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CRISIL Research assigns IPO grade “2/5° to APR Constructions Ltd

CRISIL has assigned a CRISIL IPO Grade ‘2/5° (pronounced ‘two on five’) to the proposed initial public
offer (IPO) of APR Constructions Ltd (APR). This grade indicates that the fundamentals of the IPO are
‘below average’ relative to the other listed equity securities in India. However, this grade is not an opinion
on whether the issue price is appropriate in relation to the issue fundamentals. The grade is not a
recommendation to buy, sell or hold the graded instrument, or a comment on the graded instrument’s future
market price or its suitability for a particular investor.

The assigned grade reflects the company’s strong order book position of Rs 14.2 bn as of February 2011,
amounting to 5x FY10 revenues. The grade also factors in the construction opportunities that will arise with
the government’s thrust on irrigation projects, a segment which comprises 85% of APR’s order book. APR’s
foray into the high-margin railways segment (13% of order book) also bodes well for revenues and profits,
since tendering in railways is expected to be robust.

The grade is moderated by the fact that despite a long-standing presence in construction, APR has remained
a mid-sized player. Further, 66% of APR’s overall irrigation projects are concentrated in Andhra Pradesh
and most of these projects have been progressing slowly because of delays in land acquisition and
environmental clearances. Significant delays in payment are also stretching the company’s working capital.
While the company is foraying into the road construction segment given its good growth prospects, we
believe bagging orders and successfully executing them in this highly competitive segment will be critical.
Moreover, APR, although professionally run at present, has not grown in line with other construction
companies due to limited focus by the promoter.

APR’s financial performance in the past three years has been driven by strong growth in order inflows.
Although the irrigation segment comprises a large portion of the order book, railways registered higher
revenue growth due to comparatively faster execution. APR’s operating revenue has grown at 27.4% CAGR
over FY07-10 with EBITDA margin and adjusted PAT margin averaging 13.2% and 6.2%, respectively.
APR’s FY 10 net profit was Rs 152 mn and RoE was 27.0%.

About the company and the issue

APR is a mid-sized construction player with a presence in irrigation, railways and roads segments. The
company was incorporated as a partnership firm in the name of A. Prabhakar Reddy & Co. in 1983, and was
later converted into a public limited company in 2004.

Through the IPO, APR plans to raise Rs 1,040 mn. The proceeds will be utilised to finance the procurement
of construction equipment and meet long-term working capital requirements.
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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 the country’s largest independent and integrated research house with strong domain
expertise on Indian economy, industries and capital markets. We leverage our unique research platform and
capabilities to deliver superior perspectives and insights to over 1200 domestic and global clients, through a
range of research reports, analytical tools, subscription products and customised solutions.
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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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