources, 2,59,722 MW of renewable energy sources and 38,564
MW/201500 MWh of Battery Energy Storage Systems (BESS).

The fund requirement for the period of 2027-32 has been assessed using same principles as that for 2022- 27. The total
fund requirement for coal-based generation, solar, wind, Biomass, PSP, SHP and BESS has been arrived based on
estimated standard cost per MW for the year 2021-22 with annual escalation @3%. The fund requirement of Hydro
projects has been considered based on estimated cost data and actual expenditure incurred for identified individual
projects. Fund requirement for Nuclear capacity addition has been based on estimates provided by NPCIL.

Based on the above, the total fund requirement for the period 2027-2032 has been estimated to be Rs. 19,06,406 crores.
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This fund requirement does not include advance action for the projects which may get commissioned after 31.03.2032.
The source-wise fund requirement for the period 2027-2032 is given in Table 8.3.

Fund requirement for Generation projects (mode-wise) during 2027-2032

Table 8.3

(Rs. Crores)

2027-28 2028-29 [ 2020-30 | 2030-31 | 2031-32 Total

A. Conventional
Thermal 56.001 48.072 42.093 26.374 13.315 1.85.855
Nuclear 22.449 12.624 5.726 2.252 0 43.051
2,28,906

B. Renewables

Hydro 29.900 33.307 31.639 24.010 10.921 1.29.777
PSP 29.692 25.120 15.405 5,023 0 75.240
Wind 61.341 74.449 74,197 83.821 37.002 3.30.900
Offshore Wind 0 0 4,501 13,701 9,199 27.401
SHP 400 412 424 302 131 1.669
Biomass 5,536 5,702 5,873 4,180 1.814 23.105
Solar 1.82.100 1.86.320 |  1.91.463 1.97.207 39,672 7.96.771
13,84.863
C.BESS 1,44.966 83.981 22,502 8.249 32,938 2,92,637
D. TOTAL 5,32,386 4,69.996 | 393,823 | 3,65,119 | 1,45,082 19,06,406

Sources of Funds

In case of Central Sector projects, generally developers make an equity contribution of 30%. In case of projects
developed in State Sector and Private sector, the equity contribution is generally 20% and 25% respectively.
Therefore, to arrive at overall requirement of equity and debt, we have assumed an average of 25% equity and 75%
debt for overall fund requirement.

Based on the estimation of fund requirement for the period 2022-27 and considering sector-wise equity contribution
mentioned above, it is estimated that developers will be required to infuse equity amount totalling to Rs. 3,63,547
crores. Further, they will have to arrange for total debt of Rs. 10,90,641 crores.

Similarly, the equity and debt requirement (excluding fund requirement for advance action for projects during the
period beyond 31.03.2032) for the period 2027-2032 have been estimated as Rs. 4,76,602 crores and Rs. 14,29,805
crores respectively.

The equity can be arranged from surplus generated from operations, Initial Public Offerings by listing in markets,
Follow on Public Issues, convertible debentures and monetization of operational assets. Equity markets investments
can be directly from the public and also from Mutual funds, Insurance companies’ funds etc. NPS has provision of
allowing Equity investment. Similarly, Provident fund also has provision of certain percentage investments in
equity to support investments. As solar capacity includes roof top solar capacity, funding would be available from
individuals, companies and the community from their savings. As per NITI Aayog estimates, funds availability for
power sector from National Monetization Pipeline is estimated to be Rs. 85,032 crore over 2022-25.
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e  The sources available for debt funding are Scheduled Commercial Banks, financial institutions like Power Finance
Corporation (PFC), Rural Electrification Corporation (REC), Life Insurance Corporation (LIC), commercial banks
and bonds (domestic as well as overseas), External Commercial Borrowings, foreign currency loan from World
Bank, ADB, KfW, EXIM Bank and also Buyer’s credit from foreign equipment manufacturers.

e In respect of nuclear power generation, Government budgetary support may be required for funding equity
requirement for future power projects.

o IREDA, as Non-Banking Financial Institution is already engaged in promoting, developing and extending financial
assistance for setting up projects relating to new and renewable sources of energy. Further, for financing renewable
energy projects under various schemes and supporting technologies like Energy Storage, Green Climate Fund may
also be a potential source.

(Source: National Electricity Plan — Vol.1 : Generation ( Notified vide Extra ordinary Gazette No. 3189, SI. No. 329,
under part I1I, Section IV dated 18.05.2023)

Infrastructure
Domestic Crude Oil production, imports and consumption duringHI1-FY21

India’s G20 presidency presents an opportunity for the country to shape its infrastructure agenda and lead the way in
global infrastructure development. With the aim of achieving a $5 trillion economy by 2025, India recognizes the crucial
role of infrastructure in sustaining its high growth trajectory. Given its youthful population, expanding middle class, and
vast domestic market, global investors are increasingly drawn to India as a preferred destination for infrastructure
investments. The Indian infrastructure financing landscape is maturing, with the availability of private equity, robust
regulatory frameworks, competitive debt financing, and innovative financing structures like InvITs (Infrastructure
Investment Trusts).

To meet the demands of India’s growing population and economic development, substantial investments in transport
infrastructure are necessary. The budget for overall capex in 2023-24 has seen a significant increase of 33% to Rs 10 lakh
crore (USD 122 billion), amounting to approximately 3.3% of GDP. Additionally, the establishment of the Infrastructure
Finance Secretariat aims to facilitate private investment opportunities in various sectors, including railways, roads, urban
infrastructure, and power.

Thanks to policy reforms, increased project awards by central and state authorities, and capital recycling through stake
sales of completed projects, the credit profile of most infrastructure entities in India has witnessed improvement over the
past two years, despite the challenges posed by the pandemic. Against the backdrop of growing economic and political
uncertainty worldwide, the stability and resilience of infrastructure projects provide a ray of hope for patient capital,
while contributing to climate targets and the development of more robust and inclusive infrastructure.

(Source: CARE Ratings Limited — Infrastructure: Financing Emerging Strong dated October 22, 2020)
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Infrastructure: Financing Emerging Strong

India’s G20 presidency presents an opportunity for the country to shape its infrastructure agenda and lead the way in
global infrastructure development. With the aim of achieving a $5 trillion economy by 2025, India recognizes the crucial
role of infrastructure in sustaining its high growth trajectory. Given its youthful population, expanding middle class, and
vast domestic market, global investors are increasingly drawn to India as a preferred destination for infrastructure
investments. The Indian infrastructure financing landscape is maturing, with the availability of private equity, robust
regulatory frameworks, competitive debt financing, and innovative financing structures like InvITs (Infrastructure
Investment Trusts).

To meet the demands of India’s growing population and economic development, substantial investments in transport
infrastructure are necessary. The budget for overall capex in 2023-24 has seen a significant increase of 33% to Rs 10 lakh
crore (USD 122 billion), amounting to approximately 3.3% of GDP. Additionally, the establishment of the Infrastructure
Finance Secretariat aims to facilitate private investment opportunities in various sectors, including railways, roads, urban
infrastructure, and power.

(Source: CARE Ratings Limited — Infrastructure — Key Driver of India’s Amrit Kaal March)

Stepping up Infra Financing

Despite facing certain challenges, the Indian infrastructure sector has experienced significant activity in the financing
landscape, attracting attention from both debt and equity investors. The relaxation of FDI norms has played a crucial
role in drawing investments towards India's infrastructure projects. A major milestone in this regard is the
implementation of the National Infrastructure Pipeline (NIP), initiated in 2019, which aims to compile an extensive
“masterlist of infrastructures” across the country. This ambitious undertaking involved meticulous groundwork in
gathering data on various infrastructure sub-sectors. The NIP encompasses a diverse range of projects with significant
potential for foreign investment, including water and sanitation, commercial and social infrastructure, transport, energy,
communication, and logistics. This comprehensive project list empowers foreign investors to assess and select projects
that align with their risk-return preferences, thus paving the way for substantial investments in India’s infrastructure
sector.

India faces a significant infrastructure financing gap, exceeding 5% of GDP. While traditional sources such as Indian
banks and government aid have been relied upon during the construction phase, the need for alternative financing
options is evident. With operating infrastructure assets offering low-risk factors, various avenues have emerged,
including the bond market, InvITs, and Infrastructure debt funds. These avenues have gained prominence, with power
and road sectors witnessing a surge in bond issuances for operational projects, particularly during periods of favourable
interest rates.
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(Source: CARE Ratings Limited — Infrastructure — Key Driver of India’s Amrit Kaal March)

Logistics

A critical aspect of boosting a country’s overall competitiveness is its logistic infrastructure. India’s logistic costs as a
percentage of GDP are estimated to be in the range of 14-18%, much higher in comparison to the global benchmark of
8%. In the last few years, there is a renewed focus on developments in roads, railways, ports, airports, last-mile
connectivity and warehousing. In the World Bank’s Logistic Performance Index (2023), India’s ranking improved to the
38% spot from its rank of 44th in 2018. Despite the improvement, India ranks much lower compared to other economies
such as Germany (3rd), Japan (13th), the United States (17th) and China (19th).

The recently launched National logistics policy (NLP), aimed at developing a comprehensive tech-enabled logistics
infrastructure, should provide a strong boost to the logistics sector. The PM Gati Shakti plan, targeted at integrated
development in multi-modal connectivity, will further complement the NLP. In the last few years, the Government has
announced various other initiatives like National Infrastructure Pipeline (NIP) and National Monetisation Pipeline (NMP)
to enable a wholesome development of the infrastructure sector.

Roads, railways, ports, power, and urban infrastructure are some of the key infrastructure sectors that will steer growth
in the years to come. In the last two years, roads and railways accounted for more than 50% of the Centre’s total capex.
The government’s capex in road transport and highways has grown by a strong CAGR of around 40% in the last decade.
Railways have seen the Government’s capex rising at a CAGR of 37% in the last four years (FY20-24) from 15% during
FY15-FY19. There is also a significant increase in the Centre’s capex on energy, ports, civil aviation, and
telecommunication.
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Going forward, India’s infrastructure investment requirement is going to grow sharply. As per CareEdge’s estimate, India
will require additional infrastructure investment of USD 18-20 trillion in the next 25 years as it becomes a USD 25-30
trillion economy by 2047. Currently, more than 70% of the financing for infrastructure projects comes from the General
government and public sector.

(Source: CARE Ratings Limited — Infrastructure — Key Driver of India’s Amrit Kaal March)
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OUR BUSINESS
In this section, unless the context otherwise requires, a reference to “the Company” or “we”, “us” or “our Company”
is a reference to Power Finance Corporation Limited and unless the context otherwise requires, a reference to “the PFC
Group” refers to Power Finance Corporation Limited and its Subsidiaries, as applicable in the relevant fiscal period,
on a consolidated basis. Unless stated otherwise, the financial data in this section is as per our Reformatted Standalone
Financial Information.

Some of the information contained in the following discussion, including information with respect to our plans, strengths
and strategies, contains forward-looking statements that involve risks, assumptions, estimates and uncertainties. This
section should be read in conjunction with the sections “Forward-Looking Statements”, “Risk Factors” and “Financial
Statements” on pages 17, 19 and 198 for a discussion of the risks and uncertainties related to such statements and also
“Risk Factors” on page 19 for a discussion of certain factors that may affect our business, financial condition or results
of operations. Our actual results may differ materially from those expressed in or implied by these forward-looking
Statements.

OVERVIEW

Our Company is one of India’s leading public financial institution and a Schedule-A Maharatna Central Public Sector
Enterprises (CPSE), focused on the power sector. Our Company plays a strategic role in the initiatives of the Government
of India for the development of the power sector in India and we work with Government of India agencies, state
governments, power sector utilities, other power sector intermediaries and private sector clients for the development and
implementation of policies and for structural and procedural reforms in the power sector in India. Our Company’s
portfolio includes financial products and services such as rupee term loans, short-term loans, equipment lease financing,
transitional financing services etc. for various power projects in the generation, transmission, and distribution sectors.
Over the last few years our Company’s focus areas have been strategically expanded to include projects that represent
forward and backward linkages to core power sector projects, including procurement of capital equipment for the power
sector, fuel sources for power generation projects and related infrastructure development. Our Company also funds power
trading initiatives.

In addition, our Company is involved in various Gol programs relating to the power sector, including acting as the nodal
agency for Revamped Distribution Sector Scheme (RDSS), Ultra Mega Power Projects (UMPPs), Integrated Power
Development Scheme (IPDS), bid process coordinator for Independent Transmission Projects (ITPs), DISCOM Liquidity
Package under Atmanirbhar Bharat and Late Payment Surcharge (LPS) Rules, 2022. Going forward, our Company
aspires to contribute to the government’s thrust toward renewable and clean energy sources. Our Company has aligned
our business operations to leverage emerging opportunities in E-mobility and increased thrust in the transmission and
distribution (T&D) space. Recently, our MoA has been amended to enable lending to infrastructure and logistics sectors
also.

