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RATING RATIONALE
27 Nov 2020

Adani Rail Infra Pvt. Ltd.

Brickwork Ratings reaffirms the rating to the NCD issue aggregating Rs.2363 Cr of
Adani Rail Infra Pvt. Ltd. (ARIPL or the “Company”)

Particulars
Amt (Rs. Cr) Rating*
Facility / Instrument Previous | Present Tenure Previous Present
(Nov 2019) (Reaffirmation)
BWR AA- (CE) [BWR AA- (CE)
NCD 700 7001 Long Term | " g ble) (1) | (Stable) (1)
BWR AA- (CE) |BWR AA- (CE)
NCD
500 S00 | Long Term 1 qobie) (1) (Stable) (1)
BWR AA- (CE) |BWR AA- (CE)
NCD 500 500 | Long Term | cobley (1) (Stable) (1)
BWR AA- (CE) [BWR AA- (CE)
NCD 265 265 | LongTerm | o bley (1) (Stable) (1)
BWR AA- (CE) |BWR AA- (CE)
NCD 398 398 | LongTerm | g riey () (Stable) (1)
Total 2363 2363 Rs. Two Thousand Three Hundred and Sixty-three
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 and Annexure-II

(1) CE rating is based on the pledge of shares of Adani Ports and Special Economic Zone
Ltd. (APSEZ), Adani Transmission Ltd. (ATL) and Adani Enterprises Ltd. (AEL) with
the security cover of 2.0x.

RATING ACTION AND OUTLOOK:

BWR Reaffirms the rating for the NCD issues aggregating Rs.2363 Cr at BWR AA-
(CE) with stable outlook.

Standalone Rating of the Company is upgraded from BWR BB (Stable) to BWR BBB-
(Stable).

Upgrade in standalone rating factors the reduction in debt in this Company with no
repayments due for next 18 months, strategic importance of Adani Rail Infra Pvt. Ltd.
(ARIPL) to the Adani Group for being investment arm of the group used for financing the
operating companies of the group, strong parentage being part of the Adani Group which
enjoys high financial flexibility in domestic as well as international markets, demonstrated
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track record of the Group which is a global integrated infrastructure player with businesses in
key industry verticals — transport & logistics, and energy & utility, consistent improvement in
performance of key business verticals and the significant role played by ARIPL supporting
the planned achievement of the group’s vision.

The rating is however constrained by the fact that the ARIPL acts only as an investment arm
of the Group wherein the debt raised by ARIPL is extended as loans to Group companies, and
repayment for the same is expected from either refinancing or strategic equity raise or cash
flows of the operating entities, as ARIPL does not have any operating cash flows of its own
for debt servicing. Further, the increasing overall debt levels of the group without
commensurate increase in the cash-flows will be a monitorable.

For the NCDs aggregating Rs.2363 Cr, the rating factors strength of the underlying securities
which is the listed equity shares of Adani Ports and Special Economic Zone Ltd. (APSEZ),
Adani Transmission Ltd. (ATL) and Adani Enterprise Ltd. (AEL) and adequacy of promoter
holding in each of these listed entities. The rating is however constrained by increase in
pledge level of promoters holding in Adani Ports and Special Economic Zone Ltd. (APSEZ)
and Adani Transmission Ltd. (ATL) with increase in share pledge debt to around Rs.13,000
Cr expected in this quarter ending December 2020. As per the management, this increase is
an interim event for strategic purposes and the overall share pledge debt levels are expected
to revert to around Rs.8000 Cr by March 2021 through funds raised by various strategic
equity raises at various levels across the infrastructure and utility portfolio of the Group in
line with similar deals concluded in past 12 months for around Rs.12,500 Cr. Hence, the
pledge position is expected to be at a comfortable level by March 2021.

