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Summary of rated instruments

Previous Rated Amount Current Rated Amount

Instrument (Rs. crore) (Rs. crore) Rating Action

Term Loans 15.50 10.50 [ICRA]BBB- (Stable); Reaffirmed
Non-fund Based Limits 1.00 1.00 [ICRA]BBB- (Stable); Reaffirmed
Total 16.50 11.50

Rating action:

ICRA has reaffirmed the long-term rating of [ICRA]BBB- (pronounced ICRA triple B minus) to the Rs. 11.50-crore? (earlier
Rs. 16.50-crore) term loans and non-fund based limits of Khatu Shyam Ji Tollways Private Limited. (KSJTPL).2 The outlook
on the long-term rating is Stable.

Rationale:

The rating reaffirmation takes comfort from the adequate toll collections in the project which, along with reducing debt
servicing obligations (flat debt repayment), are expected to strengthen the debt-coverage ratio going forward. The rating
continues to take comfort from the operational status of the project with a track record of about five years of toll
collection, increase in toll rates not linked to inflation (fixed increase by 10% after every two years), and importance of
the project stretch. The rating also continues to take support from structural mechanisms, such as the presence of an
escrow mechanism for toll collection that provides a ring-fencing of cash flows and provision of debt servicing reserve
account (DSRA) with three months of debt-servicing obligation and adequate liquidity. The rating also takes comfort
from the healthy track record of the promoters in the road sector in Rajasthan.

The rating, however, is constrained by volatility in toll-collection growth in the past. While toll collections in FY2017 were
lower (partly due to toll suspension during the demonetisation phase), the company was able to maintain debt service
coverage ratio (DSCR) of 1 times due to reduction in debt-servicing obligations. The rating is also constrained by
increased expenditure in FY2017 and the absence of any provision for major maintenance, which is to be incurred
towards the end of the project. The rating continues to be constrained by the revenue risks that are inherent in a toll-
based road project including traffic growth, leakage of toll-paying traffic, diversion of traffic to alternate routes, and user
resistance to pay toll/accept increase in toll rates. The rating also continues to be constrained by the limited flexibility
due to the short tail period of about nine months (the remaining concession period after complete scheduled repayment
of term loan).

1100 lakh = 1 crore = 10 million

2 For complete rating scale and definitions, please refer to ICRA's website www.icra.in or other ICRA Rating Publications
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Outlook: Stable

ICRA believes KSITPL’s cash flows will remain adequate to service its debt obligations. The outlook may be revised to
Positive if there is healthy growth in revenue and profitability, which strengthens its debt-coverage metrics. The outlook
may be revised to Negative if toll collections are lower than expected, or if the operating and maintenance expenditure is
significantly higher than envisaged, resulting in lower-than-anticipated cash flows available for debt servicing.

Key rating drivers:

Credit strengths

Operational status of the project with track record of toll collections - KSJTPL is a special purpose vehicle (SPV)
promoted for implementing a build-operate-transfer (BOT) toll road project between Khandela-Sri Madhopur-Ringas-
Khatu Shyamji of SH-37 and MDR-46 in Rajasthan. The tolling on the stretch started from March 28, 2013. The project
has a track record of about five years of toll collection.

Adequate toll collections for meeting debt-servicing obligations - The toll collections on the project have been adequate
to service the debt availed by the company. In FY2017, the toll collections declined due to loss of toll revenue during the
demonetisation period. However, the DSCR of the company stood at 1.0 times. Going forward, with the increase in toll
collections and the reduction debt servicing obligations, the DSCR is expected to improve.

Support from structural features - ICRA has taken comfort from the structural features in the projects, including the
escrow of toll collections with the lenders, ring-fencing of cash flows and waterfall mechanism, and presence of funded
DSRA equivalent to three month of debt-servicing requirement.

