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July 5, 2017
Rating
Facilities Amount (Rs. crore) Rating’ Rating Action
Long-term Bank 164.84 CARE BB+; Stable Revised from CARE BB; Stable
o (Double B Plus; Outlook:
Facilities Stable) (Double B; Outlook; Stable)
164.84

Total (Rupees One Hundred Sixty Four

crore and Eighty Four Lakh only)

Details of facilities in Annexure-1

Detailed Rationale

The revision in the rating assigned to the bank facilities of Mahakaleshwar Tollways Private Limited is on account of
improvement in toll collection since Q4FY17, proposed upward revision in toll rate w.e.f. September 01, 2017 and
measures taken to eliminate unlawful exemption on vehicles. The rating continues to be constrained by loss of revenue
due to suspension of toll collection for part of FY17 (refers to the period April 01 to March 31), weak financial
performance in FY17, non-payment of premium to Madhya Pradesh Road Development Corporation Ltd (MPRDC),
revenue risk associated with toll-based projects, adverse traffic mix and operational and maintenance risk for the road
stretch. The rating, however, derives strength from the experience of the promoters, maintenance of DSRA, low threat
from alternative routes and benefits expected from the development of adjoining highways.

The ability of the company to achieve growth in toll revenue as envisaged, any adverse impact of non-payment of
premium to MPRDC and funding of major maintenance of road shall be the key rating sensitivities.

Detailed description of the key rating drivers

Key Rating Weaknesses

Revenue risk associated with toll-based projects

Revenue in a toll-based road project is dependent on rate of traffic growth, traffic-mix and growth in toll rates. Being a
toll-based project, MTPL is associated with the inherent revenue risks arising from toll rate revision and traffic
fluctuations thereby translating into unpredictable cash inflows.

The company incurred cash loss during the past three years in view of lower than envisaged toll collection due to weak
traffic flow.

After being impacted by demonitisation, the toll collection has improved since January 2017. Monthly toll collection
during Jan-May 2017 have been approximately Rs.2.0 crore which is sufficient to meet the opex and interest servicing
during the period. Further, the company has increased its tollable traffic base w.e.f. May 24, 2017 by reducing the
exempted vehicles through various means, which shall provide growth to the revenue. Moreover the toll rate shall be
revised upward (by approximately 8%) w.e.f. September 01, 2017, which is expected to increase the revenue in H2FY18.

Adverse traffic mix with higher share of passenger cars and LCVs
The share of passenger cars and LCVs have consistently been on the higher side, accounting for over 75% of total traffic as

Ujjain is place of Pilgrimage with balance traffic contributed by buses, trucks and MAVs. Gujarat and Maharashtra has
already exempted toll of cars on state highways. In the event of implementation of similar policy by Government of
Madhya Pradesh, toll collection can be adversely affected.

Operation and maintenance risk
MTPL has entered into an O&M contract with Kosher Infrastructure Private Limited (KIPL) for carrying out the toll

collection activities in accordance with the concession agreement w.e.f. June 01, 2016. However due to continuous losses
for the company, it has not created any major maintenance reserve account.

Non-payment of premium to MPRDC
As per the concession agreement, MTPL has to pay a premium of 26.38% of the total realizable fee for the first year post

achievement of COD of the project. However, due to persistent losses faced by the project since the date of its achieving
COD, this fee was not been paid by MTPL.

Key Rating Strengths

1Complet‘e definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.
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Experienced promoters

MTPL was promoted by SREI Infrastructure Finance Ltd (through Bharat Road Network Ltd (BRNL), 48%), Varaha Infra
Limited (VIL, 26%), Galfar Engineering & Contracting SAOG, Oman (GEC, 26%). The promoters have demonstrated support
operationally as well as financially by providing corporate guarantee on behalf of MTPL and also by bringing in unsecured

loans from time to time.