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

Adequacy of Credit Enhancement: The CE rating is based on the pledge of shares of Adani
Ports and Special Economic Zone Ltd. (APSEZ), Adani Transmission Ltd. (ATL) and Adani
Enterprises Ltd. (AEL) with a security cover of 2.0x. With the total share pledge debt levels
at around Rs.13,000 Cr, the likely share pledge positions are likely to be significantly close to
BWR’s concern levels of around 50% for entities like APSEZ and ATL. Also, the Group has
confirmed that at a portfolio level there is adequate liquidity of more than Rs.7000 Cr to be
utilised in case of adverse market movement leading to any further increase in pledge
position. Taking all things into consideration, the security available is considered adequate
for the credit enhancement.

KEY RATING DRIVERS
Credit Strengths:

Part of the Reputed Group: ARIPL 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 strategic business interests like
Solar Manufacturing, Integrated Resource Management & Mining Services, Roads and Real
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Estate. 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 last 18 months, the Group has raised around USD 5
billion from global debt capital markets and around USD 1.8 billion from 3 strategic equity
partnerships with international players like Total SA of France and Qatar Investment
Authority. Furthermore, group has six listed entities with promoters having majority equity
stakes, providing significant financial flexibility to raise resources on a need basis. The
aggregate market capitalisation of all the six listed entities was Rs.279,106 Cr, of which
market value of promoter holdings was Rs.193,480 Cr as on September 30, 2020.

Strategic Importance of ARIPL to the Group: Adani Rail Infra Pvt. Ltd. (ARIPL),
incorporated in July 2005, is 100% owned by S B Adani Family Trust through its nominees. It is into
the business of commodity trading and is the holding Company of “Sarguja Rail Corridor Pvt. Ltd. —
Rated BWR A (Positive). ARIPL also acts as an investment arm of Adani Group without any
significant cash-flows of its own and raises debt through pledge of promoter’s shares and infuses
these funds into other group companies. The repayment of these loans is dependent on the cash-flows
of the operating entities of the group, dividend or interest payouts, or refinancing. ARIPL redeemed
around Rs. 2590 Cr NCDs rated by Brickworks in FY21 through funds infused by Group companies
including promoters.

Credit Risks:

Increase in share pledge debt thereby increasing pledge position: With outstanding share
pledge debt of the group at around Rs.13,000 Cr, the pledge position is around 45% of
promoter’s holdings for APSEZ, around 40% for ATL, around 21% for AEL and around 6%
for AGEL. Any adverse movement in market conditions will lead to increase in pledge
position. Since, the management plans to reduce the share pledge debt to Rs.8000 Cr by
March 2021, the current increase in pledge position is expected to be an interim affair.

Insufficient cash flows for debt servicing: ARIPL only acts as a holding Company without
any operations of its own. Rated debts raised in ARIPL have been used for refinancing as
well to extend loans to Group companies. Repayment of these loans is expected to be done
through support from one or more of these Group companies or refinancing or strategic
equity raise by the holding 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 the overall Group level, the
debt is adequately covered through free cash-flows generation 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 plans to repay this in full by
December 2021. For the equity requirements of new businesses and support requirements for
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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 some
strategic equity raise through dilution of shareholding in various assets like AGL, AGEL, and
AEML.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

Unsupported rating of ARIPL is based taking into account Group support. The rating of the
NCDs are ‘CE’ ratings, based on the security cover of the in the form of listed equity shares
of the group companies.

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 in share pledge debt with improvement in promoter pledge position to
25% for each of the listed entities will be credit positive.

Negative: Increase in promoter pledge in any listed entity by more than 50% and more than
Rs.8000 Cr of outstanding share pledge debt as on March 31, 2021 will be credit negative.

