






















NOV 2018

Vishal Kotecha

India Ratings and Research (Ind-Ra) has affirmed Nagpur Seoni Express Way Limited’s (NSEWL) senior, secured, redeemable non-
convertible debentures (NCDs) as follows:

Instrument

Type

Date of

Issuance

Coupon Rate Maturity

Date

Size of Issue

(million)

Rating/Outlook Rating

Action

NCDs** - 8.8% (weighted
average)

February
2027

INR1,950* IND
AAA(SO)/Stable

Affirmed

*amount outstanding on 19 November 2018 was INR1,67.65 million
** details in Annexure

The affirmation reflects the continuing timely receipt of annuities from National Highways Authority of India (NHAI; ‘IND AAA’/Stable), adequate
built-in liquidity in the form of a debt service reserve account (DSRA) and increased annuity due to a favourable arbitration award. The
increased annuity has propped up the debt service coverage ratio. Although the sponsor has undertaken to meet any jump in operations and
maintenance (O&M) costs and lifecycle costs above the base case plan, the agency believes that the additional annuity would provide additional
cushion to meet any cost overruns in O&M and life cycle costs in FY22 and FY27. Any increased reliance on the sponsor and higher debt would
be a rating sensitivity

PROJECT PROFILE

Part  of  the Sadbhav Group,  NSEWL has implemented and operates  a four-lane 27.73km road stretch from Seoni  bypass  to  the Madhya
Pradhesh-Maharashtra Border on NH7 on an annuity basis for a 20-year concession period.

Of the total project stretch of 56.48km, a certain length falls under a reserve forest area and at the periphery of Pench Tiger Reserve in Madhya
Pradesh. Due to the prolonged delay in the clearance of land, NHAI had delinked this stretch from the scope of work and reduced the semi-
annual annuity to INR191.9 million from INR354 million, payable half-yearly. Subsequently in November 2018, the company has received a
favourable arbitration award of additional annuity of INR26 million and a lump sum of INR718.05 million.

NSEWL achieved commercial operations in May 2010. The project with the revised scope was completed at a cost of INR2.78 billion, which was
62% funded through foreign currency debt and 38% through promoter contribution. The foreign currency debt had been replaced through
fixed-rate NCDs.

FINANCIAL SUMMARY

Particulars FY18 FY17

Revenue from operations (INR million) 35.60 238.74
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Total income (INR million) 180.75 394.20

EBITDA (INR million) 146.2 177.99

EBITDA margin (%) 80.88 45.15

Source: Company

Stable Availability-Based Payments: A stable revenue profile from a strongly rated counterparty lends strength to the rating. The project
has been operational from FY14 and has received annuities without any performance-related deductions for the last four years. Although the
concession agreement stipulates performance deductions (such as lane non-availability) in annuity payments, NSEWL’s track record of receiving
full and timely annuity payments and the group’s track record in operating highway projects mitigate availability-related risks. Ind-Ra expects
NSEWL to continue receiving fixed and pre-agreed semi-annual annuities in accordance with the concession agreement in May and November
each year.

Additional Annuity Receipts Favour Coverage Ratios: The project will receive a two-part claim – a lump sum amount of INR718.05 million
and additional semi-annual annuity of INR26 million. The management expects to pay-off the sponsors from the lump sum portion which the
agency has not considered in its analysis. Although there is a provision to borrow additionally by securitising cash flows, this would be separately
evaluated and is a rating sensitivity. The additional annuity enhances the coverage ratios and would be an added source to build the major
maintenance reserve.

Sponsor Undertakings: The sponsor has undertaken to meet O&M and major maintenance costs higher than the base case plan. These fund
injections would be a subordinated facility with no rights to call an event of default. Also, the sponsor would provide a bank guarantee equal to
15% of the annuity or higher sum as indicated by the independent consultant during the last two years of the project concession. Therefore,
any significant deterioration in the sponsor’s profile would be a rating sensitivity.

Increase in O&M Costs: The project has a fixed price O&M contract until the concession tenor end and there is a sponsor undertaking to
bridge any increased costs. However, the operating expenses in FY18 were higher than the base case plan by 12.5%. The management asserts
that these were due to high professional fees for arbitration proceedings and the costs would recede, according to the agreements. The agency
would monitor the costs for the upcoming years and the timely sponsor support to meet such surges. Also, the covenant in the concession
agreements relating to the replacement of the operator in the event of any material breach of obligations is supported by the availability of
adequate operators in the market.

