
  

Rating Rationale 29 April 2020
  

Braithwaite & Co Ltd  
 

  

Based on a mid term review, Brickwork Ratings upgrades the ratings for the Long Term 
and Short Term Bank Loan facilities of Rs.40 Crores (Reduced from Rs. 60 Crores) and 
Rs.110 Crores (Enhanced from Rs. 90 Crores) respectively (aggregate amount Rs. 150 
Crores), of Braithwaite & Co Ltd (BCL or ‘the company’), as per details below. 
 
Particulars: 

 
Facility@ 

Amount (₹ Crs) 
 

Tenure 

Rating* 

Previous Present Previous 
(July, 2019) Present 

Fund based 60.00 40.00 Long Term 
BWR BBB 

 Outlook: Stable 
BWR BBB+ 

Outlook: Stable, 
Upgraded 

 
Non Fund Based 90.00 110.00 Short Term 

BWR A3+ 
  

BWR A2 
 Upgraded 

Total 150.00 150.00 INR One Hundred and Fifty Crores Only 

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings  
@Complete details of Bank facilities are provided in Annexure-I 
 
RATING ACTION/OUTLOOK 
 
BWR has essentially relied upon the Audited financials of BCL for FY19, Provisional figures for               
FY20, and other information as available in the public domain, to arrive at the present ratings.  
 
Based on a mid term review, BWR has upgraded the rating of BCL for its long term bank loan                   
facilities of Rs.40 Crores (Reduced from Rs.60 Crores) to BWR BBB+ with a ‘Stable’ outlook, and also                 
the rating for its short term bank loan facilities of Rs.110 crores (enhanced from Rs.90 crores) to BWR                  
A2 respectively (aggregate rated amount Rs.150 crores remaining unchanged). 
 
The rating upgrade reflects improvement in the total operating Income of BCL to Rs.593.06 crores during                
FY20 (Provisional) when compared to Rs.317.03 crores in FY19 (FY18: Rs.130.58 crores), absence of              
long term debt of the company, and the healthy outstanding order book position of Rs.989.04 crores as on                  
January end 2020, which is required to be delivered mostly by FY21 and remaining by mid FY22 -                  
thereby providing revenue visibility over the next 18 months. The rating also takes comfort from the                
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various diversification activities that the company is pursuing, and the revenue streams expected             
therefrom. Although the timelines of work orders are likely to get extended due to the current situation                 
created by the Covid-19 pandemic, healthy cash flows would be generated after execution of the orders.  
 
The rating upgrade also factors in the comfortable credit protection metrics as reflected in the substantial                
improvement in its ISCR to 11.17 times as per its FY20 (Provisional) financials on account of lower                 
interest costs (FY19: 4.33 times; FY18: 1.39 times). Total Debt/TNW has also remained strong at 0.24                
times during FY20 (Provisional), albeit slightly weaker as against 0.16 times in FY19 (FY18:6.27 times).               
The marginal deterioration was due to utilisation of fund based limits at the end of FY20, as against nil                   
utilisation at the end of FY19. 
 
The Gross financial leverage (Total Debt/EBITDA) of the company also stood at a comfortable level at                
0.83 times ( FY19: 0.69 and FY18: 5.07 times). The company had higher EBITDA generation than its                 
total debt during FY19 and FY20. 
 
The rating continues to derive strength from the long history and track record of the company for more                  
than 100 years, and its 100 % Government ownership under the administrative control of the Ministry of                 
Railways. 
 
The ratings, however, are constrained by the dip in EBITDA Margin to 4.14% during FY20 (Provisional)                
from 4.73% in FY19 (FY18:5.5%) as well as the competitive environment in which the company operates                
for securing business. The reduction in EBITDA was mainly due to an increase in input prices and                 
healthy competition from private players, which forced the company to reduce margins. The fall in               
margin was also due to acquiring orders through competitive bidding and execution thereof, coupled with               
existing composite contracts for repair service of wagons at site, with low margin but with higher volumes                 
- which has resulted in deterioration of EBITDA at percentage level. The deterioration in margin is                
however offset by increase in absolute EBITDA to Rs. 24.58 crores in FY20 (Provisional) (FY19:               
Rs.14.99 Crores, FY18: Rs.7.18 crores). Going forward, the company expects to increase its revenue from               
its service division, which will help in improving the operating margin. 
 
