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Sub: Intimation pursuant to Regulation 30 of SEBI (Listing Obligations and Disclosure
Requirements) Regulation, 2015

Sir/Madam,

The Company had vide its letter dated 11" December, 2018 under Regulation 30 of SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015, had announced the following:

“The Board of Directors of Power Finance Corporation Ltd. in its meeting held today i.e. I 1th
December, 2018 took note of Department of Investment and Public Asset Management, Ministry of
Finance, Government of India O.M. dated 11" December, 2018 enclosing therewith a copy of PIB
release dt. 6" December, 2018, regarding the Cabinet decision on the ‘In-principle’ approval for the
strategic sale of the Government of India’s existing 52.63% of total paid-up equity shareholding in
Rural Electrification Corporation (REC Ltd,) to Power Finance Corporation Limited along with
transfer of management control.”

After the said announcement, credit rating agencies have come out with some credit action. The action taken
by the respective agencies is as under:-

L. CARE will closely monitor the development in this regard and continue to assess any impact on
credit and financial profile of PFC and REC. (Copy of the press release is enclosed at Annexure D

2. CRISIL will continue to closely monitor the developments and take appropriate need-based rating
action thereafter. (Copy of the bulletin is enclosed at Annexure II)

3. ICRA has placed Ratings on watch with developing implications. (Copy of the rationale is
enclosed at Annexure I1I)

4, S&P placed 'BBB-' Ratings on Credit Watch Negative on acquisition of REC Ltd. (Copy of the
rationale is enclosed at Annexure 1V)

5. Moody’s reviews Power Finance Corporation for downgrade. (Copy of the press release is

enclosed at Annexure V)

This is submitted for your information and record.

Thanking you,

Yours faithfully,

For Power Finance Coyporation I_;td.
000
n

(Manohar Balwani)
Company Secretary

mb@pfcindia.com
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December 13, 2018

Update on material event

On December 6, 2018, the Cabinet Committee on Economic Affairs:gave.its ‘In Principle’ approval for strategic sale of the
Government of India’s (Gol) existing 52.63% of total paid up equity sharehiolding in Rural Electrification Corporation (REC)
to Power Finance Corporation (PFC) along with transfer of management control. As per release on PIB, the acquisition
intends to achieve integration across the Power Chain, obtain better synergies, create economies of scale and have
enhanced capability to support energy access and energy efficiency by improved capability to finance power sector. it
may also allow for cheaper fund raising with increase in bargaining power for the combined entity. The transaction will
impact capitalization profile of PFC with its CAR and Tier 1 capital expected to drop from current levels. PFC's CAR and
Tier 1 capital were 17.91% and 14.91% respectiveély as on September 30, 2018 as against regulatory minimum
requirement of 15% and 10% respectively. The:modalities of the transaction along with the purchase consideration to be
paid to Gol are yet to be finallzed. Furthermore, the transaction will require various approvals including regulatory
approvals. PFC management is also assessing the funding & transaction structure and consequent impact on PFC's
caplitalization ratios, Also, PFC is majority owned by Gol (65.64%.as on September 30, 2018) and is expected to maintain
comfortable capital structure and financial profile backed by expectation of continued strong support from Gol given
PFC's majority sovereign ownership and its strategic importance in development and providing funding to the power
sector, During H1 FY19, PFC reported profit after tax (PAT) of Rs.2,728 crore and its Gross and Net NPAs were 8.67% and
4.66% as'on Septembet 30, 2018.

Subsequent ‘to the transaction, REC will become a subsidiary of PFC. While this transaction is not expected to lmpact
financial profile of REC but given that majority ownership of REC will transfer from Gol to PFC, REC's credit profile will also
have linkages with credit profile’of PFC. During H1, FY19, REC reported PAT of Rs.3,233 crore and its Gross and Net NPAs
were 7.92% and 4.28% as on September 30, 2018. REC's CAR and Tier 1 capital was 16.14% and 13.89% respectively as on
Septemnberi30, 2018.

Ratings assigned to berrowing programmes of PFC and REC factor in majority sovereign ownership and expectation of
continued strong support from Gol given their strategic importance for Gol. CARE will closely monitor the developments
in this regard and continue to assess any impact on credit & financial profile of PFC'& REC.

