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CARE REAFFIRMS THE RATING ASSIGNED TO THE NON-CONVERTIBLE BONDS OF
ANDHRA PRADESH POWER GENERATION POWER CORPORATION LIMITED

Rating
Facilities Amount Ratings! Remarks
(Rs. crore)
7.8% Unsecured Non-Convertible 75.68 CARE A (SO) Reaffirmed
Bonds (Series I1I) @ (reduced from 132.44) ((Single A [Structured
Obligation])
[otal Facilities 75.68

@ backed by unconditional irrevocable guarantee extended by the Government of Andhra Pradesh (GoAP)
Rating Rationale

The rating of the above bonds is based on the credit enhancement in the form of an unconditional
irrevocable guarantee extended by the Government of Andhra Pradesh supported by a structured
payment mechanism, for timely servicing of interest and principal repayments.

The Government of Andhra Pradesh (GoAP) has maintained a stable financial position over the
years. On the positive front, the key financial parameters comprise the persistent revenue surplus
position and improving debt ratios. Besides, the fiscal ratios are well within the prescribed norms set
by Andhra Pradesh Fiscal Responsibility and Budget Management (APFRBM) and Thirteenth
Finance Commission (ThFC). However, the high committed expenditure continues to be a concern. In
addition, the reliance of the government on grants from the centre continues to increase, which
though an entitlement does make the finances dependent on the performance of the Union Budget.

Going ahead, the impact of the reorganization of the state of Andhra Pradesh on the finances of the
government and other investment activities needs to be monitored.

Background

Andhra Pradesh Power Generation Corporation Limited (APGENCO) is a GoAP-entity involved in
the generation of power. Consequent to the reforms undertaken by the GoAP in 1998 in the power
sector, the erstwhile APSEB (Andhra Pradesh State Electricity Board - formed in 1959) was
unbundled and restructured into APGENCO and Transmission Corporation of Andhra Pradesh Ltd
(APTRANSCO), thus separating the activities relating to Generation and Transmission and
Distribution of power. All the generating stations owned by APSEB were transferred to APGENCO,
while the transmission and distribution business of APSEB was transferred to APTRANSCO. Later in
2000, the transmission and distribution activity was further unbundled with transmission remaining
with APTRANSCO and distribution was allocated to the newly formed four distribution companies.
APGENCO came into existence on December 28, 1998, and commenced operations from February 1,
1999. Apart from power generation, the company also does execution of the ongoing and new power
projects under capacity addition programme, renovation and modernization of old power stations
and conduct of operations and maintenance of power plants.

During FY13 (refers to the period April 1 to March 31), APGENCO earned a PAT of Rs.437 crore on a
total income of Rs.13,414 crore.

'Complete definitions of the ratings assigned are available at www.careratings.com and other CARE
publications
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CARE has classified instruments rated by it on the basis of complexity. This classification is available at
www.careratings.com. Investors/market intermediaries/requlators or others are welcome to write to
care@careratings.com for any clarifications.

Disclaimer

"ARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew,
lisburse or recall the concerned bank facilities or to buy, sell or hold any security. CARE has based its
atings on information obtained from sources believed by it to be accurate and reliable. CARE does
1ot, however, guarantee the accuracy, adequacy or completeness of any information and is not
esponsible for any errors or omissions or for the results obtained from the use of such information.
Vlost entities whose bank facilities/instruments are rated by CARE have paid a credit rating fee,
ased on the amount and type of bank facilities/instruments.
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