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Rating Rationale Shimla Municipal Corporation 29 May 2017  

Brickwork Ratings assigns an Issuer rating of BWR BBB (Outlook: Stable) to 

Shimla Municipal Corporation 
 

 

Rating Rating Type Outlook 

BWR BBB Issuer Stable 

* Please refer to BWR website www.brickworkratings.com/ for definition of the ratings 
 

BWR has relied on unaudited financials for FY12-FY14 and actuals for FY15 and FY16   as 
per budget documents, SLIP data provided by municipality, SAAP of 2015-16 and 2016-17 
and other information/clarifications provided by the Urban Local Body. 

 
The rating reflects increase in own revenues during FY16, ULB’s debt free status, large 
tourist footfalls due to the city being a major tourist destination; state capital ; AMRUT 
projects being planned for its Urban Infrastructure for sustenance and  growth  of  
tourism in the city, moderate service levels for water supply and sewage network and 
moderate collection efficiency. These rating strengths are partially offset by increased 
dependence on state government and central government grants, substantial 
establishment expenditure and inability to generate additional revenues from the tourist 
footfalls in the region. 

 
 

The rating factors increase in own revenues specifically tax revenues and user fees in  
FY16 on account of change to unit area method for property tax calculation along with 
increased coverage and user fees with improved collection efficiencies , debt free status  
till FY16 (period under review is FY11-FY16), moderate  service  levels  and  major  
projects under AMRUT for its physical Urban Infrastructure  to  augment  tourism  
growth in Shimla and regular receipts  of  assigned  revenues  /devolutions  thus 
improving its financial profile ; importance of place being a  major  tourist destination 
with its natural beauty ; state capital and ULB’s efforts to sustain environment  ,  
favorable literacy rate at 77.76%, proximity to major commercial  &  administrative 
centers and better  tax collection efficiency at 85% in  FY15. 

 
These rating strengths are partially offset by low own revenues, high dependence on 
assigned revenues which mostly comprised of compensation for abolishing octroi tax  
upto FY15 which is discontinued from FY16.However, the ULB has managed to get 
increase amount of assigned revenues from electric consumption tax due to increase in 
users and also improvement in own revenues like property tax revenues and increase in 
user fees collection in FY16 indicating improvement on the ULB’s operating parameters 
and efficiencies 
The rating is also constrained by frequent changes in the administrative personnel; low 
storm water drain coverage resulting in water logging and its inability to sustain water 
supply during summer season resulting in water shortage and  inconvenience  for  
tourists; substantial dependence on state and central government grants for its revenue 
and capital requirements; establishment expenditure  consuming a  substantial  portion  
of the total revenues between FY12-FY16 and  revenue  deficit till  FY15. 
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Going forward, the ability of SMC to generate revenue growth from tax and non-tax 
segment to meet its own expenditure; ability to raise funds on its own with its improved 
financial profile augment its infrastructure like parking space and urban mobility and 
revenues from tourist considering increasing tourist foot falls which is critical for its for 
its overall economy will   be the key rating sensitivities. 

 

Rating Outlook: Stable 

BWR believes that the Shimla Municipal Corporation Credit risk profile will be 
maintained over the medium term. The ‘Stable’ outlook indicates a low likelihood of 
rating change over the medium term. The rating outlook may be revised to 'Positive' in 
case the revenues and surplus show sustained improvement. The rating outlook may be 
revised to 'Negative' if the revenues go down and registers deficit surplus. 

 

About the Municipality 
 

Shimla Municipal Corporation is one of the oldest municipalities of India. It was first 
constituted as Municipal Committee in December, 1851, under the provisions of Act XXVI 
of 1850 and the first elections were held on August 26, 1855. Shimla Municipal 
Committee was declared as Class I Municipality on July 31, 1871. 

 

 

Financials – Shimla Municipal Corporation 

As per budget estimates for FY17 Shimla Municipal Corporation registered estimated  
total revenue of INR 80.98 Crs. Revenue from tax and user fees contributes 27.21% and 
34.20% respectively of the total Revenue. 

 
The corporation has registered cash surplus INR 8.97 Crs as per actuals for FY16.  
(Budget document FY17) 
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For print and digital media 

The Rating Rationale is sent to you for the sole purpose of dissemination through your print, digital or electronic media.     

While it may be used by you acknowledging credit to BWR, please do not change the wordings in the rationale to avoid 

conveying a meaning different from what was intended by BWR. BWR alone has the sole right of sharing (both direct and 

indirect) its rationales for consideration or otherwise through any print or electronic or digital media. 

 

Note on complexity levels of the rated instrument: 
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BWR complexity   levels are meant for educating    investors.    The    BWR    complexity    levels are    available 

at www.brickworkratings.com/download/ComplexityLevels.pdf  Investors queries can be sent to info@brickworkratings.com. 

 

About Brickwork Ratings 

Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency, has also been  accredited  by  RBI  and  empaneled 

by NSIC, offers Bank Loan,  NCD, Commercial Paper, MSME ratings and grading services. NABARD   has empaneled 

Brickwork for MFI and NGO grading. BWR is accredited by IREDA & the Ministry of New and Renewable Energy 

(MNRE), Government of India. Brickwork Ratings has Canara Bank, a Nationalized Bank, as its promoter and strategic 

partner. 

BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh, 

Chennai, Guwahati, Hyderabad, Kolkata, Mumbai and New Delhi along with  representatives  in  150+  locations. BWR 

has rated debt instruments/bonds/bank loans, securitized paper of over ₹ 9,30,000 Cr. In addition,  BWR has  rated about  

5000 MSMEs.   Also, Fixed Deposits and Commercial Papers etc. worth over ₹19,700 Cr have been   rated. Brickwork 

has a major presence in rating of nearly 100   cities. 
 
 

DISCLAIMER 

Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and other reliable sources, 

which are deemed to be accurate. BWR has taken considerable steps to avoid any data distortion; however, it does not examine the 

precision or completeness of the information obtained. And hence, the information in this report is presented “as is” without any 

express or implied warranty of any kind. BWR does not make any representation in respect to the truth or accuracy of any such 

information. The rating assigned by BWR should be treated as an opinion rather than a recommendation to buy, sell or hold the 

rated instrument and BWR shall not be liable for any losses incurred by users from any use of this report or its contents. BWR has 

the right to change, suspend or withdraw the ratings at any time for any reasons. 
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