The previous press release is available on the following link: Click here

Analyst Contact:

Name: Puneet Maheshwari
Tel: 011-4533 3251

Mobile: 9871799127

Email: p.maheshwari@careratings.com

**For detalled Rationale Report and subscription Information, please contact us at www.careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, i hasiestablished Itself as one of the leading credit rating agencies In Indla
CARE Is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI), CARE Ratings is proud of its rightful place in the Indian capital market bullt ground investor confidence. CARE Ratings
provides the entire spectrum of credit rating that helps the corporates to ralse capital for their varieus requirements and assists the Investors to form an
informed investment decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
dorvialn and analytical expertise backed by the methodologies congruent with the international best practices,
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Annexure — AL

Credit Bulletin

December 11, 2018| Mumbai
Update on strategic sale of Gol’s existing stake in REC to PFC

On December 06, 2018, the Cabinet Committee on Economic Affairs ‘In Principle’ approved the strategic sale of
Government of India’s existing stake in Rural Electrification Corporation Ltd (REC) to Power Finance Corporation
Ltd (PFC), along with transfer of management control; government currently holds 52.63% stake in REC. The
transaction is at a nascent stage and the contours of the deal are yet to be finalised. Furthermore, it will be subject

to various approvals including the boards of the respective companies as well as the required regulatory
approvals.

The acquisition intends to create a larger group catering to the financing needs of the power sector. In terms of
size, PFC and REC together had total assets of around Rs 5.6 lakh crore as on September 30, 2018.

CRISIL's outstanding ratings on the debt instruments of these companies continue to reflect their strategic

importance to, and majority ownership by, the Government of india; given their key role in financing the Indian
power sector.

CRISIL will continue to closely monitor the developments and take appropriate need-based rating action
thereafter.

For accessing the previous rating rationale, please use the following link:
Company nhame Link to rating rationale
Power Finance Corporation Ltd Click here

Rural Electrification Corporation Ltd Click here




Power Finance Corporation Limited
December 11, 2018

Power Finance Corporation Limited- Ratings placed on watch with developing implications

Summary of rating action

[IR]AAA &; put on watch with
; developmglmpllcatlons

[Short-term borrowing programme FY2C

OveraIIl borrowung programme FY2019 . _ - 82,60_0 _

MAAA &; put on watch with

" Fixed dEDOSit programme & 5 developlng implications
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A Short term borrowmgs are interchangeable with Iong term borrowmgs subject to rhe total borrowings in FY2019 not exceeding Rs 82 000 crore
&Under Rating Watch with Developing Implications

* Instrument details are provided in Annexure-1

Material Event

The Cabinet Committee on Economic Affairs has given its ‘In Principle’ approval for strategic sale of the Government of
India’s existing 52.63% of total paid up equity shareholding in Rural Electrification Corporation (REC) to Power Finance
Corporation (PFC) along with transfer of management control.

Impact of the Material Event

Following this announcement, ICRA has placed the long-term rating of [ICRAJAAA (pronounced ICRA triple A) for the
various debt programmes of PFC on watch with developing implications. ICRA also has an outstanding rating of [ICRA]
Al+ (pronounced ICRA A one plus) on the short-term borrowing programme of the company. In ICRA’s opinion, the
proposed acquisition by PFC is likely to impact its capitalisation profile adversely as PFC would have to knock off its
proposed investments in REC from its net owned funds, for capital adequacy calculations. ICRA has taken note the
capitalisation profile PFC was adequate as on September 30, 2018 with Tier 1% of 14.9% and CRAR of 17.91%, however
depending upon the amount of investment and portfolio growth in H2FY2019, the Tier | % for PFC could come under
pressure; however as per [CRA’s estimates, it is likely to remain above the regulatory threshold of 10%. Additionally, if
the acquisition is entirely debt funded, the gearing levels for PFC would also increase from current levels of 6.4 times as
on September 30, 2018 to around 8 times in the near term. Thus, the need for external capital could go up for PFC,
despite the good internal capital generation to prudent capitalisation in relation to the rating level. ICRA believes that
prudent capitalisation is a key mitigant against the risks in PFCs portfolio arising out of the sectoral and credit
concentration. The modalities for the proposed acquisition are yet to be finalised, ICRA would be monitoring the events
closely and would take suitable rating action once more clarity emerges.

The ratings continue to factor in PFC’s sovereign ownership (65.64% held by the Government of India (Gol) as on
September 30, 2018) and its important role as a nodal agency for various Gol power sector schemes under Ultra Mega
Power Projects (UMPPs) and the Integrated Power Development Scheme (IPDS). PFC, being the largest power sector
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financier in India, remains strategically important to the Gol, for augmenting power capacity across the country. Any

significant dilution in the Gol’s stake or change in ownership, or a change in PFC’s strategic role could warrant a rating
change for PFC.

Key rating drivers

Credit strengths

Strong parentage and strategic importance to Gol - The company is a nodal agency for various Gol schemes, such as
UMPPs and IPDS, for the development of the country’s power sector. Further, as one of the major power sector
financiers, PFC remains strategically lmportant for achieving the Government’s objective of augmenting power capacity
across the country. The Gol remains the majority shareholder in the company, with a stake of 65.64% as on September

30, 2018. PFC gained approval from the Gol to raise 54EC capital gain bonds in June 2017 and was also given permission
to raise tax-free bonds in the past.