Compensation for suspension of tolling

MTPL was directed by the Concessioning Authority (CA), to suspend the toll collection during April and May 2016 due to
Simhastha Festival in Ujjain. Due to heavy flow of traffic during these two months, the loss of revenue is estimated to be
Rs.10.14 crore and MTPL has claimed reimbursement for the same from MPRDC. The toll collection was again suspended
for a period of 23 days due to demonetization in November 2016. MTPL has claimed Rs.4.62 crore for the same from
MPRDC. Receipt of adequate and timely compensation from MPRDC shall remain crucial.

Low threat from alternate routes
As per the CA, neither MPRDC nor any Government shall at any time before the 10th anniversary of the Appointed Date

(that is May 26, 2009), construct or cause to be constructed any Competing Road.

Development of the SEZ in Pithampur and adjoining highways to benefit the company going forward

Indore is also expected to attract lot of investment with proposed development of SEZ in Pithampur (25 kms from
Indore). An 8 lane expressway is being constructed from Airport to the Project highway (Indore-Ujjain), by Indore
Development Authority in order to save time and reduce congestion by bypassing the city traffic of Indore. Once the road
from Indore Airport to Project highway gets completed, this will attract traffic which is currently originating from
Pithampur SEZ for Rajasthan, Punjab and Haryana and is plying through longer routes via Dewas and Biaora.

Analytical approach: Standalone

Applicable Criteria
Criteria on assigning Outlook to Credit Ratings

CARE’s Policy on Default Recognition

Financial ratios — Non-Financial Sector

Rating Methodology - Infrastructure Sector Ratings

Rating Methodology for Toll Road Projects

About the Company

Mahakaleshwar Tollways Private Limited (MTPL), promoted by a consortium of SREI Infrastructure Finance Ltd (SREI
through Bharat Road Network Ltd (48%)), Galfar Engineering & Contracting SAOG, Oman (GEC; 26%) and Varaha Infra
Limited (VIL; 26%), is a Special Purpose Vehicle (SPV) to undertake the four-laning, strengthening and up-gradation of the
Indore-Ujjain Section of SH-27 (49 km), in the State of Madhya Pradesh (MP), on Build, Operate and Transfer (BOT) — Toll
basis. The project, awarded by Madhya Pradesh Road Development Corporation Limited (MPRDC), was completed in Oct.
2010 and the commercial date of operation (COD) was announced on Feb 17, 2011. The Concession Agreement (CA) was
executed between MTPL (Concessionaire) and MPRDC on September 17, 2008 for a concession period of 25 years.

MTPL incurred a loss of Rs.14.76 crore in FY17 (loss of Rs.16.87 crore in FY16) on an operating income of Rs.18.59 crore in
FY17 (Rs.22.46 crore in FY16).

Status of non-cooperation with previous CRA: Not Applicable
Any Other Information: Nil
Rating History (Last three years): Please refer Annexure-2

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This
classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome to write to
care@careratings.com for any clarifications.

Analyst Contact

Name: Ms. Richa Bagaria

Tel: 033-4018 1653

Cell: +91 99034 70650

Email: richa.jain@careratings.com
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**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating
agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit
Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market
built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to raise capital
for their various requirements and assists the investors to form an informed investment decision based on the credit risk and their own
risk-return expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed by the

methodologies congruent with the international best practices.

Disclaimer

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

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in case of withdrawal of
capital or the unsecured loans brought in by the partners/proprietor in addition to the financial performance and other relevant
factors.

Annexure 1

Details of Facilities:-

Name of the Date of Coupon Maturity Size of the Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Fund-based - LT-Term Loan March 2030 164.84 CARE BB+; Stable
Annexure 2
Rating History:-
Sr. Name of the Current Ratings Rating history
No. Instrument/Bank Type Amount Rating | Date(s) & | Date(s) & | Date(s) & | Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in | assigned in | assigned in | assigned in
2017-2018 | 2016-2017 | 2015-2016 | 2014-2015
1. |Fund-based - LT-Term LT 164.84 CARE - 1)CARE BB; -
Loan BB+; Stable
Stable (24-Feb-17)
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E-mail: ankur.sachdeva@careratings.com

Mr. Saikat Roy
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E-mail: saikat.roy@-careratings.com
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