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RATING RATIONALE
31 December 2020
Adani Infrastructure Management Services Ltd.

Brickwork Ratings reviews the ratings of the Bank Loan Facilities aggregating Rs. 740
Crores of Adani Infrastructure Management Services Ltd. (AIMSL or the ‘Company’)

Particulars
Previous Amt |Present Amt Previous Rating

Borrowing Type (Rs. Cr) (Rs. Cr) Tenure (June 2020) Present Rating
BWR AA- (CE)

Long |BWR BBB+ (CE) (Stable)

Yes Bank Term Loan I " 594 576 Term (Stable) " (Revised)
BWR AA- (CE)

Long | BWR AA- (CE) (Stable) @

Yes Bank Term Loan II @ 190 164 Term (Stable) @ (Reaffirmed)
Total 784 740 Rupees Seven Hundred and Eighty Four Crore Only

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings
** Details of Bank facilities/NCD/Bonds/Commercial Paper is provided in Annexure-I

(1) CE rating till June 2020 was based on (a) the unconditional and irrevocable corporate guarantee
issued by Adani Properties Pvt Ltd (APPL, rated BWR A (Stable) / A1), and (b) a structures payment
mechanism reflected in the T minus payment structure. The loan also had additional security in form
pledge of shares of Adani Transmissions Ltd (ATL) at 1.0x as per the original sanction letter dated
March 20, 2019. Currently, based on the revised sanction letter dated November 23, 2020, the security
cover has been enhanced from 1.0x to 1.5x of ATL shares. Consequently, the ratings have been revised
to take cognizance of the enhanced security structure in the said facility.

(2) CE rating is based on the pledge of shares of ATL with the security cover of 1.5x.

The standalone unsupported rating of Adani Infrastructure Management Services Ltd.
(AIMSL) is BWR BBB- (Stable).

RATING ACTION AND OUTLOOK: Rating Revised for Term Loan I and Rating
Reaffirmed for Term Loan II.

BWR has rated two term loans of AIMSL. Term Loan I of Rs.600 Cr (Current Outstanding —
Rs.576 Cr) and Term Loan II of Rs. 200 Crs (Current outstanding Rs.164 Cr).

Term Loan 1 was earlier rated BWR BBB+ (CE) based on (a) unconditional and irrevocable
corporate guarantee from AIMSL’s sponsor Adani Properties Pvt. Ltd. (APPL, rated BWR A
(Stable)/ Al) and (b) a structured payment mechanism in form of a T minus payment
structure.

Further, as per the stipulations of the original sanction letter dated March 2019 from the
lender, this term loan was also additionally having the cover of 1.0x with pledge of shares of
Adani Transmission Ltd. (ATL). Now, with the revised stipulations under the revised
sanction dated November 2020, this security cover has been enhanced to by an additional
0.5x pledge of shares of Adani Transmission Ltd. (ATL) making the total security cover to
1.5x of the outstanding loan. Consequently, the ratings on this term loan I has been revised
from BWR BBB+ (CE) (Stable) to BWR AA- (CE) (Stable) to reflect this change in the
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Security cover and the resultant Credit Enhancement to align the rating with the revised
stipulations of the sanction. The enhanced security cover has already been established and the
same has been confirmed by the management as well as the lender.

The Term Loan II of Rs. 200 Crs has always been rated at AA-(CE) /Stable with the same
security structure of pledge of shares of ATL with 1.5x cover as now exists for Term Loan 1.

The rating factors, inter alia, strong parentage being part of the Adani Group which enjoys
high financial flexibility in domestic as well as international markets, demonstrated track
record of the Group which is a global integrated infrastructure player with businesses in key
industry verticals — transport & logistics, and energy & utility, gradual ramp-up of Operation
and Maintenance (O & M) Services activity by AIMSL to various companies (both group
companies and others) engaged in the infrastructure businesses including but not limited to
thermal and renewable power generation, transmission and distribution and O&M of other
infrastructure businesses.

The rating is however constrained by the fact that the Company also acts as an investment
arm of the Group wherein the debt raised by AIMSL is extended as loans to Group
companies, cash-flows from operational activities (O & M) is relatively low compared the
debt servicing liability of the Company on a standalone basis and it derives cash flow from
Group companies.

The “Stable” outlook indicates low-likelihood of rating change in the medium term
considering the past trends and current activity level of the Company.