Experienced management and operational team - The company has an experienced management team with the senior
team having an experience of more than 30 years in power financing. The company’s well laid-out credit appraisal and
monitoring systems have enabled it to establish itself as a preferred lender in the power sector.

Good financial flexlbility and sovereign ownership support liquidity profile - Owing to its sovereign ownership, PFC has
been able to raise funds at competitive rates. Around 76% of its outstanding borrowings, as on September 30, 2018,
were in the form of long-term bonds, which augur well for the maturity profile of its assets. The company received

approval from the Gol in June 2017 to raise S4EC low-cost capital gain bonds, which could further reduce its cost of
funds.

Adequate profitability profile — PFC’s yield moderated to 9.91% in FY2018 from 10.91% in FY2017 on account of a
decline in systemic interest rates. The cost of funds also moderated to 7.66% in FY2018 from 7.82% in FY2017, albeit by a
lower extent, leading to a decline in spreads and, hence, net interest margins (NIMs), which stood at 3.22% in FY2018
compared with 3.94% in FY2017. Nevertheless, the company’s profitability remained comfortable with return on assets
of 2.19% and return on equity of 15.34% during FY2018. Moreover, PFC is expected to maintain a spread of 2.5-3%.
However, its credit costs could increase, going forward, if it is unable to recover effectively from stressed assets, thus
adversely impacting its profitability. ICRA, nevertheless, derives comfort from PFC's strong capitalisation profile and likely
support from the Government, in casé of need.

Credit challenges

Capitalisation likely to be impacted post acquisition — ICRA has taken note the capitalisation profile PFC was adequate
as on September 30, 2018 with Tier 1% of 14.9% and CRAR of 17.91%, however depending upon the amount of
investment and portfolio growth in H2FY2019, the Tier | % for PFC could come under pressure; however as per ICRA's
estimates, it is likely to remain above the regulatory threshold of 10%. Additionally, if the acquisition is entirely debt
funded, the gearing levels for PFC would also increase from current levels of 6.4 times as on September 30, 2018 to
around 8 times in the near term. Thus, the need for external capital could go up for PFC, despite the good internal capital
generation to prudent capitalisation in relation to the rating level.

High portfolio vulnerability likely to keep asset quality volatile - The company’s asset quality deteriorated in FY2017
following a change in NPA recognition norms. However, since a large proportion of the projects that were classified as
NPA, as on March 31, 2017, had already achieved the date of commencement of commercial operations (DCCO), some of
those were upgraded in FY2018. Consequently, the gross NPA improved to 5.71% as on December 31, 2017 (12.50% as
on March 31, 2017).

However, the company’s asset quality deteriorated in Q4 FY2018 after the Reserve Bank of india (RBI) made changes in
the framework for the resolution of stressed assets in February 2018, whereby all the earlier schemes for stressed assets
were discontinued. Though the new guidelines were not applicable to PFC, the company décided to follow them, and
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loans under various RBI resolution schemes were classified as NPA. Consequently, the gross NPA increased to 9.57% as
on March 31, 2018 (5.71% as on December 31, 2017) and the net NPA to 7.39% as on March 31, 2018 (4.23% as on
December 31, 2017). Gross Stage 3 assets stood at 9.67% though net Stage 3 assets were lower at 4.66% as on
September 30, 2018 on account of increased provisioning following the transition to IND-AS. Around 54% of the private
sector book was recognised as a part of Stage 3 assets on which the company made provisions of 54%. PFC might have to
create additional provisions if it is unable to effectively resolve the stressed assets. |ICRA believes any stress in the loan
boak is likely to be restricted to PFC’s private sector book (22% of the total portfolio as on September 30, 2018). Overall,

the company’s ability to grow its loan book, while maintaining adequate profitability and controlling credit costs, would
be critical.

High concentration risk - The company’s exposure to a single sector (i.e. power), large ticket size of loans, high
concentration of exposure towards financially weak state power utilities and the vulnerability of its exposure to pri\)ate
sector borrowers (22% of the book as on September 30, 2018) increases its portfolio vulnerability. The risk is further
heightened as PFC is exempt from the concentration norms applicable to non-banking finance companies, and thus has
significantly concentrated exposures. PFC’s independent power producer (IPP) portfolio remains impacted by concerns
regarding fuel availability, disputed and competitive power sale tariffs, absence of power purchase agreements (PPAs),
environmental clearance and land acquisition issues, However, with PFC not sanctioning new private sector thermal

projects in the last four-five years and focussing on solar and wind projects, the vulnerability of the IPP book is expected
to improve from the current levels in the medium term.