Our Company is a listed Gol company and a public financial institution under the Companies Act, 2013. Our Company
is registered with the RBI as a non-deposit taking systemically important NBFC, and was classified as an IFC on July
28, 2010. Our Company believes that our NBFC and IFC classifications enable us to effectively capitalize on available
financing opportunities in the Indian power sector.

Our clients mainly include central power utilities, state power utilities, private power sector utilities (including
independent power producers), joint sector power utilities and power equipment manufacturers and our Company
provides a comprehensive range of financial products and other services to our clients, including:

e various forms of fund-based assistance, including long-term project finance, short/medium term loan to equipment
manufacturers, buyers’ lines of credit, underwriting of debt, grants/interest free loans for studies/consultancies, lease
financing for purchase of equipment, corporate loans, credit facility for purchase of power through power exchange
and debt refinancing schemes;

e various forms of non-fund based assistance including default payment guarantees, credit enhancement guarantees,
guarantee for performance of contract/ obligations and letters of comfort;

e  services ranging from project conceptualization to the post-commissioning stage, including generation (conventional
and renewable), transmission and distribution projects, and related renovation and modernization projects; and

e various fee-based technical advisory and consultancy services for power sector projects through our wholly owned
subsidiary PFCCL.
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Our primary sources of funds include equity capital, internal resources, and domestic and foreign currency borrowings.
Domestic credit rating agencies have given our Company the following ratings, in relation to our borrowing programmes
— (1) CRISIL (a subsidiary of S&P) has granted us (a) “CRISIL AAA/Stable” rating in relation to our long term borrowing
programme, for a limit of ¥ 60,000 crore, and (b) “CRISIL A1+” rating in relation to our short term borrowing
programme, for a limit of ¥ 20,000 crore, (ii) ICRA has granted us (a) “[ICRA]JAAA (stable)” rating in relation to our
long term borrowing programme, for a limit of ¥ 60,000 crore, and (b) “[ICRAJA1+” rating for our short term borrowing
programme, for a limit of ¥ 20,000 crore, and (iii) CARE has granted us (a) “CARE AAA; Stable” rating in relation to
our long term borrowing programme, for a limit of ¥ 60,000 crore, and (b) “CARE A1+ rating in relation to our short
term borrowing programme, for a limit of ¥ 10,000 crore. International credit rating agencies Moody’s, and Fitch have
granted our Company, the following ratings, (i) Moody’s has granted us an issuer rating of “Baa3 Stable”, (ii) Fitch has
granted us long-term issuer default rating of “BBB-/ Stable”.

For details of key awards and recognitions received by our Company, please see section titled “History and Certain
Corporate Matters” on page 153.

COMPETITIVE STRENGTHS
Our Company believes that the following are our principal strengths:
Comprehensive financial assistance platform focused on the Indian power sector

Our Company provides a comprehensive range of financial products and related advisory and other services to our clients
in the power sector, ranging from project conceptualization to the post-commissioning stage, including generation
(conventional and renewable), transmission and distribution projects, as well as related renovation and modernization
projects.

Our Company also provides clients with fee-based technical advisory and consultancy services for power sector projects
through our wholly owned subsidiary, PFCCL. Further, our Company provides various forms of fund-based assistance,
including but not limited to long term project finance, short-term loans, buyers’ lines of credit, bridge loans, corporate
loans, and debt refinancing schemes, in addition to non-fund based assistance including default payment guarantees and
letters of comfort. Our knowledge in the domain of project finance has helped us in strategically expanding our focus
areas to include projects that represent forward and backward linkages to core power sector projects, including
procurement of capital equipment for the power sector, fuel sources for power generation projects, and related
infrastructure development.

Further our Subsidiary, REC is engaged in extending financial assistance to the power sector and is an NBFC registered
with RBI, and is also registered with RBI as an IFC. Our Company believes that synergies with REC helps us to enhance
our product portfolio, de-risk our revenue base, achieve economies of scale, as well as deploy investible funds.

Strategic role in Gol initiatives, and established relationships with power sector participants

Our Company has played a strategic role in the Gol’s initiatives for the promotion and development of the power sector
in India for more than three decades. Our Company has been involved in the development and implementation of various
policies and of structural and procedural reforms in the power sector in India. Our Company has been involved in various
Gol programmes for the power sector, including acting as the nodal agency for the UMPP, RDSS and as a bid process
coordinator for the ITP scheme.

Further, the Finance Minister on May 13, 2020 announced a X 20 lakh crore stimulus package aimed at spurring growth
and building a self-reliant India and aimed at combating the COVID-19 pandemic induced stress. In order to address
liquidity issues in the power sector value chain, the Government of India mandated our Company and REC, to disburse
290,000 crore to DISCOMSs under the DISCOM Liquidity Package. Our Company has disbursed % 53,587 crore under
the scheme as on March 31, 2023. Further, Ministry of Power (MoP) vide Gazette Notification dated June 3, 2022,
notified “The Electricity (Late Payment Surcharge and Related Matters) Rules, 2022 (LPS Rules). These rules provide
a mechanism for settlement of outstanding dues of generating companies, inter-state transmission licensees and electricity
trading licensees. The rules provide for clubbing of all outstanding dues as on June 3, 2022 including principal, late
payment surcharge etc. into a consolidated amount which can be paid in interest free Equated Monthly Instalments (EMI).
The maximum number of such EMIs can be 48 based on the quantum of the total outstanding dues. The rules also indicate
modalities for implementation and also penalties for not making payments, in line with the Re-determined Payment
Schedule. Our Company has disbursed X 16,764 crore under the scheme as on March 31, 2023. Further, the loans
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sanctioned under both the schemes are secured with unconditional and irrevocable State Government guarantee.

As a result, we believe we have developed strong working relationships with the Central and the State Governments,
various regulatory authorities, significant power sector organizations, Central and State power utilities, private sector
project developers, as well as other intermediaries in the power sector. Our Company believes that our experience in
implementing Government policies and programs provide us with industry knowledge that enables us to leverage our
project risk assessment capabilities to effectively evaluate projects, structure appropriate financing solutions, develop
effective loan disbursement and project monitoring methodologies, as well as provide related advisory services. Our
Company believes that this unique positioning enables us to leverage our power sector knowledge, our existing client
base and continuing relationships with Government agencies and instrumentalities to be a preferred financing provider
for the power sector in India.

Operational flexibility to capitalize on both fund raising and lending opportunities

Our Company has registered with the RBI as an NBFC and have also been classified as an IFC which enables us to be
operationally more flexible and effectively capitalize on available financing opportunities.

As an NBFC, we are governed by regulations and policies that are generally less stringent than those applicable to
commercial banks, including with respect to liquidity requirements and the requirement to hold a significant portion of
funds in relatively low yield assets, such as Government securities and other approved securities and cash reserves.

In July, 2010, our Company was classified as an IFC, a distinct category of NBFCs that is primarily engaged in
infrastructure financing. Our Company believes our classification as an IFC enables us to increase lending exposures to
individual entities, corporations and groups, compared to other NBFCs that are not IFCs. We also believe that this results
in significant competitive advantages in providing project financing for large, long-gestation power sector projects. For
further information relating to the IFC category of NBFCs, see “Regulations and Policies” on page 179.

Favorable credit rating and access to various cost-competitive sources of funds

Our primary sources of funds include equity capital, internal resources, and domestic and foreign currency borrowings.
Domestic credit rating agencies have given our Company the following ratings, in relation to our borrowing programmes
— (i) CRISIL (a subsidiary of S&P) has granted us (a) “CRISIL AAA/Stable” rating in relation to our long term borrowing
programme, for a limit of ¥ 60,000 crore, and (b) “CRISIL Al+” rating in relation to our short term borrowing
programme, for a limit of ¥ 20,000 crore, (ii) ICRA has granted us (a) “[ICRA]AAA (stable)” rating in relation to our
long term borrowing programme, for a limit of * 60,000 crore, and (b) “[I[CRA]A1+” rating for our short term borrowing
programme, for a limit of ¥ 20,000 crore, and (iii) CARE has granted us (a) “CARE AAA; Stable” rating in relation to
our long term borrowing programme, for a limit of ¥ 60,000 crore, and (b) “CARE A1+ rating in relation to our short
term borrowing programme, for a limit of ¥ 10,000 crore. International credit rating agencies Moody's, and Fitch have
granted our Company, the following ratings — (i) Moody’s has granted us an issuer rating of “Baa3 Stable”, (ii) Fitch has
granted us long-term issuer default rating of “BBB-/ Stable”.

We believe that our financial strength and favorable credit ratings facilitate access to various cost competitive funding
options. Our borrowings reflect various sources, maturities and currencies; and include bonds, term loans and commercial
paper. Subject to certain conditions, we are also eligible to raise, under the automatic route (without the prior approval
of the RBI), ECBs up to U.S.$ 750 million each fiscal year. We also have access to various international funding sources
including the Asian Development Bank, Japan Bank for International Cooperation (“JBIC) and KfW Development Bank.
Our average cost of funds in Fiscals 2023, 2022 and 2021 was 7.51%, 7.30% and 7.48%, respectively, which we believe
is competitive.

Historically, most of our borrowings have been on an unsecured basis.

Comprehensive credit appraisal and risk management policies and procedures

We believe that we have developed extensive knowledge of, and experience in, the Indian power sector. We believe that
we have comprehensive credit appraisal policies and procedures, which enable us to effectively appraise and extend
financial assistance to various power sector projects. We believe that we follow a systematic institutional and project
appraisal process to assess and mitigate project and credit risk. We believe that our internal processes and credit review
mechanisms reduce the number of defaults on our loans and contribute to our profitability.

We believe that our comprehensive credit appraisal and project monitoring processes also result in strong collection and
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recovery. As of March 31, 2023, 84.05% of our outstanding loans to Central and State sector borrowers provide for an
escrow mechanism, which ensures that in case of default in payment of dues to us by such borrowers, the escrow agent
is required to make available the default amount to us on demand.

Track record of consistent financial performance and growth

We believe that we have a track record of consistent financial performance and growth, which enables us to capitalize on
attractive financing opportunities in the Indian power sector. Our total loan assets increased from < 3,70,770.99 crore as
of March 31, 2021 to X 4,22,497.73 crore as of March 31, 2023. In addition, our loan asset portfolio has increasingly
diversified by sector and customer base. As of March 31, 2023, 82.79% of our total loan assets related to government
sector borrowers, while 17.21% related to private sector borrowers. As of March 31, 2023, 41.34%, 11.41%, 7.30%,
36.89% and 3.06% of our total loan assets related to power generation projects, renewable energy projects, transmission
projects, distribution projects and others (including metro/railways, computerisation, project settlement, technical
assistance project, studies, short-term loans, loan for redemption of bonds, loan for asset acquisition, bills discounting,
fuel sources development, S.S.E.R, MTL, loan against receivables and others) respectively. As of March 31, 2023, our
top five, ten and twenty borrowers represented 30.19%, 43.34% and 61.10%, respectively, of our total loan assets.

Our total income increased from X 37,766.57 crore in Fiscal 2021 to X 39,665.63 crore in Fiscal 2023, and our profit after
tax increased from X 8,444.01 crore to X 11,605.47 crore in the same period. Our RoA and RoNW were 2.77% and
18.20%, respectively, in Fiscal 2023, while NIM (on earning assets) was 3.36% in the same period. As of March 31,
2023, our net worth was X 68,202.23 crore, while our capital adequacy ratio was 24.37%.

Experienced and committed management and employee base with in-depth sector knowledge

We have an experienced, qualified and committed management and employee base. Many of our employees, particularly
senior management, have considerable knowledge of the power sector in India. We believe that we have an efficient and
lean organizational structure relative to the size of our operations and profitability. Our personnel policies are aimed
towards recruiting talented employees and facilitating their integration into our Company and encouraging the
development of their skills.

Our management has significant experience and knowledge in the power sector and the financial services industry, which
has enabled us to develop a comprehensive and effective project appraisal process, implement a risk management
framework, identify specific requirements of power sector projects, and offer comprehensive financing solutions and
advisory assistance to such projects. The experience of our management has enabled us to successfully identify attractive
financing opportunities. We believe that our experienced management team has been the key to our success and will
enable us to capitalize on future growth opportunities.

STRATEGIES

Continue to leverage industry knowledge and relationships to capitalize on the expected growth in the Indian power
sector

We intend to continue to leverage our industry experience and relationships to provide comprehensive financing solutions
for power sector projects in India. The Indian power sector has historically been characterized by power shortages and
relatively low per capita consumption. Consequently, the Gol has prioritized investment in the power sector in a number
of ways, including through: (a) the implementation of the Electricity Act in June, 2003, to address the systemic
deficiencies in the Indian power sector and to attract capital for large-scale power projects; (b) the notification of the
National Electricity Policy in February, 2005, to accelerate the development of the power sector; (c) the implementation
of the Rajiv Gandhi Grameen Vidyutikaran Yojana (“RGGVY”) from April, 2005; (d) the launch of the Deen Dayal
Upadhaya Gram Jyoti Yojana (“DDUGJY”) (under which the RGGVY scheme is subsumed) to increase the pace of rural
electrification and to provide access to electricity to all Indian rural households; (e) the launch of the IPDS in urban areas
to strengthen the sub-transmission and distribution network; (f) the metering of feeders and distribution transformers to
reduce systems in India’s transmission and distribution infrastructure, and (g) the Pradhan Mantri Sahaj Bijli Har Ghar
Yojana - Saubhagya, to achieve ‘Universal Household Electrification’ in the country.

