
RATING RATIONALE
31 March 2023

Bharat Sanchar Nigam Limited

Brickwork Ratings reaffirms the rating assigned to the bonds amounting to ₹ 8500 Crores and
bank loan facilities aggregating ₹ 10911 Crores of Bharat Sanchar Nigam Ltd.

Particulars

Instrume
nts
**

ISIN

Amount Rs Crs
Tenu

re Date Rate

Rating*

Previous Present Previous #
(05 July 2022) Present

Bonds INE103D080
21 8500.00 8500.00 Long

Term
23-Sep-
2030 6.79%

BWR AAA
(CE)/Stable
Reaffirmation

BWR AAA (CE)/
Stable

(Reaffirmation)
TOTAL 8500.00 8500.00 Rupees Eight Thousand and Five Hundred Crores

Facilities
**

Amount Rs Crs

Tenure

Rating*

Previous Present Previous #
(05 July 2022) Present

Fund-based TL

WC

26713 6411 Long Term
BWR AAA
(CE)/Stable
Reaffirmation

BWR BBB/ Stable^
(Reaffirmation)

4500 4500 LT/ST
BWR AAA

(CE)/Stable/A1+ (CE)
Reaffirmation

BWR BBB/Stable^/A3+
(Reaffirmation)

TOTAL 31213 10911 Rupees Ten thousand nine hundred eleven Crores only

*Please refer to BWR website www.brickworkratings.com for the definition of the ratings
**Details of Bank Facilities and Bonds are provided in Annexure I and II, respectively.
Note: The CE rating is based on the Sovereign guarantee of the Govt of India for the bonds.
^: The bank loan ratings are revised due to change in analytical approach, and assessed on a standalone basis. The earlier
unsupported rating stands withdrawn (for the bank loan ratings).
The unsupported rating has been assessed at BWR BBB (Stable)/A3+. It is reaffirmed for the bonds, and assessed for the
bank loans.

RATING ACTION / OUTLOOK
Brickwork Ratings (BWR) has reaffirmed BWR AAA (CE) for the bonds of Rs. 8500 Crs of Bharat
Sanchar Nigam Ltd (BSNL or the company). The ratings for the Non-Convertible Debentures (NCDs)
have derived a credit enhancement from the sovereign guarantee available from the Government of India
(GoI). The guarantee is unconditional, continuing and legally enforceable, and the credit enhancement
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provided complies with the regulations. The rating for bonds also factors in the trustee-monitored
structured payment mechanism, which has been functioning efficiently.
Earlier, the bank loans were backed by an LOC (Letter of Comfort) from the Department of
Telecommunications (DoT). The LOC expired and BSNL has applied to DoT for renewal. However, as
the support structure does not exist presently, the rating of bank loans has been subjected to a revision in
analytical approach, and assessed on a standalone basis. BWR notes to review the ratings once the LOC
renewal is received. The standalone rating takes into account the performance parameters, the expected
developments in implementation and operationalisation of 4G, etc.
The ratings continue to draw strength from the company’s ownership (100% owned by the GoI), strategic
importance to the government, widespread network and rural outreach, structured payment mechanism
for the servicing of dues to bondholders, growth potential in fibre-to-the-home (FTTH) services and
expected competitive advantages stemming from the company’s planned capital expenditure in FY23 of
~Rs. 6800 Crs across its major revenue segments, viz., consumer fixed access, government projects and
enterprise business. The ratings are constrained on account of the company’s current weak operational
and financial performance, relatively slow operationalisation of 4G services and intense competition in
the sector. The outlook has been maintained as stable as the company is expected to continue receiving
support from the GoI, going forward.

KEY RATING DRIVERS

Credit Strengths:-
Availability of Sovereign Guarantee for Bonds: The GoI has provided a sovereign guarantee for the
proposed bonds via its guarantee deed dated 9 September 2020, which covers both the principal and
normal interest due to bondholders. The DoT will review the utilisation of funds raised under the issue
and guarantee on an annual basis to ensure there is no risk of default in the repayment of the principal or
interest to bondholders.

Structured Payment Mechanism for Bonds: The bonds also have a structured payment mechanism to
ensure the timely payment of dues to bondholders. BSNL has opened a designated Trust and Retention
Account (TRA) monitored by a Debenture Trustee (DT), through which payments are made to
bondholders. The mechanism is as explained below:

➔ T-30th Day: Trustee to inform BSNL and the GoI in writing regarding the due date for the payment of
the interest/principal amount so that necessary arrangements can be mad.