The rating also factors in the current unprecedented situation created by the Covid-19 pandemic, which               
may lead to slowdown in business from the levels projected. Further, since steel is the major raw material                  
for the manufacturing activity of the company, price fluctuations in steel are likely to be an important                 
factor impacting  the profitability of the company. 
 
The rating has been assigned a ‘Stable’ outlook as the business risk profile of the company is stable and                   
growth in business and profitability is expected to be maintained in the medium term. 
 
KEY RATING DRIVERS 
  
Credit  Strengths:  
 

● Owned by Government of India: The Company has a long existence of more than 100 years. It                 
is presently owned by the Government of India, and since August, 2010, it is under the                
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administrative control of the Ministry of Railways. As per the present shareholding pattern, the              
entire 100% is owned by The President of India or the nominees of the President of India through                  
the Railway Board, Ministry of Railways. 

● Improvement in revenue: The ratings take comfort from the improvement in revenue from             
FY19 onwards. During FY19, the company booked revenue growth of 144.75% to book revenue              
of Rs.303.69 crores against Rs. 124.08 crores in FY18. Improvement in revenue was mainly due               
to timely execution of work orders. Repair of wagon Division and new wagon sales played a                
major role in improvement of revenue during FY19. As of March end 2020, the company had                
surpassed the revenue booking for FY19 and had booked an amount of Rs.593.96 Crores. 

● Healthy revenue visibility: As of Jan end 2020, the company had an outstanding order book               
position of Rs.989.04 crores, which stands at 1.95 times the total revenue booking as on               
10MFY20. Out of the present outstanding work orders, around 57.27% is required to be              
completed by FY21 and rest by mid FY22.  

● Improvement in credit metrics: The Government of India has infused Rs. 50.00 crore of equity               
capital into BCL during February 2019 to strengthen the working capital requirement of the              
company. Due to this infusion, the company did not utilise its fund based limits during February                
and March 2019 which led to lower finance costs and improvement in Interest Service Coverage               
Ratio to 4.33 times in FY19 against 1.39 times during FY18. The requirement for utilisation of                
fund based limits continued to remain low during FY20 which helped the company to book ISCR                
of 11.17 times during FY20 (Provisional). The Net financial leverage of the company was              
negative during FY19 on account of the net cash position of the company, as the company had a                  
free cash balance of Rs. 29.75 crores against its total debt of Rs. 10.39 crores. Total Debt to Total                   
Net worth had also improved to 0.16 times during FY19 against 6.27 times during FY18. The                
ratio was maintained at more or less the same level in FY20 (0.24 times) and is expected to                  
remain comfortable in the coming years as well. 

● Scope in wagon industry: The wagon industry is mainly dependent on the demand from the               
Indian Railways and the budgeted allocation for such outlays. As per the Union Budget for               
2019-20, the overall allocation to railways has increased by 23% which will create good demand               
for the products and services of BCL. The presence of high entry barriers in the rail engineering                 
industry (in terms of capital, time period for approvals and reservation of a significant proportion               
of orders based on track record) is likely to safeguard BCL’s  position.  

● Diversification to strengthen the business profile: To strengthen the business profile, the            
management has taken some important steps like entering into MOU with RDSO for design, and               
development of prototype of new wagon designs for Indian Railways, which will help in reducing               
its dependence on the traditional lines of manufacturing, and in expanding its market to other               
customers. It has also entered into a MOU with SAIL to facilitate supply of Iron & Steel materials                  
by SAIL, thereby ensuring a steady supply of raw material at reasonable prices. In addition, the                
Railway Board has given in principle clearance for transfer of the assets at the Howrah Works of                 
Burn Standard Company Limited (BSCL) to BCL, which is expected to add to the production               
capacity and topline of the company.  

