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Term Loans 220.0

Upgraded to [ICRA]JAA-(Stable)
from [ICRA]A+(Stable)

*Instrument details are provided in Annexure-1
Rating Action

ICRA has upgraded the long-term rating to [ICRA]JAA- (pronounced ICRA double A minus) from
[ICRA]JA+ (pronounced ICRA A plus) for Rs. 220 crore® term loan of Delhi Aviation Fuel Facility
Private Limited (DAFFPL)*. The outlook on the rating is Stable

Rationale

The rating upgrade takes into consideration healthy revenue growth of DAFFPL in 9MFY2017 driven by
around 10% yoy growth in fuel offtake given the overall growth in aircraft traffic at Delhi Airport.
Further the rating factors in the track record of continuation of the prevailing tariff of Rs. 755/kl. The
rating also continues to factor in the strong financial profile enjoyed by the company with healthy
operating margins and net margins. Further healthy internal accrual generation coupled with scheduled
debt repayment has led to gradual improvement in debt coverage metrics. Its gearing has improved to 0.4
times as on December 31, 2016 from 0.5 times as on March 31, 2016 and its interest coverage has
improved to 8.7 times in 9MFY2017 from 7.5 times in FY2016 and its Debt/OPBDITA has improved
from 1.2 times to 1.1 times during the same period. Moreover the rating continues to derive strength from
low business risks of its core business of providing fuel facilities at the Delhi airport, and strong promoter
profile of the company® along with shareholding by the airport operator Delhi International Airport
Private Ltd. (DIAL).

However, the rating of the company is constrained by exposure to regulatory risk with respect to tariff
determination as the current tariff is in force till March 2017 after which the tariff for future years is to be
decided by the Airports Economic Regulatory Authority (AERA); and sensitivity of DAFFPL’s cash
flows to fluctuation in fuel throughput volumes which in turn is exposed to slowdown in aircraft traffic
movement. The rating also continues to factor in the cash outflows in the form of dividend payouts.

Going forward, any adverse tariff order by the regulator would be a key rating sensitivity along with cash
outflows related to dividend and security deposits payouts, and trends of throughput volume.

1100 lakh = 1 crore = 10 million

T For complete rating scale and definitions, please refer to ICRA’s website wwwe.icra.in or other ICRA Rating Publications
2 The shareholding pattern is: Indian Oil Corporation Ltd. - 37%, Bharat Petroleum Corporation Ltd. - 37% and Delhi
International Airport Pvt. Ltd. - 26%
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Key rating drivers

Credit Strengths

e Strong promoter profile — 37% shareholding each, is held by Indian Qil Corporation Ltd. (IOCL)
(rated [ICRAJAAA(Stable)/[ICRA]AL+), and Bharat Petroleum Corporation Ltd. (BPCL). Delhi
International Airport Private Ltd. (DIAL) (rated [ICRA]AA-(Stable)/[ICRA]JAL+) which is the airport
operator, holds 26% stake, thereby mitigating the operations risks for DAFFPL. IOCL and BPCL are
also the key users of the facility thereby reducing business risk.

e Competitive advantage on account of being the sole service provider of fuel facility at the Delhi
airport.

e Robust internal accrual generation with infrastructure charges @ Rs. 755/kl. Going forward as well,
the internal accrual generation is expected to be robust if infrastructure charges continue at Rs. 755/Kl,
leading to robust debt coverage indicators.

Credit Weakness

e Regulatory risks over future tariff determination by the Airport Economic Regulatory Authority
(AERA)

e Vulnerability of revenue to aircraft traffic at the airport. Any decline in aircraft traffic at Delhi airport
may result in decline in volume of fuel off-take leading to decline in company’s revenues and
impacting its profitability

e Consistent cash outflows in the form of regular dividend payout and additional security deposit to
DIAL

Description of key rating drivers highlighted above:

DAFFPL has a strong promoter profile with IOCL and BPCL holding 37% stake each and remaining 26%
held by the airport operator i.e. DIAL. IOCL and BPCL have high financial flexibility, sizeable sovereign
ownership and occupy strategically important position in the Indian energy sector. Moreover, these
companies are the key eventual customers of the fuel facility at the Delhi Airport though the transactions
are carried out at arm’s length prices. In addition DIAL’s status as an airport operator and its shareholding
in DAFFPL mitigates the operations risks for DAFFPL.

The revenues of DAFFPL primarily comprise the infrastructure charges which are levied per kiloliter (ki)
of aviation turbine fuel (ATF) which is dispensed at the Delhi airport. Thus, the revenue generation is
directly dependent on the aircraft traffic level at the airport. The company enjoys a significant competitive
advantage, as it is the sole concessionaire to operate the fuel facilities at the airport. The total aircraft
traffic has been on overall rising trend since FY2001. However any adverse movement in aircraft traffic
may lead to lower fule offtake and hence lower revenues for the company.

The tariff charged by DAFFPL is governed by AERA exposing the company to regulatory risk. The
AERA, vide its order dated September 11, 2012 (issued on October 22, 2012) approved the infrastructure
charge to be levied at Rs. 755/kl for the first regulatory control period (April 1, 2011 to March 31, 2016).
Thereafter AERA, vide it subsequent orders extended the levy of existing tariff till March 31, 2017.
Going forward the revenue generation and profitability of the company would depend on the tariff orders
passed by AERA.

Over last few years company has reported healthy revenue growth and strong internal accrual generation
which company has distributed by way of dividends. Further company is required to keep security deposit
which is updated at regular intervals depending on the fuel offtake at the airport. Consequently company
has witnessed sizeable cash outflows over last few years towards dividend payout and security deposit.