On the distribution reforms front, the Gol introduced the Ujjwal Discom Assurance Yojana (UDAY) scheme to turn
around Discoms in November, 2015. . Further, the Finance Minister on May 13, 2020 announced a % 20 lakh crore
stimulus package aimed at spurring growth and building a self-reliant India and aimed at combating the COVID-19
pandemic induced stress. In order to address liquidity issues in the power sector value chain, the Government of India
mandated our Company and REC, to disburse X 90,000 crore to DISCOMs under the DISCOM Liquidity Package.
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Further, Ministry of Power (MoP) vide Gazette Notification dated June 3, 2022, notified “The Electricity (Late Payment
Surcharge and Related Matters) Rules, 2022 (LPS Rules). These rules provide a mechanism for settlement of outstanding
dues of Generating Companies, Inter-State Transmission Licensees and Electricity Trading Licensees. Although the
continued prioritization of the power sector will need to be met by increased funding, there are various investment
opportunities in this sector, including investment in power projects, power equipment manufacturing, wind and solar
power, coal mining, natural gas, liquefied natural gas, gas pipelines, carbon trading and CDM projects. We intend to
employ our industry knowledge and ability to develop, supervise and implement structured financial assistance packages
based on specific operational and financial performance standards to assist otherwise financially weak SPUs and public
sector projects and improve their financial position. We aim to continue to contribute to the development and
implementation of Gol policies relating to the power sector in India and play an integral role in the supervision of the
implementation of reforms by SPUs and Gol agencies.

Strategically expand business and service offerings
Consultancy and other fee-based services

Our Company intends to continue to increase our focus on fee-based technical and consultancy services to SPUs, power
distribution licensees, IPPs, public sector undertakings and Electricity Regulatory Commissions. Our Company also
intends to continue to provide fee-based services for various Gol programs for the power sector in India, including acting
as a nodal agency for UMPP and R-APDRP (now subsumed under the IPDS).

Debt Syndication

Our Company intends to increase our focus on debt syndication activities in the power sector. Our Company plans to
continue to target debt syndication opportunities. Our Company believes that our technical knowledge and industry
experience, project appraisal capabilities, and relationship with commercial banks and other financial institutions enable
us to ensure timely completion of such projects.

Broaden loan asset base and borrower profile
Private sector projects

As of March 31, 2023, March 31, 2022 and March 31, 2021, 17.21%, 15.85% and 16.02%, respectively, of our total loan
assets were related to private sector projects. We intend to continue to provide financial assistance to private sector
generation, transmission and distribution projects to further diversify our borrower profile.

Hydro projects and renewable energy

We intend to continue to focus on providing financial assistance to hydro projects to facilitate an optimal mix of thermal
and hydro projects in our loan asset portfolio. We have extended loan repayment periods of state sector loans up to 20
years after moratorium for hydro projects, effectively increasing the loan tenor for such projects. The economic life of
hydro projects is generally longer than other categories of power projects. The Ministries of Power and New & Renewable
Energy have rolled out a slew of reforms to push mainstreaming of energy from green and sustainable sources and achieve
the 500 GW target. Towards this end, thermal power generators have been allowed to set up renewable energy capacities
on their own or through dedicated developers and to supply it to the consumers under the existing PPAs.

Our Company has strategically increased our focus on renewable energy projects, including solar, wind, biomass and
small hydro projects, to capitalize on the Gol’s various renewable energy initiatives. These initiatives include certain
minimum specified percentages of state distribution utilities’ total power requirements required to be met from renewable
energy sources and special tariffs for renewable energy projects. To boost renewal energy business increased sole lending
limits, introduced letter of undertaking (LoU) and project specific funding of RE equipment manufacturers and special
rebate to solar with domestic content

We continue to provide financing for public and private sector renewable energy generation projects. Our total loan assets
outstanding with regard to renewable energy projects aggregated X 48,197.75 crore as of March 31, 2023. As of March
31,2023, 11.41% of our total loan assets pertained to renewable energy projects.

Forward and backward linkages to core power sector projects

We have strategically expanded our focus areas to include projects that represent forward and backward linkages to power
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sector projects, including procurement of capital equipment for the power sector, fuel sources for power generation
projects, related infrastructure development as well as power trading initiatives.

Capital equipment manufacturers

The Indian power sector requires augmentation of equipment manufacturing capacities for capital equipment for all
segments of the power sector from generation to transmission and distribution. We intend to provide financial assistance
to manufacturers of equipment used in the power sector, including transmission and distribution equipment as well as
solar and wind energy generation equipment.

Fuel sources and related infrastructure development

The Gol has introduced various reforms for the development of fuel sources for thermal power generation projects,
including allocation of coal blocks to public and private sector entities as well as the development of related infrastructure
facilities for the transportation of coal and other fuel sources such as natural gas. We intend to provide financing assistance
to fuel supply projects and related infrastructure development projects.

Foray into new business segment including Infrastructure and Logistics Financing sector

On August 25, 2022, Ministry of Power has accorded approval to our Company to lend to infrastructure and logistics
financing sector to an extent permitted by Government of India. Our Company has accordingly modified MOA,
sanctioned projects and made one disbursement in this sector. Our Company has also signed a MoU with RITES Limited
(a public sector undertaking) to explore mutual collaboration for consultancy works in areas, including transport and
logistics, energy, water and sanitation, communication, social and commercial infrastructure. RITES will provide
expertise for pre-feasibility reports, detailed project reports, transaction advisory, project management services, audits,
and inspection, while our Company and our Subsidiaries will provide financial assistance for such projects.

KEY OPERATIONAL AND FINANCIAL PARAMETERS
A summary of our key operational and financial parameters for the last three completed Fiscals are as follows:
Our key operating and financial metrics on a consolidated basis as at and for the Fiscal year ended March 31, 2023,

March 31, 2022 and March 31, 2021 are as follows:
(R in crore, unless stated otherwise)

Parameters | Fiscal 2023 | Fiscal 2022 | Fiscal 2021
Balance Sheet
Net Fixed assets! 737.66 668.94 297.75
Current assets? 142,856.59 97,109.25 99,364.60
Non-current assets> 752,517.61| 693,222.08| 676,044.73
Total assets 896,111.86| 791,000.27| 775,707.08
Non-Current Liabilities* (including maturities of long-term borrowings
and short term borrowings)
Financial (borrowings, trade payables, and other financial liabilities) Not¢! 638,642.43| 589,011.22] 570,845.08
Provisions 101.64 188.50 97.41
Deferred tax liabilities (net) - - -
Other non-current liabilities 178.56 250.94 178.14
Current Liabilities® (including maturities of long-term borrowings)
Financial (borrowings, trade payables, and other financial liabilities) Nt 144,531.89| 104,770.18| 122,313.45
Other non-financial liabilities Nt ! 311.27 312.24 282.96
Provisions 336.47 168.05 174.87
Deferred tax liabilities (net) - - -
Current tax liabilities (net) 28.32 23.98 24.84
Equity (including other equity)® 84,158.49 71,676.24 60,767.48
Non-Controlling Interest 27,822.79 24,598 .91 21,022.77
Total equity and liabilities 896,111.86| 791,000.27| 775,707.08
Profit and Loss
Total revenue’ | 77,62519] 76,344.92] 71,700.67
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(% in crore, unless stated otherwise)

Parameters Fiscal 2023 | Fiscal 2022 | Fiscal 2021
From operations® 77,568.30 76,261.66 71,656.10
Other income 56.89 83.26 44.57
Total Expenses 51,129.13 52,940.30 51,816.18
Exceptional Item - - -
Profit / (Loss) before tax 26,496.07 23,382.22 19,890.73
Profit / (Loss) after tax’ 21,178.59 18,768.21 15,716.20
Other comprehensive income (1,130.71) 121.57 547.89
Total comprehensive income for the year 20,047.88 18,889.78 16,264.09
EPS!
(a) Basic 60.19 53.08 44.50
(b) Diluted 60.19 53.08 44.50
Cash Flow
Net cash generated from operating activities (74,698.93) 4,904.48| (59,142.61)
Net cash (used in) / generated from investing activities (1,693.58) (547.39) 1,741.06
Net cash (used in) / generated from financing activities 75,518.27| (8,370.59) 60,424.08
Add: Opening cash and cash equivalents as at the beginning of the year 914.24 4,927.74 1,905.21
Cash and cash equivalents 40.00 914.24 4,927.74
Balance as per statement of cash flows 40.00 914.24 4,927.74
Additional information
Net worth ! (including Non-Controlling Interest) 1,11,981.28 96,275.15 81,790.25
Cash and Cash Equivalents 127.59 914.24 4,927.74
Current Investments'? 3,973.43 5,770.26 3.274.82
Assets under Management'3 376,055.05| 322,576.87| 280,231.47
Off Balance Sheets Assets'* NA NA NA
Total Debts to Total assets!® 0.82 0.82 0.83
Debt Service Coverage Ratios NA NA NA
Interest Income 76,495.93 74,887.12 70,845.58
Interest Expense'® 47,016.78| 44,708.78 44,683.52
Interest service coverage ratio NA NA NA
Provisioning and Write-Offs'” (269.42) 5,339.07 5,888.90
Bad debts to Account receivable ratio NA NA NA
Gross Stage 3 (%)"® 3.66% 5.02% 5.29%
Net Stage 3 (%)" 1.06% 1.66% 1.97%
Tier I Capital Adequacy Ratio (%) NA NA NA
Tier II Capital Adequacy Ratio (%) NA NA NA
Net Debt-equity ratio® 6.58 6.71 7.82
Yield on AUM (%)?! NA NA NA
Cost of Borrowing (%) NA NA NA
Spread (%)% NA NA NA
Net Interest Margin (NIM) (%)% NA NA NA
Return on Average Assets (RoAA) (%)* NA NA NA
Return on Average Equity (RoAE) (%)% NA NA NA
Net Interest Income?® 29,479.15 30,178.34| 26,162.06
Pre-Provisioning Operating Profit (PPOP)?*’ 26,226.65 28,721.29 25,779.63

“Net fixed assets” refers the net value of “property, plant and equipment (PPE) " as per Ind AS 16. Net value is computed as gross

value less accumulated depreciation of PPE.

after the reporting date.

non-financial liabilities other than current liabilities.

due to be settled within twelve months after reporting date.
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“Non-current assets” includes all assets other than “Net fixed assets” and “Current assets” defined above.
“Non-current liabilities (including maturities of long-term borrowings and short-term borrowings)” includes all financial and

“Current assets” includes all financial assets and non-financial assets which are expected to be realised within twelve months

“Current liabilities (including maturities of long-term borrowings)” includes all financial and non-financial liabilities which are




Total revenue refers to the total income.

10 EPS refer to Earnings Per Equity Share

From operations refer to revenue from operations
Profit/(Loss) after tax refers to profit for the year.

- Net worth = Equity Share Capital + Other Equity

schedule

14 Off Balance Sheets Assets refers to Non-Fund Based Exposures.

Interest Expense refers to finance cost

under amortised cost category and Impairment on financial instruments

18- Gross Stage 3 (%) refers Gross NPAs to Gross Advances %

19 Net Stage 3 (%) refers Net NPAs to Net Advances %
20. Net Debt-equity ratio = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) less cash and cash

Equivalent/ Net worth.
21

31, 2022 and March 31, 2021

22 Spread = Yield on AUM (-) Cost of Borrowing
Net Interest Margin = (Interest income + Net gain on investments — Interest expense) / monthly average of total assets
Return on Average Assets = Profit / (Loss) after tax / yearly average of total assets

23.
24.

Equity (including other equity) refers to equity attributable to owners of our Company

2 Return on Average Equity = Profit / (Loss) after tax / yearly average of total share capital and other equity

26.

Net Interest Income = Interest Income + Net gain on sale of investments (-) Interest Expense
27 Pre-provisioning Operating Profit (PPOP) = Profit / (Loss) before tax + Provisioning and Write-Offs

“Current Investments” includes Bank balances other than cash and cash equivalents + Investment in Mutual Funds.
Assets under Management refer to addition of business loans and investments in Debt Securities - principal o/s of Debt Securities

Total debts to total assets = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) / total assets.