➔ T-10th Day: The TRA is to be funded by BSNL to the tune of the interest/principal obligations on the
bonds

➔ T-8th Day: If the TRA is not funded to the requisite extent, the DT shall invoke the Guarantee by
sending a Notice of Invocation to the GoI

➔ T-3rd Day: The last date by which the GoI shall deposit requisite funds in the TRA as per the Notice
of Invocation served by the DT Letter of Comfort Given by DoT for Bank Loans: The DoT has been

Ownership and Strategic Importance: BSNL is wholly owned by the GoI with demonstrated support
from the GoI in the form of providing a guarantee and an LoC for the company’s debt. Additionally, the
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company is of strategic importance to the government, considering that it is the largest public sector
undertaking in the telecom sector. Furthermore, the government relies on BSNL for implementing its
various projects such as BharatNet and Network for Spectrum (NFS) projects. In addition, BSNL is
critical to improving rural tele-density with its wide network and outreach.

Growth Outlook in Fiber Segment: The company’s revenue growth in the FTTH segment was ~69%
between FY21 and FY22, although correspondingly its revenue from broadband services declined in
FY22. Growth in the segment is expected to sustain over the long term as more consumers migrate from
broadband services to fibre-optic cable connected networks.

Potential Competitiveness Improvement Following Planned Capital Expenditures: The company’s
planned capital expenditure for FY23 aggregates to ~Rs. 6800 Crs, covering its major segments such as
consumer fixed access, government projects and enterprise business. The company intends to revamp
several segments of its existing telecom infrastructure, as well as introduce several new offerings such as
launching in-flight and maritime (IFMS) services and operationalise its Bharat Net Phase - I project.
These initiatives can be expected to enable further diversification in the company’s services, as well as
place it on a stronger competitive footing in the wider industry, in the long term.

Credit Risks-:
Deteriorating Financial Parameters and Tangible Net Worth: The company’s EBITDA deteriorated
between FY21 and FY22. On a standalone basis, the company’s tangible net-worth decreased to almost
60% of its levels in FY19. The company’s leverage as represented by its total debt to tangible net worth
pushed upwards of 1.0x in FY22. The company’s revenue growth, moving forward from its planned
capital expenditures in FY23 is a key monitorable.

Risk of Materialisation of AGR Dues: The company’s self-assessed adjusted gross revenue (AGR) dues
as of March 2022 were nearly Rs. 4460 Crs, while its contingent AGR dues were around Rs. 19,382 Crs,
compared with average standalone operational revenues of ~Rs. 15930 Crs over the prior three financial
years. The company is currently in discussion for a package with the Department of Telecom, to obtain
reliefs for the same.

Non-redemption of Preference Shares in 2022: BSNL had been unable to redeem a volume of 9%
non-convertible non-cumulative redeemable preference shares (NCRPS) of Rs. 7500 Crs, which it had
issued to the GoI, its parent entity, in May 2002. The said NCRPS had become due in May 2022.. BSNL
intends to redeem the existing NCRPS by the fresh issuance of new preference shares, which it has
currently applied for as a part of a package, from the DoT.
BWR considers the non-redemption of these preference shares to not have a bearing on BSNL’s credit
ratings since the unredeemed preference shares were subscribed to by the Indian Government, which
owns 100% of the equity shareholding in the company and they are subordinated to the senior debt in the
company. Furthermore, the company’s pursuit of the fresh issuance of preference shares to redeem the
unredeemed shares is in line with provisions of Section 55 of the Companies Act, 2013, which essentially
stipulates that preference shares are to be redeemed only from the distributable profits of a company, and
in the event of inadequacy of profits, the company could issue fresh shares to pay-off the prior
unredeemed preference shares. The actual issuance of the new preference shares by the company remains
a key monitorable, going forward.
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Analytical Approach and Applicable Rating Criteria
BWR has relied on the company’s audited financial statements till FY22, and the results as at Q3FY23,
financial projections and various other developments to arrive at the rating. BWR has derived the credit
enhancement for the rating assigned to the bonds from the sovereign guarantee available from the GoI,
including a structured payment mechanism for paying dues to bondholders, as explained in the earlier
part of the rationale. For the bank loan ratings, continuous support from the government has been
factored in BWR’s rating assessment, as well as the fact that the ownership lies entirely with the GoI.

The methodology applied by BWR is highlighted in the criteria mentioned in the end.

Rating Sensitivities:
Negative:
Any major loss of subscribers, dilution in the expected support from the GoI, delay in the launch of 4G
services by more than a year and delay in the renewal of the LoC by the DoT can lead to a negative
revision in the rating.