Liquidity position

PFC’s ALM profile, as on September 30, 2018, indicates a cumulative negative mismatch of 2% of the total assets in the
less than 1-year bucket. As per the ALM profile on September 30, 2018, the company has debt repayments of Rs. 24,748
crore in the next six months (including Rs. 6,400 crore of CP borrowings) against which it has maturities of Rs. 29,796
crore. Further, considering its good financial flexibility, supported by the sovereign ownership and availability of
sufficient unutilised bank lines (Rs. 9,750 crore as on November 20, 2018), the company should be able to refinance the

gaps in the ALM profile. Also, PFC would need to raise fresh funds for incremental disbursements and to the proposed
acquisition of REC Ltd,

S PR |
The ratings derive significant strength from PFC’s sc_n/ereign ownership (65.64% held by the
Parent/Group Support ~ Gol as on September 30, 2018) and its important role as a nodal agency for various Gol
power sector schemes under UMPPs and IPDS. The sovereigh ownership supports PFC’s

financial flexibility and liquidity profile
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About the company

PFC was set up in 1986 by the Gol as a specialised development financial institution to fund projects in the domestic
power sector. The Gol held a 65.64% stake in the company as on September 30, 2018. PFC provides loans for a range of
power-sector actlvities including generation, distribution, transmission, and plant renovation and maintenance. It
finances state sector entities including generating and distribution companies as well as IPPs. PFC is also the nodal
agency for the development of 15 UMPPs in the country. '

In FY2018, PFC reported a proflt after tax (PAT) of Rs. 5,855 crore against PAT of Rs. 2,126 crore in FY2017. It reported
PAT of Rs. 2,728 crore in H1 FY2019. As on September 30, 2018, PFC's reporfed capital adequacy was 17.91%, As on
September 30, 2018, PFC had a total loan book of Rs. 2,92,648 crore (Rs. 2,58,050 crore as on September 30, 2017). Its
exposure to state power utilities and Central and joint sector entities: accounted for 78% of its total advances, and lIts
exposure to IPPs was 22% as on September 30, 2018.

Key financial indicators (audited)

Total income _ | | __ | ) “ 27,015_}_ . ' g ,738

Frk dsﬁ‘z’ﬁ%a e
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¥ Gol fu.'!y serv.‘red bands not taken as part of total assets

Source: PFC; Amount in Rs. crore
Status of non-cooperation with previous CRA: Not applicable

Any other information: None
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** Long-term/short-term borrowing programmes include bonds, commercial papers bank lines and other instruments
&Under Rating Watch with Developing implications

Source: ICRA research

Compiexity level of the rated instrument

ICRA has classified various instruments based on their complexity as "Simple", "Complex” and "Highly Complex". The
classification of instruments according to their complexity levels is available on the website www.icra.in.
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Research Update:

Power Finance Corp. 'BBB-' Ratings Placed On
CreditWatch Negative On Acquisition Of REC Ltd.

Overview

¢ The government of India has approved Power Finance Corp.'s (PFC)
acquisition of REC Ltd. The deal will likely strengthen PFC's market
share and business franchise, although a debt-funded acquisition could
undermine PFC's capitalization.

¢ We are placing our 'BBB-' long-term issuer credit rating on PFC on
CreditWatch with negative implications.

e We aim to resolve the CreditWatch placement within the next three teo six
months, once we have clarity on PFC's plan and timeline for acquiring R=C,

Rating Action

On Dec. 12, 2018, S&P Global Ratings placed itg 'BBB-' long-term issuer credit
rating on India-based Power Finance Corp. on CreditWatch with negative
implications. We alsc placed our 'BBB-' issue rating on the bank's senior
ungecured debt on CreditWatch with negative implications.

Rationale

We placed the ratings on CreditWatch due to uncertainty around PFC's funding
of its proposed acquisition of REC Ltd. We understand this deal is part of the
government's divestment target. A debt-funded acquisition could undermine
PFC's capitalization, but the total impact will depenc upon the actual outlay
and funding plans, which are currently unknown. In our view, somewhat lower
capitalization could be offset by an improvement to the finance company's
business franchise. However, a risk-adjusted capital (RAC) ratio below 7% will
almost certainly result in a aowngrade.

On Nov. 30, 2018, we revised our ocutlock on PFC to negative from stable. This
reflected a one-in-three chance that the company will not sustain a RAC ratio
above our threshold of 9.5% over the next 12-18 months. This outlook did not
incorporate a potential acquisition of REC.

Now that a proposed acquisition has been approved by the government, we are
assessing the potential impact on PFC ratings. Substantial uncertainty remains
around the timing of the acquisition, although we believe the government is
keen to have it completed before the current financial year ends in March 31,
2019. Furthermore, we understand that the government is working out how the
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Research Update: Power Finance Corp. 'BBB-' Ratings Placed On CreditWatch Negative On Acquisition Of REC
Lid.

deal will progress and will communicate this strategy to PFC.

We aim to resolve the CreditWatch status over the next three to six months. We
will look for additional information on:

purchase price;

funding mix;

time frame for completion;

expected regulatory capital ratios; and

PFC's strategy to support its business franchise and internal capital
generation.