Provisioning and write off refers to addition of Net loss on fair value changes, Net loss on derecognition of financial instruments

Yield on AUM and cost of borrowing is calculated as weighted average rate of portfolio outstanding as on March 31, 2023, March

Note 1
Particulars As at March 31, 2023 As at March 31, 2022 As at March 31, 2021
Within 12 | After 12 | Within 12 | After 12 | Within 12 | After 12
months months months months months months
Trade payables
(i) Total outstanding dues of micro enterprises 0.67 - 1.11 - 0.01 -
and small enterprises
(i) Total outstanding dues of creditors other 50.19 - 48.64 - 70.42 -
than micro enterprises and small enterprises
Debt securities 63,400.22 | 4,33,329.16| 55,156.00 | 3,94,575.56| 83,174.52] 3,96,906.13
Borrowings (other than debt securities) 72,559.00| 1,65,784.00| 45,795.24| 1,48,821.74| 35,729.82| 1,27,614.60
Subordinated liabilities 6,699.20 9,385.94 399.28 | 15,728.46 401.29 15,855.80
Other non-financial liabilities 311.25 73.54 312.24 55.77 282.96 62.30
Other financial liabilities 1,735.18| 29,229.49 3,294.26| 29,304.72 2,817.26| 29,257.34
Total 1,44,755.71 | 6,37,802.13 | 1,05,006.77 | 5,88,486.25 | 1,22,476.28 | 5,69,696.17

Our key operating and financial metrics on a standalone basis as at and for the Fiscal year ended March 31, 2023,
March 31, 2022 and March 31, 2021 are as follows:

(R in crore, unless stated otherwise)

Parameters

| Fiscal 2023 | Fiscal 2022 | Fiscal 2021

Balance Sheet

Net Fixed assets' 44.00 44.72 37.21
Current assets? 72,109.58 54,367.43 61,442.22
Non-current assets> 3,72,679.48| 3,39,997.86| 3,30,604.64
Total assets 4,44,833.06| 3,94,410.01| 3,92,084.07
Non-Current Liabilities* (including maturities of long-term

borrowings and short term borrowings)

Financial (borrowings, trade payables, and other financial liabilities) Nt 3,15,837.52| 2,83,780.33| 2,89,100.83
Provisions 50.93 140.43 55.54
Deferred tax liabilities (net) - - -
Other non-current liabilities 129.21 221.18 73.18
Current Liabilities® (including maturities of long-term borrowings)

Financial (borrowings, trade payables, and other financial liabilities) Nt ! 60,092.26] 50,560.55| 50,180.60
Other non-financial liabilities V! 248.19 250.67 181.19
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(% in crore, unless stated otherwise)

Parameters Fiscal 2023 | Fiscal 2022 | Fiscal 2021
Provisions 272.72 106.57 99.61
Deferred tax liabilities (net) - - -
Current tax liabilities (net) - - -
Equity (including other equity)® 68,202.23 59,350.28| 52,393.12
Total equity and liabilities 4,44,833.06| 3,94,410.01| 3,92,084.07
Profit and Loss
Total revenue’ 39,665.63| 38,591.17| 37,766.57
From operations® 39,651.75 38,545.40 37,744.87
Other income 13.88 45.77 21.70
Total Expenses 25,495.01 26,363.52|  27,559.26
Exceptional Item - - -
Profit / (Loss) before tax 14,170.62 12,227.65 10,207.31
Profit / (Loss) after tax’ 11,605.47 10,021.90 8,441.01
Other comprehensive income (159.67) 180.83 90.20
Total comprehensive income for the year 11,445.80 10,202.73 8,534.21
EPS!’
(a) Basic 43.96 37.96 31.98
(b) Diluted 43.96 37.96 31.98
Cash Flow
Net cash generated from operating activities (35,740.75) 6,919.28| (17,514.68)
Net cash (used in) / generated from investing activities (713.97) (211.39) 880.92
Net cash (used in) / generated from financing activities 35,755.95]  (9,704.60)|  20,168.86
Add: Opening cash and cash equivalents as at the beginning of the year 720.91 3,717.62 182.52
Cash and cash equivalents 22.14 720.91 3,717.62
Balance as per statement of cash flows 22.14 720.91 3,717.62
Additional information
Net worth ! 68,202.23 59,350.28|  52,393.12
Cash and Cash Equivalents 22.14 720.91 3,717.62
Current Investments'? 1,595.96 3,240.31 1,044.58
Assets under Management'3 1,70,508.37| 1,50,118.64| 1,35,633.84
Off Balance Sheets Assets' 3,547.66 8,421.77 5,297.40
Total Debts to Total assets'> 0.82 0.81 0.83
Debt Service Coverage Ratios NA NA NA
Interest Income 37,645.31 36,701.22 36,145.76
Interest Expense'® 23,282.57 22,671.30 23,194.49
Interest service coverage ratio NA NA NA
Provisioning and Write-Offs!’ (366.77) 2,212.72 4,015.35
Bad debts to Account receivable ratio NA NA NA
Gross Stage 3 (%)'® 3.91% 5.61% 5.70%
Net Stage 3 (%)" 1.10% 1.83% 2.16%
Tier I Capital Adequacy Ratio (%) 21.61% 20.00% 15.46%
Tier II Capital Adequacy Ratio (%) 2.76% 3.48% 3.37%
Net Debt-equity ratio® 5.32 5.38 6.13
Yield on AUM (%)*! 10.04% 10.22% 10.58%
Cost of Borrowing (%)*! 7.51% 7.30% 7.48%
Spread (%)% 2.53% 2.92% 3.10%
Net Interest Margin (NIM) (%)% 3.36% 3.62% 3.54%
Return on Average Assets (RoAA) (%)* 2.77% 2.55% 2.24%
Return on Average Equity (RoAE) (%)% 18.20% 17.94% 17.31%
Net Interest Income?® 14,362.74 14,029.92 12,951.27
Pre-Provisioning Operating Profit (PPOP)?*’ 13,803.85 14,440.37 14,222.61
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(% in crore, unless stated otherwise)

Parameters Fiscal 2023 | Fiscal 2022 | Fiscal 2021
Loan 422.497.73| 373,134.61| 370,770.99
Investment in Debt Securities 300.08 - -
Total of Debt Securities including CP 252,289.44| 223,015.97| 235,137.15
AUM 170,508.37| 150,118.64| 135,633.84

1.

“Net fixed assets” refers the net value of “property, plant and equipment (PPE) " as per Ind AS 16. Net value is computed as gross
value less accumulated depreciation of PPE.

“Current assets” includes all financial assets and non-financial assets which are expected to be realised within twelve months
after the reporting date.

“Non-current assets” includes all assets other than “Net fixed assets” and “Current assets” defined above.

“Non-current liabilities (including maturities of long-term borrowings and short-term borrowings)” includes all financial and
non-financial liabilities other than current liabilities.

“Current liabilities (including maturities of long-term borrowings)” includes all financial and non-financial liabilities which are
due to be settled within twelve months after reporting date.

6 Equity (including other equity) refers to equity attributable to owners of our Company
7 Total revenue refers to the total income.
8 From operations refer to revenue from operations
% Profit/(Loss) after tax refers to profit for the year.
10 EPS refer to Earnings Per Equity Share
1. Net worth = Equity Share Capital + Other Equity
12 “Current Investments” includes Bank balances other than cash and cash equivalents + Investment in Mutual Funds.
13 Assets under Management refer to addition of business loans and investments in Debt Securities - principal o/s of Debt Securities
schedule
14 Off Balance Sheets Assets refers to Non-Fund Based Exposures.
I3 Total debts to total assets = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) / total assets.
16 Interest Expense refers to finance cost
17 Provisioning and write off refers to addition of Net loss on fair value changes, Net loss on derecognition of financial instruments
under amortised cost category and Impairment on financial instruments
18 Gross Stage 3 (%) refers Gross NPAs to Gross Advances %
19 Net Stage 3 (%) refers Net NPAs to Net Advances %
20 Net Debt-equity ratio = (Debt securities + Borrowings (other than debt securities) + Subordinated liabilities) less cash and cash
Equivalent/ Net worth.
2l Yield on AUM and cost of borrowing is calculated as weighted average rate of portfolio outstanding as on March 31, 2023, March
31, 2022 and March 31, 2021
22 Spread = Yield on AUM (-) Cost of Borrowing
23 Net Interest Margin = (Interest income + Net gain on investments — Interest expense) / monthly average of total assets
24 Return on Average Assets = Profit / (Loss) after tax / yearly average of total assets
25 Return on Average Equity = Profit / (Loss) after tax / yearly average of total share capital and other equity
26- Net Interest Income = Interest Income + Net gain on sale of investments (-) Interest Expense
27 Pre-provisioning Operating Profit (PPOP) = Profit / (Loss) before tax + Provisioning and Write-Offs
Note 1
Particulars As at March 31, 2023 As at March 31, 2022 As at March 31, 2021
Within 12 After 12 | Within 12 | After 12 | Within 12 | After 12
months months months months months months
Trade payables
(1) Total outstanding dues of micro enterprises - - - - - -
and small enterprises
(i1) Total outstanding dues of creditors other - - - - - -
than micro enterprises and small enterprises
Debt securities 23,522.04] 2,36,305.01 | 25,518.09 | 2,04,638.86| 38,118.69| 2,04,692.85
Borrowings (other than debt securities) 32,211.00| 69,017.89| 23,265.32| 64,700.10| 11,220.79| 69,616.81
Subordinated liabilities 3,902.30 5,409.54 102.33 9,208.94 101.80 9,208.40
Other non-financial liabilities 248.19 24.19 250.67 26.26 181.19 29.94
Other financial liabilities 432.60 5,105.08 1,618.05 5,185.94 683.31 5,144.74
Total 60,316.13 | 3,15,861.70 | 50,754.46 | 2,83,760.10| 50,305.78 | 2,88,692.70

The following table sets forth details of our non-performing assets and provisions on standalone basis as at March 31,

2023, March 31, 2022 and March 31, 2021.
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(R in crore, unless stated otherwise)

Parameters As of
Fiscal 2023 Fiscal 2022 Fiscal 2021
Loan Book 4,22,497.73 3,73,134.61 3,70,770.99
Stage 3 Book 16,501.65 20,915.28 21,150.16
Gross Stage 3 % 3.91% 5.61% 5.70%
Gross Stage 3 Provision 11,999.38 14,344.38 13,416.36
Net stage 3* 1.07% 1.76% 2.09%
Net Stage 3 %** 1.10 1.83 2.16
PCR % - NPA 72.72% 68.58% 63.43%
*Net Stage 3 refers to Net NPA
**Net Stage 3 (%) refers Net NPAs to Net Advances %
CORPORATE STRUCTURE
The following chart presents the corporate structure of our Company:
Chairman & Managing Director*
y
\ 4 \4 ¥ v v L v L
Vigilance| | €ompany | | Internal || Direct Corporate ||Chief Risk| [Chief Compliance || COtPOTate | | Director || Public Director
& Secretariat || Audit | [(Projects)| [Coordination| | oficer Officer Plsann;ng &| | (Finance)* | |Relations || (Commercial)
trategy
SR, ARM & QM -
and ISO Unit; Solar RM-International; Lending Concurrence; Rajbhasha; CSR;
NR; Stressed Asset Unit; Wind Project Structured Product Group; Investor Entity Appraisal-
IPP & New Business Unit Processing Cell; RO Relations and RBI Prudential norms; 1T
(South) Taxation; FA&S (ALCO & IR&FC)
Admn. & SS,
E&BM, Library,
WR: Lending Policy; ER & NER; Energy RM-Domestic-I; Corporate Accounts; MS
Market Surveillance & Efficiency Cell; RBI Coordination; Salary, Establishment
Coordination; RO (West) Central Sector & Misc. Payments; Gratuity, PF and other [— . _
Projects superannuation Trusts; Establishment & Entity Appraisal-
Misc. Concurrence; Loan Disbursement; L, Legal &
PFC Consulting Ltd., Regulation of Power e
o u A
Wholly ownle;ggubmdlary of & Discom Dues RM Domestic-II; Fund Management &
Banking; Restructured Asset Unit; Loan [— |
Recovery; Public Issue & 54 EC; IPDS

* Currently, the Director (Finance) is holding the additional charge of Chairman and Managing Director

OUR MAJOR PRODUCTS

We provide a comprehensive range of fund-based and non-fund based assistance from project conceptualization to the
post-commissioning stage to our clients in the power sector. Our fund-based assistance includes primarily project finance,
short-term loans, buyers’ lines of credit, bridge loans, corporate loans, and debt refinancing schemes. Non-fund based
assistance includes primarily default payment guarantees and letters of comfort. Some of our key products are as set out

below:

Fund-Based

Our loan assets are presented as adjusted for any provisions for contingencies made in the respective Fiscals.