Liquidity Position: Adequate
As of 31 March 2022, the company reported cash and cash equivalents and bank balances of Rs. 3007.48
Crs. compared with an expected debt service requirement of ~Rs. 5980 Crs in FY23. BSNL has
sanctioned working capital limits of Rs. 3500 Crs, which helps the company in meeting its short-term
requirements. Comfort is drawn on the liquidity front mainly from the guarantee and LoC provided by
the GoI for bonds and bank loans, respectively.

Key Financial Indicators
Key financial indicator (in. Rs. Crs) Q3FY2023 FY 21-22 FY 20-21

Result type Unaudited Audited Audited

Revenue from Operations 12760.99 16811.26 17451.80

OPBITDA 60.3 (1296.15) 1.11

PAT (1868.19) (6981.62) (7441.12)

Total debt 92129.80 40400.13 37478.00

Tangible net worth 63170.68 40182.88 46553.98

Total Debt/TNW 0.28 1.01 0.81

Note: All financials have been adjusted as per BWR criteria.

Company Profile
Bharat Sanchar Nigam Ltd (BSNL) was incorporated on 15 September 2000 and is wholly owned by the
GoI. It took over the business of providing telecom services and network management from erstwhile
Central Government Departments of Telecom Services (DTS) and Telecom Operations (DTO) with effect
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from 1 October 2000 on a going concern basis. It is one of the largest and leading public sector units
providing a comprehensive range of telecom services in the country.

As of December 2022, BSNL had a base of 112.12 million cellular subscribers.

Non-cooperation with a previous credit rating agency (CRA): NA

RATING HISTORY FOR THE PREVIOUS THREE YEARS [including withdrawal and
suspended]

S
r
N
o

Instrument
/ Facilities

Current Rating 2023 Rating History

Type Amount
(Rs.Crs.) Rating July 2022 2021 2020

1 NCD Long
Term 8500.00

BWR
AAA
(CE)/
Stable
(Reaffir
med)

BWR AAA
(CE)/Stable
(Reaffirmed)

BWR AAA
(CE)/ Stable

(Assignment as
on 10-Sep-20)

BWR AAA (CE)/ Stable
(Assignment as on

10-Sep-20)

Total 8500.00 Rupees Eight Thousand and Five Hundred Crores

Bank Loans

1 Term Loans

Long
term

6411.00 BWR
AAA
(CE/Sta
ble
Reaffir
mation

BWR AAA
(CE/Stable
Reaffirmation

BWR AAA
(CE/Stable
Reaffirmation

BWR AAA (CE)/Stable
(10 Sep 2020)

BWR AAA (CE)/Stable
(21 Jan 2020)WC limits 4500.00

2 Short Term
Loans

Long/
Short
Term

BWR
AAA
(CE)/Sta
ble/A1+
(CE)
Reaffir
mation

BWR AAA
(CE)/Stable/
A1+ (CE)
Reaffirmation

BWR AAA
(CE)/Stable/A1
+ (CE)
Reaffirmation

BWR AAA
(CE)/Stable/A1+ (CE) (10
Sep 2020)

BWR AAA
(CE)/Stable/A1+ (CE) (21
Jan 2020)

TOTAL 10911.00 Total Rupees Ten Thousand Nine Hundred Eleven

Complexity levels of the instruments:
Bonds: Simple
Bank Loans: Simple
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For more information, please visit Complexity Levels (brickworkratings.com).

Applicable criteria
● Criteria-GeneralCriteriaUpdated.pdf (brickworkratings.com)
● Criteria-FinancialRatiosUpdated.pdf (brickworkratings.com)
● 12-Criteria-Infrastructure (brickworkratings.com)
● 10-Criteria-GovernmentSupport (brickworkratings.com)
● 2-Criteria-BanksFinancial Institutions (brickworkratings.com)
● Criteria - Credit Enhancement_v1.6 - Final (1).pdf (brickworkratings.com)

Analytical Contacts

Chandra shaker
Analyst - Ratings
Phone: + 91 7680884298
chandra.s@brickworkratings.com

Vidya shankar
Principal Director – Ratings
vidyashankar@brickworkratings.com

1-860-425-2742 media@brickworkratings.com

Bharat Sanchar Nigam Ltd
Annexure I - Details of Bank Facilities Rated

Name of the Bank LTL (Rs. Crs) STL (Rs. Crs) WC Limits (Rs. Crs) Total

SBI 7000.00 0.00 0.00 7000.00

BOB 1000.00 0.00 0.00 1000.00

BOI 1800.00 0.00 0.00 1800.00

Canara Bank 1500.00 1000.00 0.00 2500.00

Union Bank 0.00 2500.00 0.00 2500.00

PNB 1000.00 1000.00 0.00 2000.00

IDBI Bank 0.00 400.00 0.00 400.00

UCO Bank 1000.00 1000.00 0.00 2000.00

Total 13300.00 5900.00 0.00 19200.00

Note:
1.Short term loans have maturity of up to 3 years
2. The present o/s of TL is Rs. 6411.00 Crs.
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Annexure II - Details of Rated Bonds

S.No. Instrument Issue date Amount
(Rs. Crs.)