KEY RATING DRIVERS
Credit Strengths:

Part of the Reputed Group: AIMSL is a part of the Adani Group. The Adani Group, is one
of India’s leading business houses with revenues of over USD 13 billion, employing over
10,000 people and exploring diverse interests in Transport & Logistics (including Port
Development & Operations, Development of Industrial Clusters & Special Economic Zones
& Logistics) and Energy & Utility (including thermal and renewable power generation,
transmission & distribution, city gas distribution) and other business interests like Solar
Manufacturing, Real Estate, Coal Trading & Mining, Roads, Power Trading and Edible Oil
Refining & Agro based infrastructure development. The biggest source of competitive
advantage for the Adani Group is experienced and highly qualified professionals including
technocrats of repute. The team has demonstrated capabilities in conceptualization and
implementation of large projects, excellent records of establishing benchmarks in the
industry. The group has a rich and extensive experience of execution, implementation and
operating large infrastructure projects

Financial Flexibility of the Group: The Group has a demonstrated track-record of
successfully tapping global as well as domestic market for raising debt as well as equity
capital across various businesses. Over the last 18 months, the Group has raised around USD
5.3 billion from global debt capital markets and around USD 1.9 billion of equity by entering
into 3 strategic equity partnerships with international players like Total SA of France and
Qatar Investment Authority.
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Strategic Importance of APPL to the Group: AIMSL is 100% subsidiary of Adani
Properties Pvt. Ltd. (APPL — BWR Al). APPL, incorporated in May 1995, is one of Group’s
holding companies which holds sizeable investments in all listed as well as unlisted business
of the Group. Value of APPL’s holding in the listed entities was Rs.73,615 Cr based on the
market price of the listed equity shares on December 30, 2020.

Importance of AIMSL’s line of activity to the group: AIMSL was incorporated to provide
Operation and Maintenance services to various companies in the Infrastructure Businesses
including but not limited to thermal and renewable power generation, transmission and
distribution. All the above businesses are part of the Group. Though as of now, the Company
is dealing with only group companies, AIMSL has plans to target business  outside of the
Group as well considering strong credentials for providing operations & management
services. .

Credit Risks:

Insufficient cashflows for debt servicing: Though AIMSL undertakes O&M activity for the
group companies, cashflows generated from operations are not sufficient for servicing the
debt obligations in this Company at a standalone level. Rated debt raised in AIMSL has been
extended as loans to Group companies. Repayment of these loans is expected to be done
through support from one or more of these Group companies.

Increasing overall debt levels of the Adani Group: Overall debt level of the Adani Group
has been increasing on account of new initiatives as well inorganic growth undertaken across
businesses by the Group, given the significantly capital intensive infrastructure nature and
long gestation period of most of these businesses. However, at an overall Group level, the
debt is adequately covered through committed cash-flows across the strong businesses. As on
March 31, 2020, the external Debt to EBITDA was around 5.0x which is expected to increase
in near future for higher capex requirements in new projects to be undertaken in AEL as well
as AGEL. Out of the total debt of the group, around 7-8% is secured by pledge of listed
equity shares of the group companies, and the Group has articulated plans to repay this in full
by December 2021. For the equity requirements of new businesses and support requirements
for existing businesses, the promoters largely rely on dividends from strong businesses and
raising additional funds through pledge of their equity shares in the listed companies.
Servicing of some of this debt largely depends on refinancing options, given the growth that
the group is undertaking. Over the last few months, the Group has also undertaken strategic
equity raise of around USD 1.9 billion through dilution of shareholding in various assets like
AGL, AGEL, and AEML.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

BWR’s ratings for both the term loans are ‘CE’ ratings. As per terms of facility shared with
us, Term Loan I of 600 Crs (Current Outstanding Rs.576 Cr) earlier derived credit
enhancement based on an unconditional and irrevocable corporate guarantee from APPL, and
the existence of a T minus payment structure that stipulated that in the event of the borrower
not being able to arrange funds at least two days prior to any interest or principal repayment,
APPL, the guarantor will step in and make the required funds available for timely servicing
of obligations. Now, with the change in sanction terms as per the revised sanction letter the
security cover for the said loan has increased to 1.5x from 1.0x of pledge of shares of ATL.
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Further, the ratings on the term loan II of Rs. 200 Crs (Current outstanding Rs.164 Cr)
derives credit enhancement from the pledge of shares, which provides liquidity to meet debt
repayment obligations.

Now, the analytical approach for the ratings on the Term Loan I and the Term Loan II is
similar to each other.