CreditWatch

We aim to resolve the CreditWatch placement within the next three to six
months once we have clarity on the transaction's timing, cost, organizational
structure and synergies, funding mix, impact on capitalization, and when the
finance company receives relevant regulatory approvals.

We may lower our rating on PFC if a moderate weakness in capitalization is not
offset by an improvement in business franchise. In a scenario that PFC's
capitalization drops so sharply that RAC declines below 7%, we will very
likely lower the rating.

We may affirm our rating if we believe the post-consolidated business
franchise has sufficiently improved to offset a decline in capitalization.

Related Criteria

Criteria - Financial Institutions - General: Risk-Adjusted Capital
Framework Methodology, July 20, 2017

General Criteria: Rating Government-Related Entities: Methodology And
Assumptions, March 25, 2015

Criteria - Financial Institutions - General: Issue Credit Rating
Methodology For Nonbank Financial Institutions And Nonbank Financial
Services Companies, Dec. 9, 2014

Criteria | Financial Institutions | General: Nonbank Financial
Institutions Rating Methodology, Dec. 9, 2014

General Criteria: Group Rating Methodology, Nov. 19, 2013

Criteria - Financial Institutions - Banks: Quantitative Metrics For
Rating Banks Globally: Methodology And Assumptions, July 17, 2013

Criteria - Financial Institutions - Banks: Banking Industry Country Risk
Assessment Methodology And Assumptions, Nov. 9, 2011
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Ltd.

e General Criteria: Use Of CreditWatch And Cutlocks, Sept. 14, 2009

Ratings List

CreditWatch
To From
Power Finance Corp. Ltd.
Issuer Credit Rating BBR-/Watch Neg/-- BBB-/Negative/--
Power Finance Corp. Ltd.
Senior Unsecured BBB-/Watch Neg BBB-

Certain terms used in this report, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and should therefore be read in conjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further
information. Complete ratings information is available to subscribers of
RatingsDirect at www.capitalig.com. All ratings affected by this rating action
can be found on S&P Global Ratings' public website at
www.standardandpoors.com. Use the Ratings search box lccated in the left
column.
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Rating Action: Moody's reviews Power Finance Corporation and REC Limited
for downgrade

13 Dec 2018

Singapore, December 13, 2018 — Moody's Investors Service has today placed on review for downgrade the
Baa3 issuer ratings of Power Finance Corporation Limited (PFC) and REC Limited (REC)

At the same time, Moody's has placed on review for downgrade the (P)Baa3 foreign currency senior unsecured
MTN program ratings and Baa3 foreign currency senior unsecured ratings of PFC and REC.

Moody's has also placed on review for downgrade PFC and REC's standalone credit profiles of ba3.

RATINGS RATIONALE

The review for downgrade is driven by the decision by the government of India (Baa2 stable) on 6 December
2018 to grant an 'in principle' approval for PFC acquisition of the government's entire 52.6% stake in REC.
Upon completion of the transaction REC will become a subsidiary of PFC.

The acquisition by PFC of the government's stake in REC is credit negative for PFC, because it will materially
weaken its consolidated capital ratios .

While the transaction could also create some operational synergies, as both PFC and REC operate in the
same business segment, Moody's believes that the negative impact from lower capital levels will outweigh any
potential synergies.

The review for downgrade of PFC's standalone credit profile will focus on the extent of decline in the post-
transaction consolidated capital ratios of PFC. Specifically, Moody's review will assess (1) whether PFC will be
required to make an open offer to minority investors in REC, and thus acquire a stake greater than just the
52.6% govemment stake; (2) the price that PFC will have to pay to acquire this stake, including any premium
that it would have to pay over and above REC's prevailing market valuations; (3) any actions by PFC to
mitigate the negative impact on its capital ratios, for example by raising new equity, although Moody's deems
such measures as unlikely; and (4) the impact of the transaction on the company's liquidity profile, particularly
its ability to raise sufficient funding to finance the transaction.

The review for downgrade of REC's standalone credit profile will focus on the impact of the transaction on the
company's liquidity profile, particularly its ability to manage its liquidity profile in the event that change of
control clauses in some of its outstanding bonds trigger accelerated repayments.

A downgrade of the companies' standalone credit profiles will lead to downward pressure on their issuer
ratings.

Further, with PFC replacing the government as the main controlling shareholder in REC, affiliate support from
PFC, rather than government support, would be the main way in which REC's ratings would receive an uplift
from its standalone credit profile. Accordingly, negative pressure on PFC's ratings would translate into negative

pressures on REC's ratings.

At the same time, the support anchor for REC will be PFC's final ratings rather than its standalone credit
profile. As PFC's final ratings will continue to benefit from government support, REC's will ratings benefit from
implicit government support in this rating architecture.

