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CRISIL Research assigns IPO grade ‘4/5’ to Sadbhav Infrastructure Project Ltd

CRISIL Research has assigned a CRISIL IPO grade of ‘4/5’ (pronounced ‘four on five’) to the proposed initial
public offer (IPO) of Sadbhav Infrastructure Project Ltd (SIPL). The grade indicates that the fundamentals of the
IPO are above average relative to the other listed equity securities in India. However, it is not an opinion on
whether the issue price is appropriate in relation to the issue fundamentals. Nor is it a recommendation to buy/
sell or hold the securities it relates to (or any other securities); it does not comment on the issue price, future
market price or suitability for a particular investor.

The assigned grade reflects SIPL’s established position in the build-operate-transfer (BOT) space in the road
sector. It has a strong portfolio of 10 projects, of which seven are operational (including one project which is
partially operational) and three are under development. In addition, SIPL is in the process of acquiring stakes in
three projects currently owned by its parent Sadbhav Engineering Ltd (SEL), of which two projects are
operational and one is under development. The restructuring is in accordance with the strategy to consolidate
all BOT road projects under one company - SIPL. The grade factors in low execution risk since nine of the 13
projects are already operational (including the one which is partially operational); for the four under-
development projects, land has been acquired and construction is on schedule. SIPL has an integrated in-
house team responsible for different functions such as identification of prospective projects, evaluation of bids,
and operation and maintenance of projects. The grade factors in SIPL’s rational and cautious approach with
respect to the evaluation and timing of bids.

The grade also factors in healthy industry prospects; awarding of projects in the road sector is expected to pick
up in the next 12-18 months driven by a thrust on the infrastructure sector and a slew of policy reforms by the
new government. Over FY15-19, CRISIL Research expects investments in the roads sector to grow to %7.3
trillion compared to %¥4.1 trillion over FY10-14 .CRISIL Research expects the National Highway Authority of
India (NHAI) to award ~7,800 km of road length over FY15 and FY16 as against 4,824 km awarded over FY13
and FY14. SIPL is in a sweet spot to benefit from the increase in awarding of projects by NHAI as the
competition for BOT projects has eased in the last few months since some of the infrastructure developers have
a stressed balance sheet which could hinder their participation in the new project awards. The grade also
factors in expectations of improvement in traffic growth driven by recovery in economic activity.

The grade is supported by SIPL’s strong parentage — SEL is a leading road infrastructure company. SEL is
financially sound with a robust balance sheet, strong domain expertise and proven execution capabilities. It is
the EPC contractor for most of SIPL’s projects. Leveraging its domain expertise and experience, SEL has been
able to complete most of SIPL’s projects on schedule; in fact, some of the projects have been completed ahead
of schedule.

The grade is constrained by external risks such as cost overruns owing to delays in land acquisition and other
requisite approvals. In the past, the company has encountered instances where it had to terminate the project
due to delay in land acquisition. The grade is also constrained by traffic risks as 1) most of its projects are toll
projects which are susceptible to low traffic during an economic downcycle and 2) possible divergence of traffic
from one stretch to another as the road network in the country gets enhanced significantly.

SIPL’s operating income grew from X695 mn in FY11 to ¥3,745 mn in FY14. The company commissioned five
BOT projects over FY11-14, which supported revenue growth. EBITDA margin increased from 65.3% in FY10
to 67.4% in FY14. The company reported a net loss of ¥1,851 mn in FY14 as against a net profit of 70 mn in
FY11 owing to higher depreciation and interest cost, which is the case initially for BOT projects.

About the company and the issue

Ahmedabad-based SIPL, a subsidiary of SEL, was incorporated in 2007 as a developer and operator for
highways, road and related projects on a BOT basis. The company is involved in the development, operation
and maintenance of national and state highways, and roads. Its parent company SEL, incorporated in 1988, is
an establsihed player in the engineering, procurement and construction (EPC) space in infrastructure.
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About CRISIL IPO Grading

CRISIL IPO (Initial Public Offering) grading is an opinion on the fundamentals of the graded issue that reflects
CRISIL's independence and expertise. This opinion is expressed as a relative assessment in relation to other
listed equity securities in India. The assessment is based on a grading exercise carried out by industry
specialists from CRISIL Research. A CRISIL IPO Grade 5/5 indicates strong fundamentals and a CRISIL IPO
Grade 1/5 indicates poor fundamentals. CRISIL IPO Grading reflects its assessment of the graded company's
equity fundamentals as distinct from an assessment of debt fundamentals. A CRISIL IPO Grade should not be
construed to mean a comment on the price of the graded security nor is it a recommendation to invest or not to
invest in the graded security.
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About CRISIL Limited

CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India’s
leading ratings agency. We are also the foremost provider of high-end research to the world’s largest banks and leading
corporations.

About CRISIL Research

CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the
Indian economy, industry, capital markets and companies. We also conduct training programs to financial sector
professionals on a wide array of technical issues. We are India's most credible provider of economy and industry research.
Our industry research covers 86 sectors and is known for its rich insights and perspectives. Our analysis is supported by
inputs from our network of more than 5,000 primary sources, including industry experts, industry associations and trade
channels. We play a key role in India's fixed income markets. We are the largest provider of valuation of fixed income
securities to the mutual fund, insurance and banking industries in the country. We are also the sole provider of debt and
hybrid indices to India's mutual fund and life insurance industries. We pioneered independent equity research in India, and
are today the country's largest independent equity research house. Our defining trait is the ability to convert information and
data into expert judgements and forecasts with complete objectivity. We leverage our deep understanding of the macro-
economy and our extensive sector coverage to provide unique insights on micro-macro and cross-sectoral linkages. Our
talent pool comprises economists, sector experts, company analysts and information management specialists.

CRISIL PRIVACY NOTICE
CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfil your request and service your account and to
provide you with additional information from CRISIL and other parts of McGraw Hill Financial you may find of interest.

For further information, or to let us know your preferences with respect to receiving marketing materials, please visit www.crisil.com/privacy. You can view
McGraw Hill Financial’s Customer Privacy Policy at http://www.mhfi.com/privacy.
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Disclaimer

A CRISIL IPO Grading is a one-time assessment and reflects CRISIL's current opinion on the fundamentals of the graded equity issue in relation to other listed
equity securities in India. A CRISIL IPO Grading is neither an audit of the issuer by CRISIL nor is it a credit rating. Every CRISIL IPO Grading is based on the
information provided by the issuer or obtained by CRISIL from sources it considers reliable. CRISIL does not guarantee the completeness or accuracy of the
information on which the grading is based. A CRISIL IPO Grading is not a recommendation to buy / sell or hold the graded instrument; it does not comment on
the issue price, future market price or suitability for a particular investor.

CRISIL is not responsible for any errors and especially states that it has no financial liability whatsoever to the subscribers / users / transmitters / distributors of
CRISIL IPO Gradings. For information on any IPO grading assigned by CRISIL, please contact 'Client Servicing' at +91-22-33423561, or via e-mail:
clientservicing@crisil.com.

For more information on CRISIL IPO Gradings, please visit http://www.crisil.com/ipo-gradings

This press release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The Press release may be used
by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right of

distribution of its Press Releases for consideration or otherwise through any media including websites, portals etc.
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