The following table sets forth certain information relating to our total loan assets (principal outstanding) as of the dates

indicated:
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(% in crore, except percentages)

Particulars As of March 31, 2023 As of March 31, 2022 As of March 31, 2021
Amount % of total Amount % of total % of total % of total
Rupee loans
a. Term loans 4,01,183.38 94.95| 3,72,295.89 99.78 | 3,63,867.19 98.14
b. Short term loans 21,073.36 4.99 597.73 0.16 6,662.81 1.80
Foreign currency loans 240.99 0.06 240.99 0.06 240.99 0.06
Total 4,22,497.73 100.00 | 3,73,134.61 100.00 | 3,70,770.99 100.00

The following table sets forth certain information relating to our total disbursements in the periods indicated:
(% in crore, except percentages)

Particulars For the year ended For the year ended For the year ended
March 31, 2023 March 31, 2022 March 31, 2021
Amount % of total Amount % of total % of total % of total
Term loans 63,051.81 73.52 50,163.09 97.90 79,647.87 90.20
Short term loans 22,704.35 26.48 1,078.50 2.10 8,654.18 9.80
Total 85,756.15 100.00 51,241.59 100.00 88,302.05 100.00

Rupee Term Loans

Rupee Long term loans accounted for 94.95%, 99.78%, 98.14% of our total loan assets as of March 31, 2023, 2022 and
2021, respectively. We generally disburse funds either directly to a supplier of project equipment or services or by way
of a reimbursement to the borrower against satisfactory proof of eligible expenditure on the relevant project, or through
a trust and retention account.

We generally implement security and quasi-security arrangements in relation to our Rupee term loans.

Our Rupee term loan financings are generally secured in the case of public sector clients, including state utilities, either
through a charge on the project assets or by a state government guarantee, or both. In addition to such security or
guarantee, most of our loans to central and state sector borrowers provide for an escrow mechanism. For private sector
clients, our Rupee term loan financings are secured through, among other things, a first priority pari passu charge on the
relevant project assets, collateral such as pledge of shares held by promoters and/or personal or corporate guarantees, as
well as trust and retention account arrangements. For further information, see “— Risk Management — Security Risk”
on page 142.

Interest rates on Rupee term loans are notified to the borrower from time to time. Typically, there is an option to select
interest rates with a reset option after every three years or ten years. We believe that our comprehensive credit appraisal
and project monitoring processes also result in strong collection and recovery. As of March 31, 2023, 84.05% of our
outstanding loans to Central and State sector borrowers provide for an escrow mechanism, which ensures that in case of
default in payment of dues to us by such borrowers, the escrow agent is required to make available the default amount to
us on demand.

Transitional loans. We also provide transitional financing to state sector distribution companies in specified states, as per
applicable regulatory guidelines / limits, to meet any temporary liquidity shortfall they may experience due to various
reasons such as non-adjustment of fuel surcharge, inadequate Gol support, cash or revenue gap, insufficient capacity
addition or purchase of expensive power so as to provide the distribution companies with an opportunity to resolve their
liquidity position over a specified period. We also provide financial support to newly formed power generating
companies, transmission companies and distribution companies incorporated out of bifurcation or reorganization of a
state in order to meet any liquidity shortfall experienced by such entities during their initial years due to various reasons,
such as, inadequate cash flow, immediate payment requirements for purchase of fuel or power, or other revenue
expenditure for the operation of the plant, transmission network or distribution network.

Debt refinancing scheme. Under this scheme, we assist borrowers who have borrowed funds from other lending
institutions at a higher rate of interest, to refinance their loans at a lower interest rate. The refinancing facility is available
only for commissioned projects.

Funding of Regulatory Assets. We provide loans to distribution companies for the purpose of funding regulatory assets,
as per applicable regulatory guidelines / limits. In order to be awarded a loan under this facility, the borrower needs to
provide a state government guarantee and must have a business plan in place. Furthermore, the relevant SERC must
specify certain conditions such as a time bound recovery plan and recovery of carrying cost of the regulatory assets,
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among others.

Corporate loans. We provide corporate loans to entities in the power sector, whether government or private, for the
purpose of equity infusion into new power projects or for the acquisition of existing power projects including generation,
transmission and distribution projects.

Loans to grid connected solar photovoltaic power generation projects. We provide loans to grid-connected solar
photovoltaic power generation projects.

Liquidity Scheme for DISCOMs under Atmanirbhar Bharat initiative of Government of India (“DISCOM
Liquidity Package”)

The Finance Minister on May 13, 2020 rolled out a % 20 lakh crore stimulus package aimed at spurring growth and
building a self-reliant India and combating the effects of the COVID 19 related pandemic. In order to address liquidity
issues in the power sector value chain, the Government of India mandated our Company and our subsidiary, REC, to
disburse X 90,000 crore to DISCOMs to cover the outstanding dues of the DISCOMs up to March 31, 2020. The loans
are secured with unconditional and irrevocable State Government guarantee covering the loan amount along with interest
and any other charges towards the loan.

Late Payment Surcharge (LPS) Rules, 2022

Ministry of Power (MoP) vide Gazette Notification dated June 3, 2022, notified “The Electricity (Late Payment Surcharge
and Related Matters) Rules, 2022” (LPS Rules). These rules provide a mechanism for settlement of outstanding dues of
Generating Companies, Inter-State Transmission Licensees and Electricity Trading Licensees.

The rules provide for clubbing of all outstanding dues (as on June 3, 2022) including Principal, Late Payment Surcharge
etc. into a consolidated amount which can be paid in interest free Equated Monthly Instalments (EMI). The maximum
number of such EMIs can be forty eight (48) based on the quantum of the total outstanding dues. The rules also indicate
modalities for implementation and also penalties for not making payments, in line with the Re-determined Payment
Schedule. The borrower shall provide State Government Guarantee as security for the loan. Our Company may also
stipulate any additional security like budgetary allocation etc. on case to case basis.

Foreign Currency Loans-

Foreign Currency Loans (accounted for 0.06%, 0.06% 0.06% ) our total loan assets as of March 31, 2023, 2022 and 2021,
respectively .

Short-term loans

We provide short-term loans to borrowers to meet their immediate funding requirements. Short-term loans accounted for
4.99%, 0.16% and 1.80% of our total loan assets as of March 31, 2023, 2022 and 2021, respectively. These loans are
Rupee-denominated and primarily relate to the purchase of fuel for power plants, consumables, essential spares,
emergency repair and maintenance of power plant and transmission and distribution infrastructure. Such short-term loans
are also extended against receivables of the borrowers.

Other Fund-Based Assistance

Our product portfolio includes providing a comprehensive range of other fund-based assistance, including but not limited
to providing financial assistance for purposes of computerization, studies, equipment manufacturing, loans against
receivables, buyers’ lines of credit and loans for renewable energy business, including renewable energy produced from
biomass, bagasse and municipal waste.

Equipment lease financing. We provide lease financing to fund the purchase of major capital equipment and machinery
essential for power sector projects and associated infrastructure projects. Equipment lease financing is extended to various
core power sector projects, renewable energy projects and associated infrastructure development projects. Equipment
lease financing may be provided for up to the entire cost of the relevant equipment.

Buyers’ line of credit. We provide non-revolving Rupee lines of credit for power sector projects in connection with

purchase of machinery, equipment and other capital goods (including accessories and spare parts) on a deferred payment
basis.
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Non-Fund Based
We also provide non-fund based assistance including default payment guarantees and letters of comfort.

Deferred Payment Guarantees. We issue guarantees on behalf of certain power sector projects to guarantee their payment
obligations for the debt availed for such projects. As of March 31, 2023, the total amount of Rupee-denominated default
payment guarantees issued by us amounted to % 536.62 crore.

Letters of Comfort. We provide letters of comfort against our sanctioned term loans to enable borrowers to establish a
letter of credit with their banks. The letter of comfort is issued only in cases where it is a prerequisite for EPC contracts
or equipment supply contracts of projects financed by us. The letter of comfort is issued after all other pre-disbursement
conditions have been complied with. As of March 31, 2023, we had outstanding letters of comfort aggregating X 2,427.96
crore.

PROJECTS WE FUND

Our project financing activities have been focused primarily on thermal and hydro generation projects, including
financing of renovation and modernization of existing thermal and hydroelectric plants. Transmission and distribution
projects financed by us include system improvements and projects involving provision of shunt capacitors and meters.
We also focus on the promotion and development of other energy sources, including alternate and renewable fuels. As
of March 31, 2023, 41.34%, 11.41%, 7.30%, 36.89% and 3.06% of our total loan assets related to power generation
projects, renewable projects, transmission projects, distribution projects and others (including transitional finance,
computerization, funding of regulatory assets, equipment manufacturer loan, loan against receivables, short-term loans,
buyer lines of credit, etc.), respectively.

We have strategically expanded our focus areas to include projects that represent forward and backward linkages to core
power sector projects, including the procurement of capital equipment for the power sector, fuel sources for power
generation projects and related infrastructure development as well as power trading initiatives.

The following table provides territory-wise information relating to our total loan assets (principal outstanding) as of
March 31, 2023:

(R in crore)

State Amount
Andhra Pradesh 38,848.32
Assam 630.12
Bihar 5,275.42
Chhattisgarh 16,797.12
Delhi 3,224.21
Goa 600.00
Gujarat 7,829.08
Haryana 1,022.87
Himachal Pradesh 2,050.46
Jammu and Kashmir 13,681.09
Jharkhand 4,590.09
Karnataka 16,824.21
Kerala 1,049.68
Madhya Pradesh 16,572.46
Mabharashtra 22,787.49
Manipur 109.50
Meghalaya 1,491.53
Mizoram 9.09
Nagaland 2.78
Orissa 4,243 95
Punjab 13,976.87
Rajasthan 54,936.73
Sikkim 7,818.50
Tamil Nadu 57,456.97
Telangana 64,815.24
Tripura 96.61
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(< in crore)

State Amount
Uttar Pradesh 55,797.30
Uttarakhand 1,345.59
West Bengal 8,614.43
Grand Total 4,22.497.73

The following table sets forth certain information relating to our total loan assets (principal outstanding) as of the dates
indicated, presented according to the type of project:

(R in crore, except percentages)

Particulars As on March 31, 2023 As on March 31, 2022 As on March 31, 2021
Amount % of total Amount % of total Amount % of total
Generation 1,74,660.92 41.34% 1,75,434.21 47.02% 1,89,577.54 51.13%
Renewable 48,197.75 11.41% 36,777.49 9.86% 37,474.49 10.11%
Transmission 30,841.01 7.30% 30,499.70 8.17% 29,344.59 7.91%
Distribution 1,55,871.68 36.89% 1,28,006.79 34.31% 1,12,298.51 30.29%
Others 12,926.37 3.06% 2,416.42 0.65% 2,075.85 0.56%
Total 4,22,497.73 100% 3,73,134.61 100% 3,70,770.99 100%

Note: “Others” include BLC, Computerization, Equipment manufacturing, funding of Regulatory Assets, Counterpart funding, DPG,
and others

Thermal generation projects

We provide financing for thermal energy generation projects in the public and private sectors. Such projects include coal-
and gas-based power plants.

Hydro generation projects

We provide financing for hydro generation projects in the public and private sectors. This facilitates an optimal mix of
thermal and hydro projects in our loan asset portfolio. In this regard, we have extended loan repayment periods of state
sector loans for hydro projects to 20 years after moratorium for hydro projects, effectively increasing the loan tenor for
such projects.

Renewable energy projects

We provide financing for various renewable energy generation projects, including solar, wind, biomass and small hydro
projects in the public and private sectors.

Renovation, modernization and life-extension scheme
We provide financing for renovation, modernization and life-extension projects for old thermal and hydro power plants.
Transmission projects and schemes

We provide financing for several kinds of power transmission projects, including transmission and sub-transmission
schemes, power evacuation lines and transmission lines. Transmission projects and schemes funded by us involve the
transmission of power within various states and from one region in India to another, assistance in the distribution of
power within a particular state and transmission loss reduction schemes. These schemes include construction of new
transmission lines, reinforcement of existing transmission lines, construction of new substations, augmentation of
transformer capacities of existing substations, replacement of old and obsolete equipment, and bay extensions.

Distribution, capacitor and metering schemes

We provide financing for various projects and entities that establish and upgrade substations and distribution networks
in various distribution circles, including the installment of capacitors and meters to reduce losses and improve revenue
generation, and to improve the quality and reliability of power supply to consumers.

SECTOR-WISE LOAN PORTFOLIO

We provide financial assistance to the public sector, which includes central, state and joint (i.e., companies that have both
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state and central public sector participation) sectors, and to private sector projects.

The following table sets forth certain information relating to our total loan assets as of the dates indicated, presented

according to sector:

(% in crore, except percentages)

Particulars As on March 31, 2023 As on March 31, 2022 As on March 31, 2021
Amount % of total Amount % of total Amount % of total
Public sector 3,49,765.78 82.79% | 3,14,004.35 84.15% | 3,11,386.55 83.98%
Private sector 72,731.95 17.21% 59,130.26 15.85% 59,384.44 16.02%
Total 4,22.497.73 100% | 3,73,134.61 100% | 3,70,770.99 100%

The following table sets forth certain information relating to disbursements made by us in the periods indicated, presented

according to sector:

(% in crore, except percentages)

Particulars For the Fiscal 2023 For the Fiscal 2022 For the Fiscal 2021
Amount % of total Amount % of total Amount % of total
Public sector 63,325.99 73.84 42,294.59 82.54 79,050.63 89.52
Private sector 22.,430.16 26.16 8,946.99 17.46 9,251.42 10.48
Total 85,756.15 100.00 51,241.59 100.00 88,302.05 100.00

Note

() The disbursement other than Private Sector Disbursement is considered as Public Sector Disbursement.

