Petrochemical Projects: Innovative Financing
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SBICAP — India’s Premier Investment Bank

o

A 100% subsidiary SBI
X’ 3 Capital
T Markets

Limited

~ Incorporatedin 1986 by SBI and Asian DevelopmentBank A wholly owned
subsidiarpf SBIsince2010

~ InvestmenBankingsubsidiarpf SBlIwith 300+ peoplestrongAdvisoryteam
x  GlobalLeadershipositionin ProjectFinanceAdvisory

~  ProjectAppraisal/Advisoryexperienceacrosil & Gas,Power,Transport(Roads
RailwaysPorts & Airports), Metals& Mining, Telecomand other manufacturing
sectorsncludingcementiextileetc

~ Advisorof first callon policyandregulatoryelatedadvisoryto Governmentf India

~  Strongrelationshipvith the Corporategsovernments: Institutionsacrossndustries
& geographies

~ Advisedon andfinancedandmarkprojectan India




SBICAP — Awards & Recognition

Recent Awards & Rankings

SBI Market Share in Syndicate Loans League Table:
Market Share Global PF Loans India MLA (INR)

2013 7.30% 58.40%
2014 10.06% 75.50%
2015 6.87% 99.71%
2016 3.8% 39.14%
Q12017 13.1% 32.63%

Dealogic-Rank *
Financial Advisor for
Global PF Deals

: ; Dealogic-Rank t
IFR Asia-India Loan
House 2015 MLA for Global PF

Loans

Source: Bloomberg, Dealogic

A SBlrankedNo. 1 in the Global ProjectFinanceLoansMLA
RankingQ1201Avith marketshareof 131%.

A In IndiaLoansMLA (INR), we arerankedNo.1 with market
shareof 3263%.

Market Market
o Rank Rank
Description Share  Volume Share Volume
Q12017 2016
(%) (%)
Marlldat(—‘j'd Lead Arranger of Global 1 33.3% 6,176 (USD 1 5.9% 22,304 (USD
Ebmt ProjectFinancd.oans mn) mn)
- IndiaLoansMandatedhrrange(INR & 1 208% | 223,340 1 25 9% | 7.63,128 (INR
USD) (INR mn) mn)
IndiaLoansMandatedArranger(INR) 1 47 .4% 188,910 1 39.1% | 5,53,436INR
E|" I - (INR mn) mn)
) Lll:}m 3@5'?:,} AsiaPac exJapan Loans Mandateg 3 5.3% 3,507 (USD 4 3.20% 12,459 (USD
Arranger mn) mn)
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Indian Petrochemical Industry- Polymer products
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Indian Petrochemical Industry-Polymer Products

middle class
population and rise in
disposableincomes sector

Advesties ~ Camefing ~ Cosmefis ~ Ferilzers Rapid  growth i .
| Increased spending

on Infrastructure

| Demand

Drivers

Urbanization & rising

consumerism
Paints Rubber ~ Fabrios  Plastics

x Pelletsof polymerproductsproducedby petrochemicagblantareusedasraw materiaby
converters/processoit® produceplasticssheetspipes,auto parts, bottles, containers,
packagingnateriaktc

U More than 30000 processinginits are involvedin producing a varietyof plastic
products




Petrochemical feedstock/ Intermediate & Final Products

Wowven sacks,containers,
household applications,
pipes,wires,cables

Fackaging,extrusion,
coating wires cables

Fipes and
conduits fittings films and
foils, wires and
cables footwares

Household
articles furniture woven
sacks, automobiles films textile
packaging

= Butadiene
= BeNZene g

Tvres, paper
coating, belting fooctware

Homeappliances,
automobiles, electrical and
electronics business machines

Fackaging.electrical
appliances furniture building and
construction

Source:CRISIL



Petrochemical Projects - Key Features

V Commodity-based
industry;

Margins paramount
for project viability

V Capital Intensive
Project projects with long
Nature gestation period

RELPEWGY VO Noinnf rastr

Industry SN as per RBI guidelines

V Operating Rate- Needto be operatedat highrateto reducefixed costper
unitof productionandimprovemarginperunit

