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Rating Rationale

ACUITE has assigned the long term rating to ‘ACUITE A-’ (read as ACUITE A minus) on the Rs. 300.00
crore bank facilities of Andhra Pradesh Gas Distribution Corporation Limited (APGDC). The outlook is
‘Stable’.

APGDC is a Joint Venture Company between GAIL Gas Limited (a wholly owned subsidiary of GAIL
(India) Ltd.), a Central Government Public Sector Enterprise (PSU) and Andhra Pradesh Gas
Infrastructure Corporation Limited (APGIC), an Andhra Pradesh State Government Public Sector
Enterprise.

APGDC has been authorized to lay, operate, expand Natural Gas Pipeline from Kakinada to
Srikakulam (Total length of the pipeline is around 300 KM) through a bidding process carried out by
Petroleum and Natural Gas Regulatory Board (PNGRB).

Key Rating Drivers

Strengths

e Experienced Management

The management tfeam of APGDC is headed by the chairman Mr. Ajay Jain (Principal Secretary to
the government, 1& department) and others who are representatives of GAIL (Gas) Limited with
extensive experience in the industry. They are well supported by other professionals who possess
over two to three decades of experience in the industry.

APGDC backed by an experienced management and its relafionship with Public sector
undertakings has been able to enter info confracts with reputed clientele comprising Hindustan
Petroleum Corporation Limited (HPCL), Rashtriya Ispat Nigam Ltd (RINL) among others for
fransmission of Gas for Phase 1 (Kakinada to Vizag).

Unconditional and irrevocable Letter of Comfort from Andhra Pradesh Gas Infrastructure Corporation
Pvt. Lid. covering entire rated amount

The rating is based on the strength of the unconditional and irrevocable letter of comfort for the
entire rated amount from Andhra Pradesh Gas Infrastructure Corporation Pvt. Ltd (a subsidiary of
Andhra Pradesh Industrial Infrastructure Corporatfion and Andhra Pradesh Power Generation
Corporation.
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Weaknesses

« Implementation risk associated with the project
APGDC has been authorized to lay, operate, expand Natural Gas Pipeline from Kakinada to
Srikakulam (Total length of the pipeline is around 300 KM) through a bidding process carried out by
Petroleum and Natural Gas Regulatory Board (PNGRB) and has already taken up the construction
of the pipeline project.
The total cost of the project is ~Rs. 780.00 crore. There are 2 phases to the project. Phase | runs from
Kakinada to Vizag which is of 178 Kms and Phase 2 runs from Vizag to Srikakulam which is of 102
Kms. The promoters are inifially executing Phase 1 of the project. Phase 1 is expected to be
completed by June 2019 and Phase 2 is expected to be complete by December 2019. The cost of
Phase 1 of the project is Rs. 450.00 crore. The promoters will bring in Rs150.00 crores (out of which
the promoters have already infused an equity of Rs 40.00 crore as on 31st March 2018) and the
balance will be financed by way of term loans worth Rs 300.00 crore. Timely completion of the
project and commencement of operations will remain key rating sensitivity factor.

Analytical Approach
Acuité has considered the standalone business and financial risk profiles of the Andhra Pradesh Gas
Distribution Corporation Limited to arrive at this rating.

Outlook: Stable

Acuité believes that APGDC will maintain a stable credit profile on the back of its experienced
management and relationship with public sector undertakings such as Andhra Pradesh Gas
Infrastructure Corporation Pvt. Ltd. And GAIL Gas Limited. The outlook may be revised to ‘Positive’ in
case of sufficiently higher than expected growth in accruals translating to an  improvement in its
debt protection indicators and improvement in business risk profile. Conversely, the outlook may be
revised to ‘Negative’ in case of significant delays in project execution or if the company reports
lower than expected progress in laying of pipeline infrastructure from Kakinada to Srikakulam leading
to any fime or cost overruns.

About the Rated Entity - Key Financials

Unit FY18 (Provisional)| FY17 (Actual) FY16 (Actual)
Operating Income Rs. Cr. 0.05 0.05 0.01
EBITDA Rs. Cr. (1.92) (1.70) (1.42)
PAT Rs. Cr. (1.58) (0.67) (0.58)
EBITDA Margin (%) (3.644.29) (3.501.38) (19.627.32)
PAT Margin (%) (2,995.47) (1,374.64) (8.009.65)
ROCE (%) (3.65) (1.68) (2.05)
Total Debt/Tangible Net Worth Times 0.14 0.02 0.03
PBDIT/Interest Times (351.47) (76.99) (100.38)
Total Debt/PBDIT Times (3.53) (1.61) (1.95)
Gross Current Assets (Days) Days 32,060 1,915 24,024

Status of non-cooperation with previous CRA (if applicable)
None

Any other information

None

Applicable Criteria

e Default Recognition -https://www.acuite.in/view-rating-criteria-17.htm

e Entities in the infrastructure sector - http://acuite.in/view-rating-criteria-14.ntm
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¢ Financial Ratios And Adjustments - https://www.acuite.in/view-rating-criteria-20.ntm

Note on complexity levels of the rated instrument
https://www.acuite.in/criteria-complexity-levels.ntm

*Annexure — Details of instruments rated

_-— Date of Coupon Maturity | Size of the Issue .
Name of the Facilities lssuance Rate Date (Rs. Crore) Ratings/Outlook
Not Not Not ACUITE A-/Stable
Term Loan Applicable |Applicable |Applicable 300.00
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About Acuité Ratings & Research:

Acuité Ratings & Research Limited (Erstwhile SMERA Ratings Limited) is a full-service Credit Rating
Agency registered with the Securities and Exchange Board of India (SEBI). The company received RBI
Accreditation as an External Credit Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-II
norms in the year 2012. Since then, it has assigned more than 6,000 credit ratings to various securities,
debt instruments and bank facilities of entities spread across the country and across a wide cross
section of industries. It has its Registered and Head Office in Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not be treated as a recommendation
or opinion that is intended to substitute for a financial adviser's or investor's independent assessment of whether to buy, sell
or hold any security. Acuité ratings are based on the data and information provided by the issuer and obtained from other
reliable sources. Although reasonable care has been taken to ensure that the data and information is frue, Acuité, in
particular, makes no representation or warranty, expressed or implied with respect to the adequacy, accuracy or
completeness of the information relied upon. Acuité is not responsible for any errors or omissions and especially states thatithas
no financial liability whatsoever for any direct, indirect or consequentialloss of any kind arising from the use of its ratings. Acuité
ratings are subject fo a process of surveillance which may lead fo a revision in ratings as and when the circumstances so
warrant. Please visit our website (www.acuite.in) for the latestinformation on any instrumentrated by Acuité.
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