 
Credit Risks:  
 
● Stiff Competition from private players: After transfer of the administrative control to Rly             
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Ministry, BCL started receiving orders from the Railway Board on nomination basis at             

tendered L1 rate, only for newly built wagons and bogies. But for other products, BCL had to                 

compete in the tendering process for securing orders. Even for repair of wagons in Railways               

and for selling different subassemblies to Railways, BCL is still participating in tenders facing              

stiff competition from private players. Thus, BCL is operating mainly in a competitive             

environment. The compulsion of bidding at low prices to get work orders, may affect the               
profitability of the business.  

● Fluctuation in raw material price: The key inputs for the manufacturing of BCL include iron               
and steel, hence the company will remain exposed to fluctuations in steel prices throughout the               
project execution period, and rising input prices will affect profitability. Pricing power of the              
company is also restricted due to participation in competitive tenders, where margins are thin.              
The ratio of input price to sales of BCL has been increasing year on year as reflected in the figure                    
of 87.63% in FY20 (Provisional), up from  81.51% in FY19 (FY18: 67.33%).  

● Deterioration in EBITDA Margin: The Company’s operating margin has deteriorated to 4.14%            
as per FY20 provisional financials against 4.73% in FY19 (FY18:5.5%). The deterioration in             
margin was mainly due to acquiring orders through competitive bidding and execution thereof,             
coupled with existing composite contracts for repair service of wagons at site, with low Margins,               
but with higher volumes, which has resulted in deterioration of EBITDA at percentage level.              
However, as stated earlier, the deterioration in margin has been offset by increase in absolute               
EBITDA. 

 
ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA: NA 
 
RATING SENSITIVITIES 
 
Positive: Achievement of at least 75% of projected revenue along with improvement in operating               
profitability while maintaining adequate liquidity and continuation of diversification, may lead to positive             
rating action. . 
Negative: Deterioration in profitability margins & liquidity, and substantial reduction in ISCR on a              
sustained basis, may trigger negative rating action. 
 
LIQUIDITY INDICATORS: Adequate 
The liquidity of the company stands adequate as reflected by the lower utilisation of the cash credit limit                  
for the last one year ended March 2020. During the last ten months till March 2020, month end balance in                    
their cash credit account was in credit on five occasions. The average utilisation during the last four                 
months was 11.7% against the sanctioned limit of Rs.40.00 crores. The company presently does not have                
any major debt-led capex plan and long term repayment obligations. Liquidity is further supported by               
comfortable ISCR of 11.17 times and gross financial leverage at 0.83 times during FY20 (Provisional)               
financials. 
 
COMPANY PROFILE 
Braithwaite & Co Ltd. (BCL) was established in 1913 as the Indian Subsidiary of Braithwaite & Co.                 
Engineers Limited (U.K.), for undertaking fabrication of Structural Steel Works. The Company was             
incorporated in erstwhile Bengal as Braithwaite & Co (India) Ltd on February 28, 1930. During 1976,                
Braithwaite & Co Limited was registered and incorporated as a fully owned Government of India              
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Undertaking, and later on in 2010, the Ministry of Railways took over administrative control of the                
company from the Ministry of Heavy Industries & Public Enterprise. As of now, BCL does not have any                  
holding company, subsidiary company, fellow subsidiary company or associate / associates of holding             
company. 
 
BCL is into manufacturing of various products such as railway wagons, steel castings, cranes and               
structural fabrication and provides refurbishments and maintenance services for cranes and wagons, heavy             
structurals for bridges and other engineering applications. Recently it has signed a MOU with Research               
Design and Standards Organisations (RDSO) for design and development of prototypes of new wagon              
designs for Indian Railways. 
 
 
COMPANY FINANCIAL PERFORMANCE 
The company has reported an increase in operating income from Rs.317.03 crores in FY19 to               
Rs.593.96 crores as per provisional figures for FY20, registering a growth of 87.34%. ISCR of               
the company improved to 11.17 times during FY20 (Provisional) against 4.33 times during FY19              
(FY18:1.39 times). Tangible Net Worth of the company is expected to increase to Rs.82.37              
crores as per provisional financials for FY20 against Rs.63.68 crores in FY19 (FY18:Rs.5.82             
Crores). 
 