V Cyclicality of the industry- Typicako commoditybasedndustry

V Firm, long-term Feedstock Agreement Ensurecompetitiveand
continuoudeedsupplyconsideringolatilityin feedstoclprice

V Marketing/Off -take Arrangement Ensure saleof productsand

Factors affecting Q[ protectionof margins

petrochemical NN \/ Usuallyno long term off-take contractsin India;

viability A Strongsalest distributionnetworkincludingchannepartnerss

required

V Optimal Product Mix- Productionof premiumgradeproductsto
maximizevalue

V Freight Economics- Strategidocationto exploitfreighteconomicso
improvemargins




Petrochemicals - Project Finance Structure

C2-C3 and/or ¢

Naphtha Supplier
| |
| |
| |
I Lenders I Sponsors Investors
: Indian :
: :
| |
: Lenders : Selling &
: Foreign : Distribution
: ; Network
Loan Petrochemicals Company
Debt Service AlgLef?me_nE -
Oo&M
A v_A
Cash Flows (In-house)
e T
v \ 4

| 1
| I
| I
EPC/LSTK ! R Downstream Utilites & |
Contractors Polymer Units Offsites ;
| |
| 1




Petrochemical Projects — Key Financing Considerations

| | Commercial Analysis
I I V Reviewof fe€dstocksourcing
V Creditworthiness, prior I I and off-take arrangementor
experience, availability of V Review of the products
sponsoisupportfor project I Detailed Feasibility I V Target marketsfor product,
V Undertakinggo fund equity, Report demandand supply, pricing,
cost overrun and retain I I marketing@rrangement
managemerontrol ' J_

Financial Parameters for Assessment

I
Certainty of Cash flo I aSrUCLre &
V Co,mfortable Debt Service Coverage Ratio I
A For Infrastructure projects, min DSCR ~1.1, Avg.
DSCR ~ 1.38..40 |
A For commodity based projects, min DSCR ~1.5, Avg.l V Land, power, water
DSCR ~ 1.752.00 supply, EIA, connectivity,
V Debt: Equity :: ~70:30 | environmental clearances
V Fixed Asset Coverage Ratio (FACR) not below 1.30 times I
V Posttax Project IRR of -125%

EXx09
HTE
i



Financing Options

F inancing Options

Mezzanine
Capital

Subordinated

Debt

Promoter

Equity

Convertible
Debentures IEO/FEO

Internal

ECA/ECB

FCNR(B) Accruals

Stocks

Preferred

Bonds




Debt Financing Structure

Project Financing

Structures
i BackEnded E :---i A Front Ended Repayments
. Repayments | o TTTTTTTTTTTTTT eI |
O EbETEEEEEE <
T Option 1 E___ Rupee Term Externgl Comm. .
replace portion, | | L0ans POMOWNGSIECA | K- ciancy and iniérest R

of RTL with | e .
. EcB | . Riskto be Hedged ___ .
After COD

Bonds

i A Refinancingf loanby alowercostingi
i & higher tenor loan under 5/255
' guidelinegupto 83% of economidife ! oncethe operationis stabilizedand!

of project) i theprojectis havingratingof AA '

A Credit enhancementin form of
promoterbackstopping

A Refinancinginder25% schemavherein|
25% of loan amounttakenout by seti
__ofnewlenders__________________._ S SR .




Rupee Term Loans

Sources

V DomesticCommerciaBanksandFinancialnstitutionsandFinancialnstitutions

Key Features

V Availablefor tenor rangingfrom 3 to 15 years(further up to 80% of economidlife of the
projectwith periodicrefinancing)*

Flexibilityin AvailabilityPeriod& DrawdownSchedule
Interchangabilityof undrawrRTL portionwith ECB/ECA