@ Our Company’s loan disbursement, the amount received from GOI/MOP under RAPDRP/IPDS Schemes (for which our Company
is acting as Nodal Agency) was released to concerned utilities as advised by GOI/MOP.

CONSULTANCY SERVICES

We provide fee-based services for various Gol programs, including acting as a nodal agency for UMPP and R-APDRP
projects.

SOURCES OF FUNDS

Our primary sources of funds include equity capital, internal resources and domestic and foreign borrowings. Our
borrowings reflect various sources, maturities and currencies, and include bonds, term loans and commercial paper.
Historically, most of our borrowings have been on an unsecured basis.

The following table sets forth certain information relating to our Rupee-denominated and foreign currency-denominated
borrowings as of the dates indicated:
(R in crore, except percentages)

Particulars As on June 30, 2023* For the Fiscal 2023 For the Fiscal 2022| For the Fiscal 2021
Amount|% of total] Amount|% of total Amount (% of total | Amount |% of total
Rupee 3,01,313.91 82.2413,05,681.39 82.532,71,088.01 82.792,83,147.39 85.04
Foreign currency (V| 65,063.52 17.76| 64,686.39 17.47| 56,345.63 17.21| 49,811.95 14.96
Total 3,66,377.43 100.00(3,70,367.78 100.00 [3,27,433.64 100.00[3,32,959.34 100.00

) The Rupee equivalent of foreign currency borrowings is based on the RBI’s FBIL data base.
*The numbers herein includes only principal amount outstanding.

Rupee resources

Our primary sources of funds are from rupee-denominated bonds and term loans taken in India. In addition, we are
classified as an IFC, which enables us to further diversify our borrowings through the issuance of Rupee-denominated
infrastructure bonds that offer certain tax benefits to bondholders.

A significant percentage of our rupee-denominated borrowings are raised through the issuance of privately placed bonds
in India. As of March 31, 2023, we had outstanding borrowings (principal amount outstanding) aggregating < 2,24,281.61
crore and X 73,801.73 crore in the form of bonds (including Rupee-denominated infrastructure bonds) and Rupee
denominated term loans, respectively.

The following table sets forth certain information relating to the Rupee resources (principal amounts outstanding) as of
the dates indicated:
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(% in crore, except percentages)

Particulars As of March 31, 2023 | As of March 31, 2022 | As of March 31, 2021

Amount | % of total | Amount | % of total| Amount | % of total

Taxable bonds 2,16,022.49 72.47|1,88,865.66 71.58(1,98,121.34 71.98

Tax free bonds 8,259.12 2.86 8,983.03 3.53] 12,275.11 4.61

Term loans from Indian banks, foreign 69,817.90 24.17| 65,762.48 25.83| 61,098.98 22.97
banks and financial institutions

Short term loans 3,983.83 1.38 228.59 0.09 3,763.27 1.41

Total 2,98,083.34 100.00 | 2,63,839.76 100.00 | 2,75,258.70 100.00

Foreign currency resources

We have raised foreign currency funds through syndicated loans, medium term notes, loans from multilateral agencies
and other sources such as FCNR(B) loans, which are foreign currency loans for specific end uses (such as infrastructure)
and at interest rates linked to benchmarks such as LIBOR. The following table sets forth certain information relating to
our outstanding foreign currency borrowings (principal amounts outstanding only), as of the dates indicated:

(R in crore, except percentages)

Particulars As of March 31, 2023 | As of March 31, 2022 | As of March 31, 2021

Amount | % of total | Amount |% of total| Amount | % of total

FCL Bonds 37,219.33 57.66| 34,378.78 61.08| 30,871.97 61.95
FCL Syndicated Loans 20,719.21 32.10| 21,781.52 38.70| 18,813.18 37.75
Other FCL Loans 6,615.95 10.25 128.07 0.23 150.65 0.30
Total 64,554.49 100.00| 56,288.37 100.00| 49,835.80 100.00

As an IFC, we are also eligible to raise, under the automatic route (without the prior approval of the RBI), ECBs of up to
U.S.$ 750 million in each fiscal year.

OUR SUBSIDIARIES

REC

Our Subsidiary REC’s business activities involve financing projects in the entire power sector value chain, be it
generation, transmission or distribution including renewable energy projects in India. REC has also been granted
“Maharatna” company under the Ministry of Power, Government of India. REC is the Nodal Agency for Government
of India’s flagship schemes i.e. Pradhan Mantri Sahaj Bijli Har Ghar Yojana (SAUBHAGAYA), Deen Dayal Upadhaya
Gram Jyoti Yojana (DDUGJY) and National Electricity Fund (NEF). Further, alongwith our Company, REC has also
been designated as Nodal Agency for Revamped Distribution Sector Scheme (RDSS). Besides, REC assists Ministry of
Power in monitoring of the Ujjwal Discom Assurance Yojana (UDAY) which seeks to operationally reform and
financially turnaround the power distribution companies of the country.

PFCCL

Our wholly owned subsidiary PFCCL, also provides various technical consultancy and advisory services for power sector
projects.
The Services offered by PFCCL are broadly in the following areas:

e Transaction Advisory: End-to-End solutions in Transaction Advisory Services across different areas in power sector
(Selection of Sellers/Developers, Reform and Restructuring, Independent Transmission Projects, Privatization of
Electricity Distribution in Union Territories, Resolution Plan)

e Project Development: Project Development and implementation of various Gol initiatives (Ultra Mega Power
Projects, Ultra Mega Renewable Energy Power Parks, Owner’s Engineer, Lender’s Independent Engineer, Lender’s
Insurance Advisor, Setting up of Manufacturing Zone for power and renewable energy equipment)

e PMA /PMC/ Gol Schemes: Project management and change agents focusing on revamped solutions and aiming for

loss reduction (Revamped Distribution Sector Scheme, Procurement of Power, DEEP Portal, Coal Linkage Auction
under SHAKTI Scheme, Pilot Scheme, PRAAPTI Portal, Integrated Power Development Scheme)
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e Smart Solutions: Smart solutions to improve performance and processes, productivity and pro-active planning
(Smart Metering, Energy Portfolio Management)

e Policy Formulation Support: Support to Government/ Regulators for formulation of Policies, Regulatory framework
and Guidelines and SBDs

e Other Services: Strategy, Regulatory, Tariff Support, fund mobilization and other aspects of power sector

Our Company is designated by Ministry of Power (MoP) as the ‘Nodal Agency’ for facilitating development of Ultra
Mega Power Projects and its wholly owned subsidiary i.e. PFCCL is the ‘Bid Process Coordinator’ for Independent
Transmission Projects.

PFC Project Limited (PPL)

PPL (formerly known as Coastal Karnataka Power Limited) was originally set up for managing the UMPPs as per the
mandate from Gol. During the current Fiscal, PPL’s MoA has been amended and PPL will now undertake bidding
lenders’ backed resolution plans by our Company.

REC Power Development & Consultancy Limited (RECPDCL)

Our Subsidiary, RECPDCL is engaged in the business of bid process coordinator, project implementing agency, project
management agency and consultancy services etc.

RISK MANAGEMENT

We have developed various risk management policies and procedures, with particular emphasis on actively managing
and controlling our risk exposures. These processes include a detailed appraisal methodology, identification of risks and
suitable structuring of credit risk mitigation measures.

We have set up a Risk Management Committee to monitor various risks, examine risk management policies and practices,
and initiate action for mitigation of risks relating to our operations.

We have also developed an integrated enterprise-wide risk management policy (“IRM Policy”). In order to implement
the IRM Policy, our Company has constituted a Risk Management Compliance Committee of Directors and a separate
unit called the CRA unit to monitor certain risks identified by our Company.

For managing various risks, our Company has put in place an integrated enterprise-wide risk management mechanism to
ensure that the risks are monitored carefully and managed efficiently. In accordance with the RBI Master Direction in
order to augment risk management practices in our Company, our Company has a Chief Risk Officer who is involved in
the process of identification, measurement and mitigation of risks.

As a financial institution, we are primarily exposed to the following types of risk: credit risk, security risk, liquidity risk,
interest rate risk, foreign currency risk and operational risk, each described in further detail below.

Credit Risk

Credit risk involves the risk of loss arising from the diminution in credit quality of a borrower along with the risk that the
borrower will default on contractual repayments under a loan or an advance. We follow a systematic institutional and
project appraisal process to assess and mitigate credit risk. These processes include a detailed appraisal methodology,
identification of risks and suitable structuring, of credit risk mitigation measures. We use a wide range of quantitative as
well as qualitative parameters as part of our appraisal process to make a sound assessment of the extent of underlying
credit risk in a project. We evaluate the credit quality of borrowers by assigning risk weightings on the basis of various
financial and non-financial parameters. Our lending policies evaluate borrowers’ eligibility criteria with an emphasis on
financial and operational strength, capability and competence. For further information, see “— Project and Entity
Appraisal Process” on page 144.

Although we encourage certain schemes through differential lending rates, the eligibility criteria and our funding decision
is guided by the merits of a particular project, and no funds are pre-allocated.

Our key lending terms and conditions are set out in our operational policy statement, which is reviewed from time to time
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to align it with market requirements. In addition, we place emphasis on funding projects with short lead times as well as
on-going projects.

We evaluate the credit quality of all borrowers by assigning ratings on the basis of various financial and non-financial
parameters. In addition, we assign an integrated rating (which is a combination of entity rating and project rating) for
private sector generation projects. The interest rates, requirement of collateral securities and exposure limits are calculated
on the basis of such integrated ratings.

Monitoring of Loans

We have developed a project monitoring system following the grant of sanctions and execution of loan documents that
monitors and tracks project implementation status and identifies risks where intervention is required to minimize the time
and cost overruns and consequent slippages in disbursements. A separate project monitoring unit has been set up to
monitor the status of projects based on quarterly progress reports, discussions with the borrowers and/or site engineers
during site visits, discussions with relevant officials of the borrowers and other methods. The periodic progress analysis
is presented before our Board on a quarterly basis. Such reports broadly cover the major areas of concern impacting the
project’s implementation and withdrawals from us, major reasons for project delays, age-wise delay analysis, major
suppliers and agencies associated with the projects, and the cumulative status of our commitments versus disbursements.

For private sector projects, we typically engage the lender’s engineers and financial advisors, which are independent
agencies who act on behalf of various lenders and consortium members who provide lenders with periodic reports and
information concerning the physical and financial progress status of specific projects based on periodic site visits, visits
to borrowers’ headquarters, and inspection and review of any relevant documents. Our project monitoring unit reviews
the reports submitted by the lenders’ engineers and prepares a report broadly covering the physical progress, time and
cost overrun estimation and delay analysis. The report is submitted to our senior management and Board on a quarterly
basis.

Appointment of Project monitoring Agency (PMA)

Project Management Agency (PMA) are being appointed for private sector projects in lieu of LE/LFA/LIA for better
coordination, operational efficiency and improved accountability, thereby facilitating better project management and
timely implementation of the projects. The PMA shall be responsible for both physical and financial progress review of
project inter alia, for monitoring and reporting of any deviations from the appraised milestones/parameters and its impact
on the implementation process, review of contracts including LDs, guarantees etc., reasonability of costs, review of
expenditure, TRA monitoring etc.”

Recovery Mechanism

Our recovery mechanism is characterized by the following features that are intended to ensure timely and efficient
recovery from our borrowers: intensive follow-up, rebate for timely payments, suspension of further disbursements and
sanctions in case of default. The rebate for timely payments is provided to state sector and central public sector borrowers.

In instances where there has been a default by a borrower, we invoke the security and quasi-security arrangements that
have been created in relation to the concerned loan, as detailed in “— Risk Management — Security Risk” below. We also
encourage payments due from State sector and Central Public sector borrowers by offering them a rebate for timely
payment. In Fiscal 2023, the total rebate offered by us to our borrowers was X 282.32 crore.

Non-Performing Assets / Stage-111 Loan Assets
The following table sets forth information relating to our net Stage-III loan assets relating to our net loan assets as of the

dates indicated, by sector:
(R in crore, except percentages)

Particulars As of March 31, 2023 As of March 31, 2022 As of March 31, 2021
Amount | % of total net | Amount | % of total net | Amount | % of total net

loan assets loan assets loan assets
Public sector 0.00 - 0.00 - 0.00 -
Private sector 4,502.27 100.00 | 6,570.91 100.00 | 7,733.80 100.00
Total 4,502.27 100.00 | 6,570.91 100.00 | 7,733.80 100.00

We had gross Stage III loan assets of X 16,501.65 crore, X 20,915.28 crore and X 21,150.16 crore as of March 31, 2023,
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March 31, 2022 and March 31, 2021, respectively, which represented 3.91%, 5.61% and 5.70% of our total loan assets
as of such dates.