The review for both entities will also focus on any material and tangible evidence of operational synergies
created by the transaction.

WHAT COULD MOVE THE RATING UP
An upgrade of PFC's and REC's standalone credit profile is unlikely, given the review for downgrade.

Nevertheless, PFC's standalone credit profile could be upgraded if there is a substantial improvement in its
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asset quality and capitalization.
PFC's issuer ratings could be upgraded if its standalone credit profile is upgraded by more than one notch.

REC's standalone credit profile could be upgraded if there is a substantial improvement in its asset quality and
capital. Following the transaction, REC's issuer rating though will remain at the same level as that of PFC,
unless its standalone credit profile is higher than PFC's issuer rating, a scenario that is unlikely based on its
current financial metrics.

WHAT COULD MOVE THE RATING DOWN

PFC's standalone credit profile, and hence the issuer rating, could be downgraded if there is a material
reduction in its consolidated capital ratios because of its acquisition of a majority stake in REC. Further, the
rating could face negative pressure if (1) the financial strength of state-run power utilities deteriorates
significantly; (2) the company's asset-liability mismatch deteriorates; (3) there is any indication of change in its
exclusive focus on financing the power sector, which could imply a reduced policy role; and (4) the asset
quality problems in the company's loans to the private sector exacerbate.

REC's standalone credit profile rating could face negative pressure if (1) the financial strength of the state-run
power utilities deteriorates significantly; (2) the proportion of secured versus unsecured borrowings increase
(while this metric has been declining, it is still high on an absolute basis); (3) its asset-liability mismatch
deteriorates; (4) there is any indication of change in the company's exclusive focus on financing the power

sector, which could imply a reduced policy role; or (5) the asset quality problems in the company's loans to the
private sector exacerbate. A

REC's issuer rating could be downgraded if PFC acquires a majority stake in the company and PFC's issuer
rating is downgraded

The methodologies used in these ratings were Finance Companies published in December 2018, and
Government-Related Issuers published in June 2018. Please see the Rating Methodologies page on
www.moodys.com for a copy of these methodologies.

Power Finance Corporation Limited is headquartered in New Delhi, and reported total assets of INR2.86 ftrillion
($43 billion) at the end of March 2018.

REC Limited is headquartered in New Delhi, and reported total assets of INR2.46 trillion ($37 billion) at the end
of March 2018.

REGULATORY DISCLOSURES

For ratings issued on a program, series or category/class of debt, this announcement provides certain
regulatory disclosures in relation to each rating of a subsequently issued bond or note of the same series or
category/class of debt or pursuant to a program for which the ratings are derived exclusively from existing
ratings in accordance with Moody's rating practices. For ratings issued on a support provider, this
announcement provides certain regulatory disclosures in relation to the credit rating action on the support
provider and in relation to each particular credit rating action for securities that derive their credit ratings from
the support provider's credit rating. For provisional ratings, this announcement provides certain regulatory
disclosures in relation to the provisional rating assigned, and in relation to a definitive rating that may be
assigned subsequent to the final issuance of the debt, in each case where the transaction structure and terms
have not changed prior to the assignment of the definitive rating in a manner that would have affected the

. rating. For further information please see the ratings tab on the issuer/entity page for the respective issuer on
www.moodys.com.

For any affected securities or rated entities receiving direct credit support from the primary entity(ies) of this
credit rating action, and whose ratings may change as a result of this credit rating action, the associated
regulatory disclosures will be those of the guarantor entity. Exceptions to this approach exist for the following

disclosures, if applicable to jurisdiction: Ancillary Services, Disclosure to rated entity, Disclosure from rated
entity.

Regulatory disclosures contained in this press release apply to the credit rating and, if applicable, the related
rating outlook or rating review.

Please see www.moodys.com for any updates on changes to the lead rating analyst and to the Moody's legal



entity that has issued the rating.

Please see the ratings tab on the issuer/entity page on www.moodys.com for additional regulatory disclosures
for each credit rating.

Srikanth Vadlamani

VP - Senior Credit Officer

Financial Institutions Group

Moody's Investors Service Singapore Pte. Ltd.
50 Raffles Place #23-06

Singapore Land Tower

Singapore 48623

Singapore

JOURNALISTS: 852 3758 1350

Client Service: 852 3551 3077

Graeme Knowd

MD - Banking

Financial Institutions Group
JOURNALISTS: 852 3758 1350
Client Service: 852 3551 3077

Releasing Office:

Moody's Investors Service Singapore Pte. Ltd.
50 Raffles Place #23-06

Singapore Land Tower

Singapore 48623

Singapore

JOURNALISTS: 852 3758 1350

Client Service: 852 3551 3077

MoobDy’s
INVESTORS SERVICE

© 2018 Moody's Corporation, Moody’s Investors Service, Inc., Moody's Analytics, Inc. and/or their licensors and
affiliates (collectively, “MOODY'S"). All rights reserved.