Coupon rate Maturity date ISIN particulars

1. Bonds 23-Sep-2020 8500.00 6.79%
(semi-annual
frequency)

23-Sep-2030 INE103D08021

For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your
print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change the
wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone has the
sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through any print or
electronic or digital media.

About Brickwork Ratings

Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI] registered Credit Rating Agency and
accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan, Non- convertible / convertible / partially
convertible debentures and other capital market instruments and bonds, Commercial Paper, perpetual bonds,
asset-backed and mortgage-backed securities, partial guarantees and other structured / credit enhanced debt instruments,
Security Receipts, Securitisation Products, Municipal Bonds, etc. BWR has rated over 11,541 medium and large
corporates and financial institutions’ instruments. BWR has also rated NGOs, Educational Institutions, Hospitals, Real
Estate Developers, Urban Local Bodies and Municipal Corporations. BWR has Canara Bank, a leading public sector
bank, as one of the promoters and strategic partner. BWR has its corporate office in Bengaluru and a country-wide
presence with its offices in Ahmedabad, Chandigarh, Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with
representatives in 150+ locations.

DISCLAIMER : Brickwork Ratings India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by the Reserve Bank of India [RBI], offers credit ratings of Bank Loan
facilities, Non- convertible / convertible / partially convertible debentures and other capital market instruments and
bonds, Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other
structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc.
[hereafter referred to as “Instruments' ']. BWR also rates NGOs, Educational Institutions, Hospitals, Real Estate
Developers, Urban Local Bodies and Municipal Corporations.

BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by BWR that
the ratings assigned by BWR are based on information obtained from the issuer of the instrument and other reliable
sources, which in BRW's best judgment are considered reliable. The Rating Rationale / Rating Report & other rating
communications are intended for the jurisdiction of India only. The reports should not be the sole or primary basis for
any investment decision within the meaning of any law or regulation (including the laws and regulations applicable in
Europe and also the USA).

BWR also wishes to inform that access or use of the said documents does not create a client relationship between the
user and BWR.

The ratings assigned by BWR are only an expression of BWR’s opinion on the entity / instrument and should not in any
manner be construed as being a recommendation to either purchase, hold or sell the instrument.

BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any
jurisdiction nor are they to be used as a basis for or as an alternative to independent financial advice and judgment
obtained from the user’s financial advisors. BWR shall not be liable to any losses incurred by the users of theseRating
Rationales, Rating Reports or its contents. BWR reserves the right to vary, modify, suspend or withdraw the ratings at
any time without assigning reasons for the same.
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BWR’s ratings reflect BWR’s opinion on the day the ratings are published and are not reflective of factual
circumstances that may have arisen on a later date. BWR is not obliged to update its opinion based on any public
notification, in any form or format although BWR may disseminate its opinion and analysis when deemed fit.

Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees or
agents (collectively, “BWR Party”) guarantee the accuracy, completeness or adequacy of the Ratings, and no BWR
Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or for the results
obtained from the use of any part of the Rating Rationales or Rating Reports. Each BWR Party disclaims all express or
implied warranties, including, but not limited to, any warranties of merchantability, suitability or fitness for a particular
purpose or use. In no event shall any BWR Party be liable to any one for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of any part of the Rating
Rationales and/or Rating Reports even if advised of the possibility of such damages. However, BWR or its associates
may have other commercial transactions with the company/entity. BWR and its affiliates do not act as a fiduciary.

BWR keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of the respective activity. As a result, certain business units of BWR may have information that is not
available to other BWR business units. BWR has established policies and procedures to maintain the confidentiality of
certain non-public information received in connection with each analytical process.

BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities, securities
etc., or from obligors. BWR’s public ratings and analysis are made available on its web site,
www.brickworkratings.com. More detailed information may be provided for a fee. BWR’s rating criteria are also
generally made available without charge on BWR’s website.

This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases, advisories,
communications issued by BWR and circulation of the ratings without this disclaimer is prohibited.

BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board of
India and is governed by the applicable regulations issued by the Securities and Exchange Board of India as amended
from time to time.
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