ICRA

Analytical approach:
Not Applicable

Links to applicable Criteria
Corporate Credit Ratings: A Note on Methodology

About the Company:

Delhi Aviation Fuel Facility Pvt. Ltd. (DAFPPL) is promoted by Indian Oil Corporation Ltd. (IOCL, 37%
stake), Bharat Petroleum Corporation Ltd. (BPCL, 37% stake) and Delhi International Airport Pvt. Ltd.
(DIAL, 26% stake) to develop and maintain the aviation fuel facilities at Terminal 3 (T3), cargo terminal
and the earlier Terminal 2 (T2) at the Indira Gandhi International Airport at Delhi. The concession has
been granted by DIAL to DAFFPL for a period of 25 years starting from July 28, 2010, when T3 became
operational. Aviation fuel facility comprises the infrastructure used for supply of Aviation Turbine Fuel
(ATF) to the air carriers at the airport. Indian Oil Skytanking Ltd. (IOSL) is the Operator of the fuel
facility.

The Infrastructure Charge of DAFFPL for use of the facility is subject to regulation by the AERA. The
AERA, vide its order dated September 11, 2012 (issued on October 22, 2012) approved the infrastructure
charge to be levied at Rs. 755/Kl for the first regulatory control period (April 1, 2011 to March 31, 2016).
Thereafter AERA, vide it subsequent orders extended the levy of existing tariff till March 31, 2017.
Status of non-cooperation with previous CRA: Not Applicable.

Any other information: Not Applicable.
Rating History for last three years:

Table: Rating History

Name of Current Rating Chronology of Rating History for the past
Instrument 3 years
S. Type Rated Month - Month - Month - Month - Month -
No. amount year & year & year & year &
: year & L L L
(Rs. rating rating Rating in Rating in Rating in
Crores) FY2016 FY2015 FY2014
Long Mar 2017 Oct 2016 Sep 2015 Sep 2014 Sep 2013
1 Term loans term 220.0 [ICRAJAA- | [ICRA]JA+ [ICRA]A+ ICRAJA ICRA]A-
' (Stable) (Stable) (Stable) (Stable) (Stable)

Complexity level of the rated instrument:

ICRA has classified various instruments based on their complexity as "Simple", "Complex™ and "Highly
Complex". The classification of instruments according to their complexity levels is available on the
website www.icra.in
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http://www.icra.in/
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Annexure-1

Details of Instruments

Name of the Date of Coupon Maturity Size of the Current Rating and
instrument issuance rate Date issue (Rs. Cr) Outlook
Term Loans Jul 2010 8.6% June 2022 220.0 [ICRA]A+ (Stable)

Source: Delhi Aviation Fuel Facility Limited
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and
financial services companies as an independent and professional investment Information and Credit
Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a
Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock
Exchange. The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest
shareholder.

For more information, visit www.icra.in
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shall not be liable for any losses incurred by users from any use of this publication or its contents.



mailto:aghosh@icraindia.com
mailto:aghosh@icraindia.com
mailto:shivakumar@icraindia.com
http://www.icra.in/

ICRA

Registered Office
ICRA Limited

1105, Kailash Building, 11th Floor, 26, Kasturba Gandhi Marg, New Delhi 110001

Tel: +91-11-23357940-50, Fax: +91-11-23357014

Corporate Office

Mr. Vivek Mathur

Mobile: +91 9871221122
Email: vivek@icraindia.com

Building No. 8, 2nd Floor, Tower A, DLF Cyber City, Phase Il, Gurgaon 122002
Ph: +91-124-4545310 (D), 4545300 / 4545800 (B) Fax; +91- 124-4050424

Mumbai

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

3rd Floor, Electric Mansion

Appasaheb Marathe Marg, Prabhadevi
Mumbai—400025,

Board : +91-22-61796300; Fax: +91-22-24331390

Kolkata

Mr. Jayanta Roy

Mobile: +91 9903394664
Email: jayanta@icraindia.com

A-10 & 11, 3rd Floor, FMC Fortuna

234/3A, A.J.C. Bose Road

Kolkata—700020

Tel +91-33-22876617/8839 22800008/22831411,
Fax +91-33-22870728

Chennai

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

5th Floor, Karumuttu Centre

634 Anna Salai, Nandanam
Chennai—600035

Tel: +91-44-45964300; Fax: +91-44 24343663

Bangalore

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

"The Millenia’

Tower B, Unit No. 1004,10th Floor, Level 2 12-14,1 & 2,
Murphy Road, Bangalore 560 008

Tel: +91-80-43326400; Fax: +91-80-43326409

Ahmedabad

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

907 & 908 Sakar -Il, Ellisbridge,

Ahmedabad- 380006

Tel: +91-79-26585049, 26585494, 26584924; Fax:
+91-79-25569231

Pune

Mr. L. Shivakumar

Mobile: +91 9821086490

Email: shivakumar@icraindia.com

5A, 5th Floor, Symphony, S.No. 210, CTS 3202, Range
Hills Road, Shivajinagar,Pune-411 020

Tel: + 91-20-25561194-25560196; Fax: +91-20-
25561231

Hyderabad

Mr. Jayanta Chatterjee
Mobile: +91 9845022459
Email: jayantac@icraindia.com

4th Floor, Shobhan, 6-3-927/A&B. Somajiguda, Raj
Bhavan Road, Hyderabad—500083
Tel:- +91-40-40676500



mailto:vivek@icraindia.com