LIQUIDITY POSITION (WEAK):

As on September 30, 2020, the Company had cash and cash equivalent of Rs.0.1 Cr. The
Company does not have any repayments or interest service obligations due in next 18
months. This being an investment arm of the group, debt servicing is dependent on cash
flows from operating companies or strategic refinancing. Further, at a group level, an overall
liquidity of at least Rs.7000 Cr is maintained at any point of time.s

STRUCTURE OF THE NCDs aggregating Rs.2363 Cr:

The NCDs raises are Rated, Unlisted, Zero-Coupon, Redeemable, Non-Convertible
Debentures (“NCDs” or “Debentures” or “Issue”) for the strategic purposes. The NCDs have
initial security cover of 2.0x by the pledge of listed equity shares of APSEZ, ATL and AEL.
The Company is required to deposit all amounts payable under the facility (including
principal and accrued premium) 15 days prior to maturity date. This addresses the liquidity
aspects to an extent, should there be a need to invoke the sale of collateral. Other covenants
are standard terms that are common for issues of this nature.

Company PROFILE

Adani Rail Infra Pvt. Ltd. (ARIPL), incorporated in July 2005, is 100% owned by S B Adani
Family Trust through its nominees. It is into the business of commodity trading. It is the
holding Company of “Sarguja Rail Corridor Pvt. Ltd. — Rated BWR A (Positive).
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Security Providers:
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+
customers in Mumbai, through its subsidiary Adani Electricity Mumbai Ltd.

CMP of its shares is Rs. 380.25 (52 weeks H/L is Rs. 380.25 and Rs. 160 respectively). As on date,
promoters are holding 74.92% of shares of which 39.5% are pledged.

Adani Ports and Special Economic Zone Ltd (APSEZ):

APSEZ is the largest private port developer and operator in the country with operations
across 10 ports (nine operational) in India. It handled around 22% of the country’s cargo
volumes in FY20. The Company has strategically located high-quality assets, with an average
remaining concession life of 25 years (except Mundra port).

CMP of its shares is Rs. 392.25 (52 weeks H/L is Rs. 392 and Rs. 200 respectively). As on
date, promoters are holding 62.46% of shares of which 45.04% are pledged.

Adani Enterprises Ltd. (AEL):
Incorporated in 1993, AEL is a part of the Adani Group, promoted by Mr. Gautam Adani.

On a standalone basis, the Company is primarily engaged in Integrated Coal Management
(ICM) i.e coal trading and logistic services, Coal Mine Developer & Operator (MDO)
business and power trading business. AEL has diverse interests through its direct and
stepdown subsidiaries. On a consolidated basis AEL has evolved into a diversified Company
engaged in other businesses including Solar PV cell and module manufacturing business,
agro-processing (including sale of edible oil under the brand name "Fortune') & storage,
commodities trading and oil & gas exploration. AEL is also entering new businesses like road
projects, water treatment plants, data center and airports.

CMP of its shares is Rs. 407.20 (52 weeks H/L is Rs. 407.2 and Rs. 250 respectively). As on
promoters are holding 74.92% of shares of which 21.45% are pledged.
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KEY FINANCIAL INDICATORS (in INR Cfrs) —

Borrower - ARIPL

IARIPL FY19 FY20

Rs. Cr Audited Audited
Total Income 602 1643
Operating Profit 276 818
INet Profit -34 -75
Total Debt 7767 7380
CCDs included in Total Debt 2341 2340
Net Debt 5426 5040
TNW 27 -48