\Y

\Y

V Swingn, Swingout FCNR (B) facility

V Floatingratelinkedto theB a n kYeaaMCLR
\Y

RelativeljyiberalFinancialCovenantdacilitysecuredby assetbeingfinanced

Suggested Approach

V Tie-upfull Projectdebtin RTL to quicklyachievdinanciaklosure

V Drawdownfacilityasrequired

V Undrawnamountcanbereplacedt appropriateéime laterwith ECB/ECA/ bondsto reduce
overalicostof funding

*under RBI guidelineséd ex/ b/l e Structuring of Long Term Proj



External Commercial Borrowings

V ForeignBrancheef DomesticBanksForeignBanks]IFCL (UK), etc

Key Features

Relativelgheapesourceof fund comparedo RTL; interestratelinkedto LIBOR

Limitedappetitdor greenfielgbrojectsexecutedn limited/nonrecoursdasis
Relativelhigherupfrontfeeandcommitmenthargedimitedflexibilityin drawdowrschedule
Tenorrangingrom 7~ 10yearslimitedappetitdor tenorexceeding@ years
Stringentuediligenceandfinanciakovenantascomparedo RTL
Prepaymenpermittedwithin permittedAverageMaturityPeriod

< <K KKK LK KL<

Refinancings permittedat alowerallin-costfor residuamaturity

Suggested Approach

V ECBsfromb a n k smiaybétiédaup nearto Projectcompletionvhenthe Projectimplementatio
riskreducegonsiderablygy replacingindrawnportionof the RTL facility




Export Credit Agency

Sources

Key Features

Suggested Approach

V ECAs are private/quasi
governmental institution

between national
governmentandexporters

that actasan intermediary I
to provideexportfinancing :

ECA funding is mostly Supp
country/regiorspecifidunding

Typicallyguantumof fundingis limitedto
830 of the import bill amount, Local
Costdif any)up-to 30% of contractvalue

Pricing 8 CIRR or LIBOR/EURIBOR

linked ECA pricingis usuallycheapethan
ECB

ECAs typicallyhave a detailedappraisal
processtaking 9 to 12 months includes
assessmenof environmentand social
impactetc

Financiatovenantstipulatedoy ECA are

stringenascomparedo RTL

V Oncethe region/ country
of supplyisfirmedup, ECA
funding can be availedby
replacingthe undrawnRTL
facility

Loan Agreement

Goods &
Services

Commercial
Contract

‘IllllllIlllllllllllllllllI

Drawings for
Contract Payment

Principal Repayment &
Interest

Premium

Guarantee /
Support
Agreement




Foreign Currency Non-Resident (B) Loan

V DomesticCommerciaBanks

Key Features

V Relativelgheapesourceof fundingascomparedo RTL

V Interestratelinkedto LIBOR

V Tenorlimitedto 3 yearscanbeextendedbut limitedappetite
V Canbeusedfor dollarizatiorof debtto reducecurrencyrisk

Suggested Approach

V OncefinancialclosurehasbeenachievedhroughRTL, FCNR (B) loanscanbe availeg
with Swingln & SwingOut optionwithin overallRRTL facility




Bonds/Debentures

Sources

V CapitaMarket throughprivate(<50investorspr publicplacemeninode

Key Features

V Tenor upto 10yearswith Put& Calloptionswhichcanbenegotiated

V Interestratesaregenerallfixed low appetitdor floatingratebond
V Relativelgmallmarketimitedto AAA / AA ratedissues

V credit Ratingis mandatory& GreenfieldProjectsmay not commandthe requiredcredit rating without
promoterguaranteetreditenhancement

V Lackof Flexibilityin drawdowrresultingn highcarrycostunlesfundsaredeployedmmediately
V Predefineddatedor bulletrepaymeninayresultin accumulationf funds

Suggested Approach

V Bondsmaybe raisedpostProjectCOD for refinancinghe RTL facilitiesto reducethe overallcost
of funding




Bonds

Tenor (in years) 1215 7-10 10-15 7-10
' Credit
Interest Rate Linkage
g MCLR LIBOR LIBOR Rating
PXrisk . Medium Low Low Medium
(petrochemical projec)
2-3 Months 2-3 months 6-12 months 1-2 months

Light Covenant