Debt Structural Features: The project has a created DSRA of INR150 million equivalent to two quarters of debt service (of which INR135.5
million is in form of a bank guarantee) and reserve of INR47.5 million for major maintenance as of October 2018. The excess cash would be
used to create an additional major maintenance reserve including a reserve of INR85 million for major maintenance in FY22. An advance
segregation of over 60 days between the receipt of annuity and redemption of NCDs (February and August each year) for any potential
procedural delays is a credit positive. A 10-month tail period, though lower, is comparable to other Ind-Ra-rated annuity road projects.

Negative: Following aspects would individually or collectively could result in a rating downgrade:
- a continued increase in O&M costs, not supported by the sponsors
- deterioration in the sponsor’s credit profile
- a breach in the sponsor’s undertakings
- additional gearing
- any performance deductions, depletion of DSRA and counterparty’s credit quality weakening

Instrument Type Current Rating Historical Rating/Outlook

Rating Type Size of Issue
(million)

Rating 15 June 2017 30 May 2016

NCDs Long-term INR1,950 IND AAA(SO)/Stable IND
AAA(SO)/Stable

IND AAA(SO)/Stable
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Instrument ISIN
Number

Date of Issue Coupon Rate (%) Maturity date Issue Size (million) Rating/Outlook Rating Action

NCDs INE626J07012 15 December
2015

8.72 1 February
2025

INR906.5 IND AAA(SO)/Stable Affirmed

NCDs INE626J07079 15 December
2015

8.91 1 February
2019

INR40 IND AAA(SO)/Stable Affirmed

NCDs INE626J07087 15 December
2015

8.91 1 August 2019 INR40 IND AAA(SO)/Stable Affirmed

NCDs INE626J07095 15 December
2015

8.91 1 February
2020

INR40 IND AAA(SO)/Stable Affirmed

NCDs INE626J07103 15 December
2015

8.91 1 August 2020 INR40 IND AAA(SO)/Stable Affirmed

NCDs INE626J07111 15 December
2015

8.91 1 February
2021

INR40 IND AAA(SO)/Stable Affirmed

NCDs INE626J07129 15 December
2015

8.91 1 February
2025

INR70 IND AAA(SO)/Stable Affirmed

NCDs INE626J07137 15 December
2015

8.91 1 August 2025 INR120 IND AAA(SO)/Stable Affirmed

NCDs INE626J07145 15 December
2015

8.91 1 February
2026

INR120 IND AAA(SO)/Stable Affirmed

NCDs INE626J07152 15 December
2015

8.91 1 August 2026 INR130 IND AAA(SO)/Stable Affirmed

NCDs INE626J07160 15 December
2015

8.91 1 February
2027

INR130 IND AAA(SO)/Stable Affirmed

For details on complexity level of the instruments please visit www.indiaratings.co.in/complexity-indicators.

Additional information is available at www.indiaratings.co.in. The ratings above were solicited by, or on behalf of, the issuer, and therefore,
India Ratings has been compensated for the provision of the ratings. 

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make or hold any investment,
loan or security or to undertake any investment strategy with respect to any investment, loan or security or any issuer.

About India Ratings and Research:  India Ratings and Research (Ind-Ra) is India's most respected credit rating agency committed to
providing India's  credit  markets accurate,  timely and prospective credit  opinions.  Built  on a foundation of  independent  thinking,  rigorous
analytics, and an open and balanced approach towards credit research, Ind-Ra has grown rapidly during the past decade, gaining significant
market presence in India's fixed income market. 

Ind-Ra currently maintains coverage of corporate issuers, financial institutions (including banks and insurance companies), finance and leasing
companies, managed funds, urban local bodies and project finance companies. 

Headquartered in Mumbai, Ind-Ra has seven branch offices located in Ahmedabad, Bengaluru, Chennai, Delhi, Hyderabad, Kolkata and Pune.
Ind-Ra is recognised by the Securities and Exchange Board of India, the Reserve Bank of India and National Housing Bank. 

India Ratings is a 100% owned subsidiary of the Fitch Group.
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For more information, visit www.indiaratings.co.in.

ALL CREDIT RATINGS ASSIGNED BY INDIA RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS. PLEASE READ THESE
LIMITATIONS AND DISCLAIMERS BY FOLLOWING THIS LINK:  HTTPS://WWW.INDIARATINGS.CO.IN/RATING-DEFINITIONS.  IN  ADDITION,
RATING  DEFINITIONS  AND  THE  TERMS  OF  USE  OF  SUCH  RATINGS  ARE  AVAILABLE  ON  THE  AGENCY'S  PUBLIC
WEBSITE WWW.INDIARATINGS.CO.IN. PUBLISHED RATINGS, CRITERIA, AND METHODOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL
TIMES. INDIA RATINGS’ CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER
RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT SECTION OF THIS SITE.

Rating Criteria for Infrastructure and Project Finance
Rating Criteria for Availability-Based Projects
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