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BRICKWORK (BWR)  has a unique framework to analyze each Urban Local Body (ULB) that looks at the 

municipal area's economy and demography, intergovernmental fiscal transfers, operational efficiencies, 

management quality and municipal finances. BWR's Issuer Rating comments on the ULB in an overall sense 

and indicates how well the ULB is run as well as the probability of default on their debt obligations. BWR's 

issuer rating looks at the particular structure, amount of issue, maturity, issuer-investor options, sinking fund, 

state government comfort letter, guarantee, escrow and other credit enhancement mechanisms.
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BRICKWORK analyses the economic base of the municipal area, industries and services, demographic 

patterns and growth.

1. Economy and Demography of Municipal Area

Key Macroeconomic Statistics

•  Industry profile 

•  Economic infrastructure

•   Availability of skilled manpower

•   Educational and research institutions

•   Availability of ground and drinking water

•   Population size, density and growth

•  Per capita income, growth rates

•   Primary and adult Literacy

•   Health – primary, secondary and tertiary

•   Poverty, slums and need for affordable housing

•   Art, culture, potential for tourism
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The Indian Federation comprises a three-tier structure with the Central Government at the top, States and 

Union Territories in the second tier, and Urban Local Bodies (ULBs) in the third tier. The 74th Amendment to 

the Constitution defines the functional and fiscal relationship between the three tiers. Though ULBs are

independent in nature, their financial and operational autonomy are largely controlled by the legal, structural 

and administrative guidelines of the States. The state government policy for ULBs, fiscal transfers and 

municipal service lines are examined.

2. State Government-ULB Fiscal Relationship 

BWR analyses the revenue base, past growth, future potential, property tax rates, user charges, transfers from 

the state and centre as well as expenditure management. The ULB's past commitments in terms of unpaid 

electricity dues, pension contributions, and debt profile are also considered. BWR also looks at ULB's asset 

management, monetizing the land resources and privatization avenues, as applicable.

3. Municipal Finances

3.1 Resource base of ULB

Key Indicators

•  Own revenue as % of total income

•  Property tax rates as % of potential

•  User charges as % of standard charges

•  Trends in tax collections, growth rates

•   Grants from State government as % of total income

•   Trends in revenue sources

•   Municipal asset management

BRICKWORK analyzes the expenditure pattern of the ULBs, the composition and trend of expenditures under 

general, economic and social services. BRICKWORK looks at work force management and  privatization of 

services to control the general services expenditure. BRICKWORK therefore views that any effort to reduce 

expenditures on this front is an indicator of improvement in performance.

3.2 Expenditure Management 

Own Tax Revenues
Octroi, property tax,

Advertisement tax, other taxes

State govt grants, AMRUT
grants, external aid

Stamp duty, electricity tax,
motor vehicle tax

User charges, Water, sewage,
building licenses, investment

income, fines

Own Tax Revenues

Own Tax Revenues

Own Tax Revenues
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Key Indicators

Key Indicators

Key Indicators

Key Indicators

•  Total per capita expenditure

•  Per capita spending on social and economic sectors

•  Capex plans that reduce future operational expenditures

•  Interest expenses

•  Transparency in auction of public assets as applicable

•  Land monetization plans 

•  Debt Service to total revenuess

•  Interest payment as % of total revenues

•  Per capita water supplied (litres per capita per day)

•  Street lighting effectiveness

•  Roads length as % total area

•  Sewerage area covered (in % population)

•  Sewage treated as % of total generated

•  Solid waste collected % of total waste generated

•  Storm-water drains % road length

•  Share of public transport (in % share of mass public transit)

•  Vehicular congestion (peak number of vehicles per lane kilometer)

•  Parks & open space (sq m/capita)

•  Slum population as % of total population

•  Affordable housing investment per year

BWR assesses fiscal health by examining the trends in revenue balance position of the local government. A 

revenue surplus that is trending upward indicates that the local financial condition tends to be strong. On the 

other hand, persistent deficits in revenues are carefully scrutinized to understand the causes of mismatch 

between income and expenses. BWR analyses the causes of deficit position, which may be due to sharp

increase in administrative expenditure, poor maintenance of public assets, declining proportion of capital 

expenditures etc.

3.3 Deficit Management 

BWR  analyzes municipal debt management with regard to its infrastructure requirement and revenue base. 

BWR determines whether the ULB is adopting proper strategies for prudent borrowing and the end

use of loans i.e. whether the loans are used for capital expenditures or general administrative and maintenance 

expenses. BWR looks at various indicators that help examine the ability of ULB to service debt through its 

revenue sources. BWR also factors other measures undertaken by the municipal body to improve the fiscal 

health such as Public Private Partnerships.

3.4 Liquidity and Debt Management

4. Operational Efficiency of the Local Body 

•  Average cost of borrowing

•  Maturity profile of municipal securities 

•  Expenditure on salaries and pensions

•  Electricity charges for street lighting
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5. Management Quality

Key Indicators

• Profile of elected members

• Mayor in the Council or Commissionerate

• Average tenure of Mayor and Commissioner

• State's political support

6. Municipal Pooled Finance

Disclaimer:

It must be clearly understood that a Rating opinion is based on various factors/aspects which includes application of certain Rating criteria. The 
particular criteria applied depends on a number of factors, inter alia, sector/Industry, historical performance, cyclical trends, prevailing economic 
condition, group support etc.  Rating opinions factor many assumptions and the application of any particular criteria or a set of criteria may be full 
or partial depending upon peculiarity of each case. Application of any Rating criteria should not therefore be considered as rendering finality or 
completeness to a Rating assessment. A reference to criteria needs to be perceived in broad terms, only as an aid to a rating decision.

Government of India (GoI) set up the Pooled Finance Development Fund (PFDF) scheme to enable urban local 
bodies to access alternative sources of funding for their projects/schemes. The government issued guidelines 
for credit enhancement grants to access market borrowings through pooled financing bonds on behalf of 
identified ULBs. Under the pooled financing framework, small local bodies pool their requirements and jointly 
access capital markets. In rating municipal loan pools, BWR  considers security mechanism and credit 
enhancement measures for ensuring timely payment of interest and principal, financial viability and status of 
the proposed projects, financial strength of the ULBs and sensitivity of the ULB's cash flows to changes in 
economic conditions.

Conclusion

In concluding its assessment of the credit quality of a local government, BWR  makes a careful study of the 

overall risk arising from the linkages between Economic and Financial parameters and inter-state 

comparisons. A credit rating is then assigned using BWR's  standard long-term rating scale. While the criteria 

has been explained in detail, the rating press release would be very brief with key  debt related parameters.
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