CREDIT RATINGS ISSUED BY MOODY'S INVESTORS SERVICE, INC. AND ITS RATINGS
AFFILIATES (“MIS”) ARE MOODY’S CURRENT OPINIONS OF THE RELATIVE FUTURE CREDIT
RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE SECURITIES, AND
MOODY’S PUBLICATIONS MAY INCLUDE MOODY’S CURRENT OPINIONS OF THE RELATIVE
FUTURE CREDIT RISK OF ENTITIES, CREDIT COMMITMENTS, OR DEBT OR DEBT-LIKE
SECURITIES. MOODY’S DEFINES CREDIT RISK AS THE RISK THAT AN ENTITY MAY NOT MEET
ITS CONTRACTUAL, FINANCIAL OBLIGATIONS AS THEY COME DUE AND ANY ESTIMATED
FINANCIAL LOSS IN THE EVENT OF DEFAULT. CREDIT RATINGS DO NOT ADDRESS ANY
OTHER RISK, INCLUDING BUT NOT LIMITED TO: LIQUIDITY RISK, MARKET VALUE RISK, OR
PRICE VOLATILITY. CREDIT RATINGS AND MOODY’S OPINIONS INCLUDED IN MOODY’S
PUBLICATIONS ARE NOT STATEMENTS OF CURRENT OR HISTORICAL FACT. MOODY’S
PUBLICATIONS MAY ALSO INCLUDE QUANTITATIVE MODEL-BASED ESTIMATES OF CREDIT
RISK AND RELATED OPINIONS OR COMMENTARY PUBLISHED BY MOODY’S ANALYTICS, INC.
CREDIT RATINGS AND MOODY'S PUBLICATIONS DO NOT CONSTITUTE OR PROVIDE
INVESTMENT OR FINANCIAL ADVICE, AND CREDIT RATINGS AND MOODY'’S PUBLICATIONS
ARE NOT AND DO NOT PROVIDE RECOMMENDATIONS TO PURCHASE, SELL, OR HOLD
PARTICULAR SECURITIES. NEITHER CREDIT RATINGS NOR MOODY’S PUBLICATIONS
COMMENT ON THE SUITABILITY OF AN INVESTMENT FOR ANY PARTICULAR INVESTOR.
MOODY’S ISSUES ITS CREDIT RATINGS AND PUBLISHES MOODY’S PUBLICATIONS WITH THE
EXPECTATION AND UNDERSTANDING THAT EACH INVESTOR WILL, WITH DUE CARE, MAKE
ITS OWN STUDY AND EVALUATION OF EACH SECURITY THAT IS UNDER CONSIDERATION FOR
PURCHASE, HOLDING, OR SALE.



MOODY'S CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY RETAIL
INVESTORS AND IT WOULD BE RECKLESS AND INAPPROPRIATE FOR RETAIL INVESTORS TO USE
MOODY'S CREDIT RATINGS OR MOODY'S PUBLICATIONS WHEN MAKING AN INVESTMENT DECISION.
IF IN DOUBT YOU SHOULD CONTACT YOUR FINANCIAL OR OTHER PROFESSIONAL ADVISER.

ALL INFORMATION CONTAINED HEREIN IS PROTECTED BY LAW, INCLUDING BUT NOT LIMITED TO,
COPYRIGHT LAW, AND NONE OF SUCH INFORMATION MAY BE COPIED OR OTHERWISE
REPRODUCED, REPACKAGED, FURTHER TRANSMITTED, TRANSFERRED, DISSEMINATED,
REDISTRIBUTED OR RESOLD, OR STORED FOR SUBSEQUENT USE FOR ANY SUCH PURPOSE, IN
WHOLE OR IN PART, IN ANY FORM OR MANNER OR BY ANY MEANS WHATSOEVER, BY ANY PERSON
WITHOUT MOODY’S PRIOR WRITTEN CONSENT.

CREDIT RATINGS AND MOODY'S PUBLICATIONS ARE NOT INTENDED FOR USE BY ANY PERSON AS A
BENCHMARK AS THAT TERM IS DEFINED FOR REGULATORY PURPOSES AND MUST NOT BE USED IN
ANY WAY THAT COULD RESULT IN THEM BEING CONSIDERED A BENCHMARK.