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
Security Provider — APSEZ

FY19 FY20 1HFY20 |1HFY21
Total Operating Income 12288 13734 5616 5195
EBITDA 7954 7801 4561 4186
INet Profit 4045 3785 2088 2151
Total Debt 27188 29462 34367
Loan from Promoters
Net Debt 27188 29562 34367
Tangible Networth 19408 20577 22840
Gearing 1.4 1.4 1.5
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Security Provider — AEL
Adani Enterprises Ltd. Consolidated
1HFY2 1HFY2
Rs. Crore FY19 FY20 0 1
Total Income 40951 44086 19312 14814
EBITDA 2541 2968 1436 1252
Net Profit 717 1138 560 370
Total Debt 11242 9838 12419
Tangible Net Worth 11891 14212 13594
Gearing 0.9 0.7 0.9
Current Ratio 1 1 1.01
NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY : NA
RATING HISTORY
SI. No. | ™ t::lrg'UF Current Rating (Year 2020) Nov19 Mar-19 Sep18 Jun-18
Type Amount
(Long
Temm/Short (Rs Crs) Nov-20 Apr-20
Term)
BWRAA-(CE) | BWRAA-(CE) | BWRAA- (CE)
! NCD Long Term 398 (Stable) (Stable) (Stable)
BWRAA-(CE) | BWRAA-(CE) | BWRAA- (CE)
2 NCD Long Term 700 (Stable) (Stable) (Stable)
BWRAA-(CE) | BWRAA-(CE) | BWRAA-CE) | BWRAACE)
3 NCD Long Term 500 (Stable) (Stable) (Stable) (Stable)
BWRAA-(CE) | BWRAA-(CE) | BWRAA~CE) | BWRAA~CE)
4 NED Long Tem 500 (Stable) (Stable) (Stable) (Stable)
BWRAA-(CE) | BWRAA-(CE) | BWRAA~CE) | BWRAACE)
5 NCD Long Term 265 (Stable) (Stable) (Stable) (Stable)
Total 2363 Two Thousand Three Hundred Sixty Three Crore Only
| 2019 2018
Instrumen
S1. No. t/Facility Current Rating (Year 2020) Sep-19 Mar-19 Sep-18 Jun-18
Type Amount
(Long , Rating
Tenm/ Short (Rs Crs)
Term)
B BWR AA- (CE)
1 NCD Long Term 54 ‘Withdrawn (Stable)
. BWRAA- (CE)
2 NCD Long Term Withdrawn (Stable)
. BWE AA-(CE) | BWR AA-CE)
3 NCD Long Term 85 Withdrawn (Stable) (Stable)
. ] BWRAA-(CE) [BWRAA-(CE) [BWRAA-(CE)
4 NCD Long Term 1000 Withdrawn (Stable) (Stable) (Stable)
] BWRAA-(CE) | BWRAA-(CE) | BWRAA- (CE) | BWR AA- (CE)
5 NCD | Long Term 480 Withdrawn (Stable) (Stable) (Stable) (Stable)
~ BWR A+ (CE) | BWRA+(CE) | BWRA+(CE) | BWR A+ (CE)
6 NCD ] Long Term 299 Withdrawn (Stable) (Stable) (Stable) (Stable)
; y BWRA+(CE) | BWRA+(CE) | BWRA+(CE) | BWR A+ (CE)
' NCD | Long Term 624 Withdrawn (Stable) (Stable) (Stable) (Stable)
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COMPLEXITY LEVELS OF THE INSTRUMENTS

For more information, visit www.brickworkratings.com/download/Complexityl evels.pdf

Hyperlink/Reference to applicable Criteria

e Approach to Financial Ratios

e General CriteriaCriteria on Credit Enhancement

e Ratings Based on Group Support

Analytical Contacts
Forum R Parekh
Assistant Manager - Ratings Vidya Shankar
D :+91 22 6745 6621 Senior Director - Ratings
B :+91 22 2831 1426, +91 22 2831 1439 B :080 4040 9940
forum.rp@brickworkratings.com vidyashankar@brickworkratings.com
1-860-425-2742 | media@brickworkratings.com
ARIPL
ANNEXURE I

Annexure I
Details of the NCDs rated by BWR

Instrumen

¢ ISIN Amt (Rs. Cr) | Pay-in Date Maturity Coupon

Zero Coupon
NCD INEOOU207127 398 | 26-Sep-19 29-Apr-22 with Premium

Redemption

Zero Coupon
NCD INEOOU207133 700 05-Jul-19 05-May-23 with Premium
Redemption

Zero Coupon
NCD INEOOU207077 265 | 29-Mar-19 07-Apr-22 with Premium

Redemption

Zero Coupon
NCD INEOOU207069 500 | 29-Mar-19 29-Apr-23 with Premium

Redemption

Zero Coupon
NCD INEO0U207093 500 [ 29-Mar-19 29-Apr-23 with Premium

Redemption

Total 2363
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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
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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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