Credit challenges

Volatility in toll collection and operating expenditure - The toll collection in the project witnessed muted growth in
FY2017 despite adjusting for the toll suspension period revenue loss. Furthermore, the operating expenses in the project
increased in FY2017, which reduced cushion in the debt service coverage ratio during the year.

Revenue risk associated with a toll road project - Being a toll road project, KSJITPL’s cash flows are susceptible to traffic-
related risks including traffic leakage, diversion, and elasticity to toll rate increase. Further, as per the concession
agreement, the loss of revenue due to temporary toll suspension is to be compensated by the Government through an
increase in concession period due to which the cash flows will be back-ended and can have an impact on liquidity.
However, ICRA takes comfort from the presence of DSRA, which provides cushion to tide over short-term cash flow
mismatches.

Lack of major maintenance provision - The major maintenance of the project stretch would be required after
approximately seven years of initial operations. However, the major maintenance reserve is not built yet. In the absence
of major maintenance reserve, sizeable cash outflow will be required at the time of major maintenance.

Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated below.
Links to applicable criteria:

Corporate Credit Rating Methodology

BOT Toll Road Projects in India
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https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=465&Title=BOT%20Toll%20Road%20Projects%20in%20India&Report=BOT%20(Toll)%20Roads,%20Rating%20Methodology,%20May%202017.pdf
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About the company:

Incorporated in May 2012, KSITPL is an SPV promoted by Shri Rajendra Singh Bhamboo, and Shri Rajendra Singh Danghi
(each with 50% shareholding) for implementing a BOT toll road project among Khandela-Sri Madhopur-Ringas-Khatu
Shyamji on SH-37 and MDR-46 in Rajasthan.

The project involved capital outlay of Rs. 36.74 crore, which was funded by debt of Rs. 27.5 crore and promoters’
contribution of Rs. 9.24 crore. The project site was handed over to the company in June 2012, the construction work for
the project is complete and toll collection on the stretch started on March 28, 2013. The total concession period for the
project is eight years, nine months and 11 days, including the construction period.

In FY2017, KSJTPL registered an operating income (Ol) of Rs. 8.36 crore, and profit after tax (PAT) of Rs. 0.07 crore
compared to Ol of Rs. 9.11 crore and PAT of Rs. 0.15 crore during FY2016.

Key financial indicators (audited)

FY2016 FY2017
Operating Income (Rs. crore) 9.11 8.36
PAT (Rs. crore) 0.15 0.07
OPBDIT/OI (%) 79.0% 67.2%
RoCE (%) 9.0% 7.7%
Total Debt/TNW (times) 1.67 1.28
Total Debt/OPBDIT (times) 2.38 2.35
Interest Coverage (times) 2.94 3.00

NWC/OI (%) - -

Source: KSITPL, ICRA research
Status of non-cooperation with previous CRA: Not applicable

Any other information: None
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Rating history for last three years:

Chronology of Rating History for the past 3

Current Rating (FY2018) years
Date & Date & Date &
Date & Rating in Rating in Rating in
Amount Amount Rating FY2017@ FY2016 FY2015
Rated Outstanding January January October September
Instrument Type (Rs. crore) (Rs. crore) 2018 2017 2015 2014
1 Term Loan Long 10.50 10.31 [ICRAIBBB- [ICRA]BBB- [ICRA]BBB- [ICRA]BBB-
Term (Stable) (Stable) (Stable) (Stable)
2 Non-Fund Based Long 1.00 NA [ICRA]BBB- [ICRA]BBB- [ICRA]BBB- [ICRA]BBB-
Limits Term (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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Annexure-1: Instrument Details

Date of Amount

Issuance / Coupon Maturity Rated Current Rating and
ISIN No Instrument Name Sanction Rate Date (Rs. crore) Outlook
NA Term Loan 2012 NA 2020 10.50 [ICRA]BBB-(Stable)
NA 'L"i°m“itf””d Based 5415 NA NA 1.00 [ICRA]BBB-(Stable)

Source: KSJTPL
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ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
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