All information contained herein is obtained by MOODY’S from sources believed by it to be accurate and
reliable. Because of the possibility of human or mechanical error as well as other factors, however, all
information contained herein is provided “AS 1S” without warranty of any kind. MOODY'S adopts all necessary
measures so that the information it uses in assigning a credit rating is of sufficient quality and from sources
MOODY'S considers to be reliable including, when appropriate, independent third-party sources. However,
MOODY'S is not an auditor and cannot in every instance independently verify or validate information received
in the rating process or in preparing the Moody's publications. '

To the extent permitted by law, MOODY'S and its directors, officers, employees, agents, representatives,
licensors and suppliers disctaim liability to any person or entity for any indirect, special, consequential, or |
incidental losses or damages whatsoever arising from or in connection with the information contained herein or
the use of or inability to use any such information, even if MOODY'S or any of its directors, officers, employees,
agents, representatives, licensors or suppliers is advised in advance of the possibility of such losses or
damages, including but not limited to: (a) any loss of present or prospective profits or (b) any loss or damage
arising where the relevant financial instrument is not the subject of a particular credit rating assigned by
MOODY'S.

To the extent permitted by law, MOODY’S and its directors, officers, employees, agents, representatives,
licensors and suppliers disclaim liability for any direct or compensatory losses or damages caused to any
person or entity, including but not fimited to by any negligence (but excluding fraud, willful misconduct or any
other type of liability that, for the avoidance of doubt, by law cannot be excluded) on the part of, or any
contingency within or beyond the control of, MOODY'S or any of its directors, officers, employees, agents,
representatives, licensors or suppliers, arising from or in connection with the information contained herein or the
use of or inability to use any such information.

NO WARRANTY, EXPRESS OR IMPLIED, AS TO THE ACCURACY, TIMELINESS, COMPLETENESS,
MERCHANTABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE OF ANY SUCH RATING OR OTHER
OPINION OR INFORMATION IS GIVEN OR MADE BY MOODY'S IN ANY FORM OR MANNER
WHATSOEVER.

Moody's Investors Service, Inc., a wholly-owned credit rating agency subsidiary of Moody's Corporation
("MCO"), hereby discloses that most issuers of debt securities (including corporate and municipal bonds,
debentures, notes and commercial paper) and preferred stock rated by Moody's Investors Service, Inc. have,
prior to assignment of any rating, agreed to pay to Moody's Investors Service, Inc. for appraisal and rating
services rendered by it fees ranging from $1,500 to approximately $2,500,000. MCO and MIS also maintain
policies and procedures to address the independence of MIS's ratings and rating processes. Information
regarding certain affiliations that may exist between directors of MCO and rated entities, and between entities
who hold ratings from MIS and have also publicly reported to the SEC an ownership interest in MCO of more
than 5%, is posted annually at www.moodys.com under the heading “Investor Relations — Corporate
Governance — Director and Shareholder Affiliation Policy.”

Additional terms for Australia only: Any publication into Australia of this document is pursuant to the Australian
Financial Services License of MOODY'S affiliate, Moody's Investors Service Pty Limited ABN 61 003 399
657AFSL 336969 and/or Moody's Analytics Australia Pty Ltd ABN 94 105 136 972 AFSL 383569 (as
applicable). This document is intended to be provided only to “wholesale clients” within the meaning of section



761G of the Corporations Act 2001. By continuing to access this document from within Australia, you represent
to MOODY'S that you are, or are accessing the document as a representative of, a “wholesale client” and that
neither you nor the entity you represent will directly or indirectly disseminate this document or its contents to
“retail clients” within the meaning of section 761G of the Corporations Act 2001. MOODY'S credit rating is an
opinion as to the creditworthiness of a debt obligation of the issuer, not on the equity securities of the issuer or
any form of security that is available to retail investors. it would be reckless and inappropriate for retail investors
to use MOODY'S credit ratings or publications when making an investment decision. If in doubt you should
contact your financial or other professional adviser.

Additional terms for Japan only: Moody's Japan K.K. (“MJKK") is a wholly-owned credit rating agency subsidiary
of Moody's Group Japan G.K., which is wholly-owned by Moody's Overseas Holdings Inc., a wholly-owned
subsidiary of MCO. Moody’s SF Japan K.K. (“MSFJ") is a wholly-owned credit rating agency subsidiary of
MJKK. MSFJ is not a Nationally Recognized Statistical Rating Organization (‘NRSRO”). Therefore, credit
ratings assigned by MSFJ are Non-NRSRO Credit Ratings. Non-NRSRO Credit Ratings are assigned by an
entity that is not a NRSRO and, consequently, the rated obligation will not qualify for certain types of treatment
under U.S. laws. MJKK and MSFJ are credit rating agencies registered with the Japan Financial Services
Agency and their registration numbers are FSA Commissioner (Ratings) No. 2 and 3 respectively.

MJKK or MSFJ (as applicable) hereby disclose that most issuers of debt securities (including corporate and
municipal bonds, debentures, notes and commercial paper) and preferred stock rated by MJKK or MSFJ (as
applicable) have, prior to assignment of any rating, agreed to pay to MJKK or MSFJ (as applicable) for
appraisal and rating services rendered by it fees ranging from JPY200,000 to approximately JPY350,000,000.

MJKK and MSFJ also maintain policies and procedures to address Japanese regulatory requirements.