For arriving at the ratings, BWR has factored group support for servicing the rated facilities,
for reasons mentioned above. Please refer to the applicable rating criteria at the end.

RATING SENSITIVITIES

Positive: Reduction of debt levels and improvement in operating performance of the
company with increase in operating income leading to higher cash-flows will be credit
positive.

Negative: Increase in leverage with increase in debt without any corresponding improvement
in cash flows will be credit negative.

LIQUIDITY POSITION (ADEQUATE):

AIMSL: As on September 30, 2020 the company had cash and cash equivalent of Rs.12.35
Cr with no liquid investments and no working capital limits. This is considered to be
adequate as the company does not have any borrowings for its own operational purpose.

The company does not have any borrowings for its own operations.

COMPANY PROFILE

Borrower: Adani Infrastructure Management Services Ltd (AIMSL) was incorporated on 9™
June 2017’ with an aim to undertake the O&M services of majority of infrastructure
businesses of Adani Group as well as outside the Group.

AIMSL is a wholly owned subsidiary of Adani Properties Pvt. Ltd. (APPL). Mr. Karan Adani
(son of Gautam Adani) and Mr. Pranav Adani (Nephew of Gautam Adani) are on the board
of APPL.

Security Provider — Adani Transmission Ltd. (ATL):

Adani Transmission Ltd (ATL), incorporated in 2015, is the transmission and distribution
(T&D) business arm of the Adani Group. The shareholding is held 74.9% by the Promoters
and promoter group

and balance 25.1% by the general public. It is the country’s largest private-sector
transmission company with a cumulative transmission network of more than 14,739 ckt kms
ranging from 220 KV to 765 KV with a power transformation capacity of more than 23000
MVA. ATL also operates a distribution business serving about 3 million+ households in
Mumbai, through its subsidiary Adani Electricity Mumbai Ltd.
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Rs. Cr FY18 FY19 FY20
Audited Audited | Provisional
Total Operating Income 49.5 144.08 506.64
Operating Profit 6.11 7.83 33.38
INet profit 4.25 5.64 25.11
Tangible Networth 4.33 9.66 34.87
Total Debt 0 38.3 1000
Current Ratio 1.49 0.83 0.46
Security Provider — ATL
Consolidated
Rs. Cr FY19 FY20 1HFY20 [1HFY21
Audited Audited
Total Operating income 7561 11681 5446 4602
EBITDA 3017 4751 2120 2071
PAT 559 706 444 570
Tangible Networth 6468 7974 7827
Total Debt 20137 23526 21782
Gearing 3 3 3

* K %

k

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY : NA

*
»
(€

®

RATING HISTORY
Instrument Current Rating (2020) Rating History
Tenure Amount
(Long Term/ | (LK) Rating 019 2018 2017
Short Term
Current (Dec 2020) Jun-20 May-19 Jan-19
Bank Term Loan Long Term 164 AA- (CE) (Stable) | AA- (CE) (Stable) | AA- (CE)(Stable) | AA- (CE) (Stable)
Bank Term Loan Long Term 576 AA- (CE) (Stable) | BBB+(CE) (Stable) | BBB+ (CE) (Stable)
Total 740

COMPLEXITY LEVELS OF THE INSTRUMENTS

For more information, visit www.brickworkratings.com/download/ComplexitylLevels.pdf
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Hyperlink/Reference to applicable Criteria

Approach to Financial Ratios

General Criteria

Criteria on Credit Enhancement

Criteria on rating based on Group Support
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Analytical Contacts

Vidya Shankar

Senior Director - Ratings
B :080 4040 9940
vidyashankar@brickworkratings.com

Forum R Parekh
Assistant Manager - Ratings
D :+91 22 6745 6621
B :+91 22 2831 1426, +91 22 2831 1439

forum.rp@brickworkratings.com

1-860-425-2742

media@brickworkratings.com

ANNEXURE I

Details of Bank Facilities rated by BWR

SI. No. Name of the Type of Long Term [Short Term Total
Bank Facilities R Cr) R Cr) R Cr)
1. Yes Bank Ltd | Term Loan 164 - 164
2. Yes Bank Ltd. | Term Loan 576 - 576
TOTAL 740
Total Rupees Seven Hundred and Forty Crores only.
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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 11,400 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 BWR’s best judgement 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
judgement obtained from the user’s financial advisors. BWR shall not be liable to any losses incurred by the
users of these Rating 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.

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
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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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