Security Risk

We seek to put in place a number of different security and quasi-security arrangements in relation to the loans that we
extend. In relation to financial assistance extended to public sector entities and projects, we obtain one or more of the
following: (i) a priority claim over the surplus revenue from state power utilities over any loan granted by the relevant
state government to other entities; (ii) an irrevocable guarantee from the relevant state governments; (iii) security in the
form of a charge over the relevant project assets; and (iv) a negative lien from some of our borrowers.

Majority of our loans to government sector borrowers are supported by an escrow arrangement. The escrow agreement
is typically a tripartite agreement entered into by our Company, the borrower and the bank designated as escrow agent.
Under the terms of the escrow agreement, the borrower is required to deposit all of its receivables (from certain centers)
into the designated escrow account and the borrower is specifically prohibited from opening any other account for the
purpose of collection of revenues without our written consent. In the event of a default in payment by the borrower, the
escrow agent, is upon demand by our Company, authorized to pay the amount owed to us from the monies deposited in
the escrow account. In addition, the escrow agent is required to submit monthly bank statements of the escrow account
to our Company. As of March 31, 2023, 84.05% of our outstanding loans to government sector power utilities involve
such an escrow mechanism.

In the case of private sector power projects, security is normally obtained through: (i) a first priority pari passu charge
on assets; and (ii) a trust and retention arrangement in relation to all of the cash flows of the project pursuant to a trust
and retention account agreement (“TRA Agreement”). The TRA Agreement is usually entered into among our Company,
the borrower and a bank designated as the account bank. Under the terms of the TRA Agreement, the cash flows of the
project are controlled by the account bank which must deal with the cash flows strictly in accordance with the terms of
the TRA Agreement. The TRA Agreement specifies the conditions that must be satisfied, on a periodic basis, before
funds from the trust account can be used to meet the relevant expense and the manner in which such payments will be
made, including payments by way of debt service to our Company throughout the life of the loan. The account bank is
not permitted to allow any withdrawal of funds in excess of the approved limits without the prior approval of our
Company. The TRA Agreement continues to operate until all of the obligations have been indefeasibly and irrevocably
paid by the borrower. The TRA Agreement also specifies the payment waterfall that would apply upon the occurrence of
an event of default or a potential event of default in relation to the loan, and which gives priority to the secured lenders.

For private sector borrowers, apart from stipulating the primary security as discussed above, we also stipulate various
collaterals, inter alia, pledge of shares held by the promoters, debt service reserve account, and personal or corporate
guarantees. Pursuant to our policy, the structure of collateral is formulated on the basis of an integrated rating, which is
a combination of entity (promoter) rating and project rating, and these ratings are the outcome of the appraisal process of
the borrower.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect our financial condition. The primary
interest rate-related risks that we face are from timing differences in the maturity of our fixed rate assets and liabilities.
For example, in an increasing interest rate environment, if our fixed rate liabilities mature prior to our fixed rate assets,
we will be required to incur additional liabilities at a higher interest rate, and re-pricing risk, for example, where there is
an adverse mismatch between the re-pricing terms of our loan assets and our loan liabilities.

Interest rates are dynamic and dependent on various internal and external factors including cost of borrowing, liquidity
in the market, competitors’ rates, movement of benchmarks such as AAA bond/Gol securities yields and RBI policy
changes. The interest rate risk is managed by the analysis of interest rate sensitivity gap statements and by evaluating the
creation of assets and liabilities with a mix of fixed and floating interest rates.

We review our lending rates periodically based on prevailing market conditions, borrowing cost, yield, spread,
competitors’ rates, sanctions and disbursements. Our incremental Rupee lending interest rates are usually made with
either a three-year or ten-year interest reset clause. In order to manage pre-payment risks, our policy is to require a pre-
payment premium to be paid by the borrower in case of pre-payment.
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We have historically implemented, and may in the future implement, interest rate risk management through the
contractual terms of our loans, including pricing terms, maturities, and pre-payment and re-pricing provisions. In addition,
all loan sanction documents specifically entitle us to vary the interest rate on the undisbursed portion of any loan.

For additional information on our interest rate risk, see “Risk Factors — Volatility in interest rates affects our Company’s
lending operations and may result in a decline in our Company’s net interest income and net interest margin and
adversely affect our Company’s return on assets and profitability” on page 37.

Liquidity Risk

Liquidity risk is the risk of our potential inability to meet liabilities as they become due. We face liquidity risks, which
could require us to raise funds or liquidate assets on unfavorable terms. We manage liquidity risk through a mix of
strategies, including forward-looking resource mobilization based on projected disbursements and maturing obligations.

Our company has put in place an Asset Liability Management System and constituted an Asset Liability Management
Committee (ALCO) headed by Director (Finance). ALCO monitors risks related to liquidity and interest rate and also
monitors implementation of decisions taken in the ALCO meetings. The Asset Liability Management framework includes
periodic analysis of long term liquidity profile of asset receipts and debt service obligations. While the liquidity risk is
being monitored with the help of Asset Liability gap analysis, the interest rate risk is managed by analysis of interest rate
sensitive gap statements. Such analysis is made on periodic basis in various time buckets and is being used for critical
decisions regarding the time, volume and maturity profile of the borrowings and creation of mix of assets and liabilities
in terms of time period (short, medium and long-term) and in terms of fixed and floating interest rates

To ensure that we always have sufficient funds to meet our commitments, our Company maintains sufficient liquidity to
meet immediate disbursements and other obligations. At present surplus funds are invested as per the policy in financial
instruments which includes short-term deposits with banks and debt oriented liquid mutual funds, etc.

The asset liability management maturity pattern of items of assets and liabilities as on March 31, 2023, is set out below:
(% in crore)

Bucket as at March 31, 2023 Deposits/ Advances Domestic Foreign Currency Items
Investments Borrowings Assets Liabilities

1 to 7 days - 588.78 - - -
8 to 14 days - 2,500.44 2,955.28 - -
15 days to 30/31 Days 1,471.96 3,324.89 6,472.54 - 5.89
Over 1 Month upto 2 Months 1,199.36 2,248.07 2,652.04 - -
Over 2 Months upto 3 Months 5.09 2,982.71 10,963.41 - 6.57
Over 3 Months and upto 6 Months 5.00 15,115.04 9,325.88 - 2,055.42
Over 6 Months and upto 1 Year 9.71 26,182.74 13,910.84 - 7,034.08
Over 1 Year and upto 3 Years 100.24 72,751.80 70,458.74 - 11,261.13
Over 3 Years and upto 5 Years 105.43 68,525.33 65,123.12 - 8,573.42
Over 5 Years 15,879.32 2,16,278.55 1,16,221.48 -] 35,617.98
Total 18,776.11 4,10,498.35 2,98,083.33 -|  64,554.49

Note: In the above table, the principal cash flows net of provision relating to Stage III assets have been considered in over five years
bucket irrespective of the maturity date. Further, Bonds with put and call option have been shown considering the earliest exercise
date. Further, the commercial papers and zero coupon bonds have been shown at the maturity value.

Foreign Currency Exchange Risk

Foreign currency exchange risk involves exchange rate movements among currencies that may adversely impact the
value of foreign currency-denominated assets, liabilities and off-balance sheet arrangements. We have foreign currency
borrowings that could expose us to foreign currency exchange rate risk, and we expect to increase our foreign currency-
denominated borrowings in the future.

We have developed a Currency Risk Management (“CRM”) policy to manage risks associated with foreign currency
borrowings. We manage foreign currency risk and interest rate risks in foreign currency by lending in foreign currency
and through derivative products (such as currency forwards, options, principal only swaps, interest rate swaps and forward
rate agreements) offered by banks who are authorized dealers. Our CRM policy lays down the appropriate systems and
controls to identify, measure, monitor, report and manage currency risks, including interest rate risk. Some of the
important features of the CRM policy include benchmarks, hedging ratios, open position limits and exposure limits with
regard to empaneled banks. In addition, foreign exchange exposures are evaluated on a loan-to-loan basis, and the
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exposure is managed in accordance with the various parameters defined in the CRM policy. Every month, the details of
foreign currency exposure, and open and hedged positions are submitted to the Risk Management Committee, and such
details are submitted every quarter to the Audit Committee and the Board.

As on March 31, 2023, the details of outstanding foreign currency liabilities are US$ 5,841 million, JPY 132,381 million
and € 932 million; out of which US$ 4,035 million and JPY 40,905 million and € 566 million; are hedged. Further, 82%
of the foreign currency portfolio with residual maturity up to five years has been hedged.

As of March 31, 2023, our foreign currency liabilities that are not hedged by a derivative instrument or otherwise were
USS$ 1,806.2 million, € 365.6 million and #JPY 91,476 million. For additional information on our foreign currency risk,
see “Risk Factors — Volatility in foreign exchange and un-hedged foreign currency could adversely affect our
Company’s financial conditions and results of operations” on page 40.

#includes JPY loan liability hedged for one leg (USD/JPY) for % 5,653.18 crore as at March 31, 2023.
Operational Risk

Operational risks are risks arising from inadequate or failed internal processes, people and systems or from external
events. We have established systems and procedures to reduce operational risk as outlined below:

Operational controls in project finance activities. Our operational policy statement and operational guidelines provide a
detailed description of the systems and procedures to be followed in the course of appraisal, approval and disbursement
of a loan. Various checks and control measures have been built in for the timely review of operating activities and the
monitoring of any gaps in the same. A significant proportion of the activities are subject to regular monitoring and
auditing, including loan sanctions, disbursements and recovery. In addition, many important activities are monitored on
a periodic basis.

Operational controls in treasury activities. Our operational policy statement for the deployment of surplus funds provide
a description of operations to be followed including suitable exposure and counterparty limits. Compliance with our
guidelines is monitored through internal control and a well-developed audit system including external and internal audits.

Legal Risk

Legal risk arises from the uncertainty of the enforceability of contracts relating to the obligations of our borrowers. This
could be on account of delays in the enforcement process or difficulty in the applicability of contractual obligations. We
seek to minimize legal risk through legal documentation that is drafted to protect our interests to the greatest extent
possible.

PROJECT AND ENTITY APPRAISAL PROCESS

Our lending policies are set out in our operational policy statement. We use a wide range of quantitative as well as
qualitative parameters as part of our appraisal process to make a sound assessment of the extent of underlying credit risk
in a project. We evaluate the credit quality of borrowers by assigning risk weightings on the basis of various financial
and non-financial parameters. Our lending policies evaluate borrowers’ eligibility criteria with an emphasis on financial
and operational strength, capability and competence.

Project Appraisal

We follow a separate project appraisal process for private and state or central public sector entities, which primarily
involves a technical appraisal and a financial feasibility appraisal of the project.

Private sector projects. The appraisal process for the private sector involves two stages. Initially, a preliminary appraisal
is carried out to scrutinize the basic information submitted by the borrower in the first stage. In the second stage, a detailed
appraisal is carried out for shortlisted projects on the basis of the findings of the preliminary appraisal.

Public sector projects. A detailed appraisal is carried out for state or central public sector projects, and the project is
analyzed based on various parameters, such as, its technical and economic soundness, compatibility with integrated power
development and expansion plans of the state. Checks are also carried out to see whether the project has the requisite
clearances in place, and is compliant with environmental standards and guidelines.
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Detailed project appraisal involves technical and financial appraisal covering the following:
e  project purpose, scope and location;

e need and justification supported by relevant studies;

e review of technology;

o forward and backward linkages (including fuel supply and transportation, water availability, power evacuation and
sale of power) and their status;

e review of the contractual arrangements for the implementation of the project such as the EPC contract, power purchase
agreement, fuel supply agreements, fuel transportation agreement and bulk power transmission agreement;

e present status of the project in terms of both physical and financial preparedness;

e regulatory compliance, statutory and non-statutory clearances;

e power evacuation arrangements;

e arrangement for O&M of the plant;

e implementation plan;

e review of cost, financing plan and phasing of expenditure;

e anticipated tangible and intangible benefits;

e identification of various risks and their mitigation; and

¢ financial modeling and projections, determination of project viability and sensitivity analysis.

Once the analysis has been completed, pre-commitment, pre-disbursement and other conditions are stipulated. As part of
the project appraisal process, we evaluate each project and assign scores based on a range of quantitative and qualitative
parameters. Quantitative parameters include the first full-year cost of generation, levelized tariff and average Debt Service
Coverage Ratio (DSCR). Qualitative parameters include power off-take structure and payment security mechanisms,
long-term fuel supply and transportation agreements and their commercial terms, construction contracts, methodology of
award and the commercial terms and experience of the O&M contractor. For central/state sector projects, security is
generally in the form of government guarantees, or a first charge on the existing and/or future assets and/or an escrow
account mechanism. Private sector projects are generally secured either by a charge on assets, assignment of project
contracts, first charge on all letters of credit, TRA, DSRA, other reserves and other bank accounts that are maintained by
the project, and collateral in the form of a pledge over shares, DSRA or corporate or personal guarantees from the
promoters.

