
 
 

RATING   RATIONALE    30   May   2020   

 

BRIJ   GOPAL   CONSTRUCTION   COMPANY   PVT   LTD  

Brickwork   Ratings   assigns   the   rating   for   the   Bank   Loan   Facilities   aggregating   ₹   750  
Crores   of Brij   Gopal   Construction   Company   Pvt   Ltd  

   
Particulars   :  

 
Facility**  Amount   (₹   Crs)  Tenure  Rating*  

Fund   Based  150  
Long   Term  BWR   BBB+  

Stable  Non-Fund   Based  600  

Total  750  INR   Seven   Hundred   and   Fifty   Crores   Only  
*Please   refer   to   BWR   website    www.brickworkratings.com/    for   definition   of   the   ratings   
**   Details   of   Bank   Facilities   are   provided   in   Annexure-I  

 
Rating   Action   /   Outlook  
 
Brickwork  Ratings  (BWR)  has  assigned  BWR  BBB+  (Stable)  to  the  bank  loan  facilities  of               
Brij   Gopal   Construction   Company   Pvt   Ltd   (BGCCPL   or   the   company).  

The  rating  draws  strength  from  the  experienced  promoters  and  management  team,  established             
track  record  of  the  company  (especially  in  the  roads/highways  segment),  healthy  revenue             
visibility  over  the  medium  term  backed  by  an  adequate  order  book  position,  achievement  of               
financial  closure  for  HAM  (Hybrid  Annuity  Model)  projects,  escalation  clauses  being            
available  in  HAM  projects  with  separate  O&M  payouts,  comfortable  debt  protection            
indicators,   adequate   liquidity   position   and   improved   profitability   margins.   

The  rating,  however,  is  constrained  on  account  of  volatility  in  the  revenue  stream  due  to                
tender-based  operations,  execution  risks  associated  with  HAM  projects  due  to  their  nascent             
stage  of  construction,  a  considerable  increase  in  the  debt  size  at  a  consolidated  level  on                
account  of  HAM  projects  impacting  the  capital  structure,  sector  concentration  in  the  order              
book   and   inherent   risks   associated   with   the   infrastructure   sector.  

The  outlook  has  been  kept  as  Stable  as  the  company’s  performance  is  likely  to  be  sustained                 
over   the   medium   term,   backed   by   an   adequate   order   book   position.  
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Key   Rating   Drivers  
 
Credit   Strengths:  

Healthy  Revenue  Visibility:  The  company  had  an  adequate  order  book  position  of  Rs.  4584.70               
Crs  as  on  31  December  2019.  The  order  book  is  3.13x  the  revenue  achieved  in  FY20  (as  per                   
provisional  statements),  providing  adequate  visibility  over  the  medium  term.  The           
counterparties  are  also  diverse  and  include  the  NHAI,  state  departments,  as  well  as  the               
Municipal  Corporations  of  Rajasthan,  Haryana,  Maharashtra,  Jammu  and  Delhi.  The  order            
book   also   consists   of   three   HAM   projects   and   one   BOT   (Build,   Operate   and   Transfer)   project.   
 
Financial  Closure  and  Availability  of  Right  of  Way  for  HAM  Projects:  BGCCPL  has  three               
ongoing  HAM  projects  of  which  two  are  at  the  first  stage  of  construction  and  third  is  nearing                  
completion.  The  company  requires  debt  of  Rs.  814  Crs  for  the  construction  of  these  projects,                
which  has  already  been  tied-up,  and  the  company  has  also  received  financial  closure              
certificates  from  the  NHAI  for  both  the  projects.  Furthermore,  the  company  has  secured              
majority  right  of  way,  in  line  with  the  revised  features  of  HAM  projects,  for  both  the  projects,                  
mitigating   the   land   acquisition   risk.  
 
Presence  of  Relevant  Escalation  Clauses  with  Separate  O&M  Payouts:  40%  of  the  cost  of               
HAM  projects  comes  in  the  form  of  milestone-linked  grants  from  the  NHAI.  Furthermore,              
the  concession  agreements  consist  of  escalation  clauses  to  safeguard  the  concessionaire            
against  any  unforeseen  increase  in  the  cost  in  future.  Additionally,  the  concessionaire  will  be               
paid  maintenance  charges  separately  during  the  maintenance  period,  along  with  the  provision             
of  interest  in  the  case  of  delayed  payments,  reducing  the  risk  associated  with  the  project  to  a                  
great  extent.  In  addition,  there  are  termination  clauses  ensuring  adequate  payouts  to  the              
concessionaire  if  the  agreement  is  terminated.  One  of  the  two  HAM  projects  has  already               
achieved   the   first   milestone   of   20%.  
 
Improved  Profitability  Indicators:  The  profitability  of  the  company  at  both  EBITDA  and  net              
levels  has  improved  considerably  over  the  last  two  years  as  the  company  has  been  able  to  get                  
projects  at  good  margins.  The  EBITDA  margin  of  the  company  improved  from  the  levels  of                
1.50-2%  in  the  past  to  6.86%  in  FY19  and  12.19%  (provisional)  in  FY20.  Accordingly,  the                
net  margin  also  increased  from  less  than  1%  in  the  past  to  ~  3%  in  FY19  and  6.89%                   
(provisional)  in  FY20.  Going  forward  also,  with  the  execution  of  HAM  projects,  the              
company’s   profitability   is   likely   to   be   sustained.  
 