 

Particulars Units FY18A FY19A 

Total Operating Income ₹ Cr 130.58 317.03 

EBIDTA  ₹ Cr 7.18 14.99 

PAT ₹ Cr 2.60 7.86 

Tangible Net worth ₹ Cr 5.82 63.68 

Total Debt/TNW Times 6.27 0.16 

Current Ratio Times 1.33 1.81 

ISCR Times 1.39 4.33 

 
 
NON-COOPERATION WITH PREVIOUS CREDIT RATING AGENCY IF ANY:NA 
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RATING HISTORY FOR LAST THREE YEARS 

 

S. 
No 

Name of 
Instrument 
(NCD/Bank 
Loan 
/Non-Fund 
Based 
facilities/ 
Commercial 
Paper etc.) 

Current Rating 29 April 2020 
Type 
(Long 
Term/Sho
rt Term) 

Amount 
Outstandin
g ( Rs. 
Crores) 

Rating 

 

Chronology of Rating History for the past 3 years (Rating Assigned and Press Release 
date) along with outlook/ Watch, if applicable  

Date(s) & Rating(S) assigned in 
2019  

Date(s) & Rating(s) 
assigned in 2018  

Dates(s) & Rating(s) assigned
 in 2017 
 

 
1 Bank Loan 

Facility 
Fund 
Based-Long 
Term 
 
 
 

40.00 
 
 
 

BWR 
BBB+, 
Outlook: 
Stable, 
Upgraded 
 
 
 

 
26.07.2019 

FB 60.00 BWR 
BBB, 
Outlook: 
Stable, 
Upgraded 

NF
B 

90.00 BWR 
A3+, 
Upgraded 

Total 150.00
# 

 

 
#Upgraded with enhancement 

in total exposure 
 

 

 
16.10.2018 

FB 41.00 BWR 
BBB-, 
Outlook: 
Stable, 
Upgraded 

NFB 29.00 BWR 
A3, 
Upgraded 

Total 70.00  
 
 

 
 

28.07.2017 
F
B 

32.00 BWR BB+,, 
Outlook: 
Stable, 
Reaffirmed 

N
F
B 

38.00 BWR A4+, 
Reaffirmed 

T
ot
al 

70.00  

 

2  Non-Fund 
Based- 
Short Term 

110.00 BWR A2, 
Upgraded 

   

 Total  150.00     

 
COMPLEXITY LEVELS OF THE INSTRUMENTS 
 
For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf  
 
Hyperlink/Reference to applicable Criteria  

● General Criteria 

● Approach to Financial Ratios 

● Infrastructure Sector 

● Short Term Debt 
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For any other criteria obtain hyperlinks from website 

Analytical Contacts Media 

 
Pratik Dasgupta 
Senior Rating Analyst-Ratings 
Board:91 80 4040 9940 
pratikdas.g@brickworkratings.com 
 
Anuradha Gupta 
Director-Ratings 
Mobile: Contact-9073918943 
anuradha.g@brickworkratings.com  
 

Liena Thakur 
Assistant Vice President - Corporate Communications 
+91 84339 94686 
liena.t@brickworkratings.com 

Phone: 1-860-425-2742 

 
 

 
ANNEXURE 1 

BRAITHWAITE & CO LTD 
Details of Bank Loan Facilities Rated by BWR 

 

State Bank of India  

Type of Facility 
(₹ in Cr) 

Amount rated on 
26.07.2019 Present Limits 

Fund Based Limits   
Cash Credit 40.00 40.00 
Cash Credit Proposed 20.00  
Total Fund Based Limits 60.00 40.00 
Letter of Credit / FLC 10.00 10.00 

Bank Guarantee (BG) 25.00 100.00 

Proposed Bank Guarantee 55.00 0.00 

Short Term Total 90.00 110.00 
Overall exposure 150.00 150.00 
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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. 

About Brickwork Ratings :Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency,            
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 leading public sector 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, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations.  

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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