Following the sanction of a loan to a public sector project, we typically undertake activities such as the completion of the
necessary documentation for the sanction, disbursements and project review and monitoring, which involves obtaining
progress reports on a quarterly basis, review and analysis of the reports and undertaking site visits as required by the
project monitoring unit. Our project monitoring unit reviews the lender engineer’s report and prepares an exception report
based on the same. The exception report is submitted to our senior management and Board periodically.

Entity Appraisal

We follow a systematic entity appraisal process developed separately for public and private sector entities.

Public sector appraisal

We provide financial assistance to public sector borrowers based on entity and project appraisal. As part of our entity

appraisal process, we evaluate the entity with reference to a set of qualitative and quantitative factors covering financial
and operational efficiency, progress made towards implementing the Gol’s reform program in the state power sector and
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development of the regulatory framework. We categorize state power utilities into five categories, from A++ through to
C, based on pre-determined parameters including operational and financial performance of the utilities. These categories
enable us to determine credit exposure limits and the pricing of loans to be given to the SPUs. All new successor SPUs
created from entities that were previously SEBs are assigned the category of the former entity for up to 30 months from
the commencement of commercial operations by the successor entity. For loans that were originally guaranteed by the
relevant state government, such state governments continue as guarantors. SPUs that are incorporated to develop new
projects are categorized based on the strength of their respective promoters. The categorization methodology enables us
to identify the relative strength and weakness of each entity. These categories are used to determine credit exposure limits,
security requirements and the pricing of loans given to SPUs.

Private sector appraisal

We use a range of quantitative as well as qualitative parameters in our entity appraisal process to assess the capability of
the promoters of the borrower to contribute equity towards the project and their overall creditworthiness. The promoters
are subjected to an evaluation methodology that analyzes their business and financial flexibility. Based on this analysis,
the promoters are graded depending upon their performance against pre-determined benchmarks. Promoters who are not
assessable under the methodology are assigned notional scores in accordance with certain pre-determined criteria. These
scores determine the overall grading of the promoters which is referred to as an “entity rating” in our appraisal process.
Such entity rating enables us to identify the extent of an advance payment of equity required to mitigate equity infusion-
related risks. The entity rating is combined with a project rating to produce an integrated rating which is used to determine
the pricing of the loan, the amount of the loan to be extended, and the requirement of collateral securities and other
covenants.

INSTITUTIONAL DEVELOPMENT ROLE AND GOI PROGRAMS

The Gol and various state governments have undertaken various programs and initiatives for the reform and restructuring
of the power sector in India to ensure adequate supply of electricity at reasonable rates, to encourage private sector
participation, and to make the Indian power sector self-sustaining and commercially viable. These institutional, structural
and procedural reforms are aimed at achieving operational and commercial efficiency, and improved viability of state
power utilities; improving delivery of services and achieving cost effectiveness through technical, managerial and
administrative restructuring of utilities; creating an environment that will attract private capital, both domestic and
foreign, to supplement public sector investment; operating state power utilities in a manner that enables them to generate
sufficient returns to meet operational and investment requirements; and achieving energy conservation through integrated
resource planning, demand side management and minimizing waste.

We were established as an integral part of, and continue to play a strategic role in, the GoI’s initiatives for the development
of the power sector in India. We work closely with Gol instrumentalities, state governments and power sector utilities,
other power sector intermediaries and private sector clients for the development and implementation of policies and
structural and procedural reforms for the power sector in India. In addition, we are involved in various Gol programs for
the power sector, including acting as a nodal agency for the UMPP and R-APDRP (subsumed under the IPDS).

A. Ultra Mega Power Projects (“UMPP”)

The Gol introduced the UMPP program with the objective of developing large capacity power projects in India in 2005-
2006. We have been designated to act as a nodal agency by Gol for the development of UMPPs, each with a contracted
capacity of approximately 4,000 MW. These UMPPs, among others, utilize the principle of economies of scale and the
mechanisms of supercritical technology to reduce emissions and lower tariff costs.

PFC Consulting Limited (a wholly-owned subsidiary of PFC) along with MoP and CEA undertake preliminary site
investigation activities, land acquisition activities, site specific studies to obtain appropriate regulatory and other
approvals for land, water, coal block, environment etc. necessary to conduct catalyst of the bidding process. The
successful bidder is then expected to develop and implement these projects.

A total of 19 Special Purpose Vehicles (SPVs) have been incorporated as wholly-owned subsidiaries for 14 UMPPs. Out
of these, 4 UMPPs are awarded and 4 UMPPs are closed.

In reference to closed UMPPs, SPVs namely Tatiya Andhra Mega Power Limited (2nd Andhra UMPP), Coastal
Mabharashtra Mega Power Limited (Munge UMPP) and Chhattisgarh Surguja Power Limited (Chhattisgarh UMPP) are
striked-off from the records of RoC in Fiscal 2023. Further, SPV namely Coastal Karnataka Power Limited. (Karnataka
UMPP) has been renamed as PFC Projects Limited and is now being used for bidding stressed assets projects.
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During the Quarterly Progress Review Meeting taken by Secretary (Power), MoP held on September 23, 2022, it was
deliberated that the UMPPs may be closed in view of the country making the energy transition. Accordingly, PFC/PFCCL
is in the process of closure of 6 UMPPs.

B. Independent Transmission Projects (ITPs)

Ministry of Power has also initiated Tariff Based Competitive Bidding (TBCB) Process for development and
strengthening of Transmission system through private sector participation.

The objective of this initiative is to develop transmission capacities in India and to bring in the potential investors after
developing such projects to a stage having preliminary survey work, identification of route, preparation of survey report,
initiation of process of land acquisition for sub-stations, if any, initiation of process of seeking forest clearance, if required
etc.

Our wholly owned subsidiary PFCCL, has been nominated as ‘Bid Process Coordinator’ by Ministry of Power,
Government of India for the development of independent transmission projects.

For ITPs, PFCCL plays the lead role in developing the projects to a stage having preliminary survey work, identification
of route, preparation of survey report, initiation of process of land acquisition, initiation of process of seeking forest
clearance, if required and to conduct bidding process etc.

As on March 31, 2023, our Company has established two SPVs and 47 SPVs have been established by our wholly-owned
subsidiary, PFCCL for ITPs. As on March 31, 2023, out of 49 SPVs, 36 SPVs were transferred to the successful bidders
and bidding process for eight SPVs are under progress. Further, due to de-notification of schemes by MoP, four SPVs
were closed and one SPV is under process of closure.

C. Revamped Distribution Sector Scheme (RDSS) and Integrated Power Development Scheme (with R-APDRP
subsumed in it)

Our Company is involved in various Gol programs for the power sector, including acting as a nodal agency for the IPDS
(R-APDRP subsumed) and Revamped Distribution Sector Scheme (RDSS) launched by Government of India in July,
2021.

REVAMPED DISTRIBUTION SECTOR SCHEME (RDSS)

Ministry of Power vide office memorandum dated July 20, 2021 has conveyed sanction of President of India for
implementation of “Revamped Distribution Sector Scheme (RDSS) — A Reforms-based and Results-linked, Distribution
Sector Scheme” to improve the operational efficiencies and financial sustainability of DISCOMs, by providing financial
assistance to DISCOM s for upgradation of the distribution infrastructure and prepaid smart metering and system metering
based on meeting pre-qualifying criteria and achieving basic minimum benchmarks in reforms.

Our Company and REC are the designated nodal agencies for operationalization of the Scheme, as per RDSS guidelines
and directions of inter-ministerial Monitoring Committee/ MoP from time to time. As nodal agencies we are eligible for
0.5% of the sum total of the gross budgetary support component of the various projects approved by Monitoring
Committee as its fee. Our Company is the nodal agency for 17 States/ UTs under the Scheme. The approved projects
under IPDS/R-APDRP were subsumed in RDSS. All State-owned distribution companies and State/ UT Power
Departments excluding private sector companies are eligible for financial assistance under the RDSS Scheme. The
implementation period of the Scheme is 5 Years (Fiscal 2022 to Fiscal 2026).

Scheme Objectives

1. Improve the quality, reliability and affordability of power supply to consumers through a financially sustainable and
operationally efficient distribution sector.

2. Reduce AT&C losses to pan-India levels of 12-15% by 2024-2025.
3. Reduce ACS-ARR gap to zero by 2024-2025.
Scope of RDSS Scheme
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The Scheme has two parts:

1.

2.

Part A covers metering works (prepaid smart metering for consumers and system metering) and distribution
infrastructure works (loss reduction; modernization and system augmentation components).

Part B covers training and capacity building and other enabling and supporting activities.

Outlay and Budgetary Support

The Scheme has an outlay of X 3,03,758 crores with an estimated gross budgetary support of X 97,631 crores from the
Government of India.

Financial Assistance under RDSS (as on March 31, 2023)

(R in crore)

Scheme Fiscal 2023 Cumulative upto March 31, 2023
Approved Cost | Gol Fund Disbursement | Approved Cost | Gol Fund Disbursement

RDSS 54,534 1,142 1,16,951 1,679

Targeted infrastructure creation under RDSS in States allocated to our Company —

1.

2.

3.

4.

500 new Substations
Over 4,00,000 Distribution transformers
7.5 lakh ckm of AB and XLPE cables

7 lakh ckm of overhead lines

Other Initiatives

1.

Our Company is supporting the States by preparing Model Bidding Documents for Automation and ERP projects
under RDSS.

Our Company has tied-up with Asian Development Bank (ADB) for funding of $ 500 MN for sanctioning
counterpart loan to State DISCOMs under RDSS Scheme.

Our Company shall develop a Centre of Excellence in the form of National SCADA Resource Centre (NSRC) under
RDSS at NPTI, Faridabad for developing the technical and operational skills of the Distribution Workforce across
SCADA/ DMS systems supplied by multiple OEMs.

Our Company (alongwith REC) has developed an Integrated web portal that will serve as single version of truth for
various government Schemes as well as vital reports being published by our Company / REC i.e. RDSS Scheme,
DISCOM Integrated Rating (IR) Report, DISCOM Performance Report, Consumer Services Rating of DISCOMs
(CSRD), PRAAPTI Portal, Energy audit reports etc.

Our Company for taking-up capacity building/ training programme for employees of DISCOMs under RDSS by
engaging NPTL

Till March 31, 2023, 175 training programs were conducted through NPTI covering 6,490 DISCOM personnel.

Our Company is supporting skill development of the workforce for rolling out the RDSS Smart metering program
by training 1,000 persons on various job-roles under our CSR Programme.

Our Company, in partnership with The United States Agency for International Development (USAID) has launched
the South Asia Distribution Utilities Network (DUN), a regional platform to foster collaboration among electricity
distribution Utilities across Bangladesh, Bhutan, India, Maldives, Nepal and Sri Lanka for the reform and
modernization of the sector. Our Company acts as the anchor institution with technical support from USAID through
its South Asia Regional Energy Partnership (SAREP) program.
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9. Our Company with technical assistance of Foreign Commonwealth and Development Office (FCDO), Government
of UK in association with MoP, Gol has developed Digital Utility Manager (DUM) Training Programme. The
program aimed at proactive technology adoption at DISCOMs, to have flexibility in the mode of learning making
this self-paced, covering frontier technologies such as Smart Grids, AMI, EVs, Energy Storage, Al/ ML, Blockchain,
Robotics etc.

10. Our Company is also handholding the DISCOMs in incorporating better corporate governance practices.
D. Ujwal Discom Assurance Yojna (“UDAY”)

The UDAY scheme, which was notified by the Gol on November 20, 2015, aims to bring about a financial turnaround
of power Discoms and applies to state Discoms. The broad objectives of the scheme, among others, are to:

. Financial Turnaround for participating states
. Operational improvement

e  Reduction of cost of generation of power

. Development of Renewable Energy

. Energy efficiency and conservation

The Scheme incentivizes the States by exempting State takeover of DISCOM debts from Fiscal Responsibility and
Budget Management (FRBM) limits for two years; increased supply of domestic coal; coal linkage rationalization;
liberally allowing coal swaps, allocation of coal linkages to States at notified prices and additional/priority funding in
Schemes of Ministry of Power and Ministry of New & Renewable Energy, if they meet the operational milestones in the
Scheme. As of March 31, 2023, a total of 32 Indian states and union territories have signed the memorandum of
understanding under the UDAY scheme.

Liquidity Scheme for DISCOMs under Atmanirbhar Bharat initiative of Government of India (“DISCOM
Liquidity Package”)

The Finance Minister on May 13, 2020 rolled out a % 20 lakh crore stimulus package aimed at spurring growth and
building a self-reliant India and combating the effects of the COVID 19 related pandemic. In order to address liquidity
issues in the power sector value chain, the Government of India mandated our Company and our subsidiary, REC, to