Credit   Risks:  

Nascent  Stage  of  Under-Construction  HAM  Projects: The  company  has  recently  started  the             
implementation  of  two  large  HAM  projects;  thus,  these  projects  are  exposed  to             
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execution-related  risks.  The  first  milestone  of  20%  has  been  achieved  for  one  project,  but  the                
other  one  is  yet  to  achieve  the  same.  Furthermore,  all  HAM  projects  put  together  will  require                 
equity  of  around  Rs.  335  Crs,  which  the  company  has  proposed  to  fund  largely  through  its                 
internal  accruals.  This  exposes  the  company  to  some  financing  risk  in  case  the  company  is                
unable   to   achieve   the   projected   level   of   profits,   going   forward.  
 
Concentration  in  Order  Book:  More  than  40%  of  the  current  unexecuted  order  book  position               
of  the  company  is  in  the  form  of  two  large  HAM  projects  for  the  NHAI,  which  are  to  be                    
executed  by  SPVs  set-up  for  the  purpose,  and  debt  and  equity  required  for  the  projects  will                 
also  be  raised  by  the  SPVs.  The  company  has  traditionally  been  an  EPC  contractor  and  has                 
ventured   into   the   execution    of    HAM   projects   through   SPVs   for   the   first   time.   
 
Stress  on  Gearing:  The  company  largely  has  non-fund  based  limits  in  the  form  of  bank                
guarantees  (BG)  with  limited  fund-based  debt  in  the  form  of  vehicle/equipment  loans  and              
working  capital  limits.  Accordingly,  the  gearing  has  remained  less  than  1x.  The  lead  bank  has                
reassessed  the  working  capital  limits  of  the  company  at  Rs.  750  Crs  (including  fund  and                
non-fund  based  limits).  After  taking  50%  of  the  reassessed  bank  guarantee  limits  (largely              
performance  guarantees)  for  the  purpose  of  calculating  debt  to  equity,  the  ratio  however,              
increases  to  nearly  1.50x.  Furthermore,  the  company  has  a  debt  requirement  of  more  than  Rs.                
800  Crs  for  HAM  projects  as  against  an  equity  requirement  of  Rs.  330  Crs  for  these                 
projects  (Rs.  110  Crs  has  already  been  infused).  The  same  will  further  put  stress  on  the                 
company’s   capital   structure   at   the   consolidated   level.  
 
Analytical   Approach   And   Applicable   Rating   Criteria   
 
For  arriving  at  the  rating,  BWR  has  considered  the  audited  standalone  financials  (as  the  SPVs                
are  not  operational  yet)  of  the  company  until  FY19,  provisional  financial  statements  for              
FY20,   financial   projections   and   various   project-related   information   of   HAM   projects.  
 
Please   refer   to   the   applicable   criteria   at   the   end.  
 
Rating   Sensitivities  
 
Positive: If  the  company  is  able  to  achieve  various  milestones  and  complete  HAM  projects               
within  the  allotted  timeline  and  simultaneously  add  new  orders,  it  will  be  considered  positive               
for   the   rating.  
 
Negative: The  rating  can  be  revised  downwards  if  there  is  a  delay  in  the  execution  of  these                  
projects,   leading   to   the   risk   of   penalties   and   the   deterioration   of   profitability.  
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Liquidity   Position:   Adequate  
 
BGCCPL  reported  cash  and  unencumbered  fixed  deposits  of  Rs.  61.23  Crs  as  on  March  31,                
2020.  Furthermore,  the  company  also  has  sanctioned  fund-based  working  capital  limits  of  Rs.              
60  Crs  to  manage  its  short-term  liquidity  requirements.  The  lead  bank  has  assessed  the               
fund-based  working  capital  requirement  for  the  company  at  Rs.  150  Crs  at  present,  and               
enhancement  proposals  are  in  the  process  of  getting  sanctioned  by  the  banks.  Incremental              
working   capital   limits   will   further   aid   the   company’s   liquidity   position.   
 
Company   Profile  
 
Brij  Gopal  Construction  Company  Pvt  Ltd  (BGCCPL)  was  originally  started  as  a  partnership              
firm  by  Mr.  Ram  Gopal  Goyal  and  his  sons  Mr.  Vikram  Goyal,  Mr.  Rajan  Goyal  and  Mr.                  
Raman  Goyal  in  1999.  The  partnership  firm  was  then  converted  into  a  private  limited               
company  in  2009,  and  all  the  business  of  the  firm  was  then  transferred  to  BGCCPL.                
BGCCPL  is  essentially  an  EPC  contractor  with  operations  in  roads/highways,  sewerage,            
storm  water,  drain  water  supply  and  works  management,  including  ancillary  works  and             
housing   projects.  
 
The  company  has,  however,  now  ventured  into  HAM  road  projects,  which  currently  forms              
more  than  40%  of  the  company’s  order  book.  The  company  has  an  unexecuted  order  book                
position  of  Rs.  4584.70  Crs  as  on  Dec  31,  2019,  of  which  orders  worth  Rs.  1917.50                 
Crs   come   from   the   two   HAM   projects   from   the   NHAI.  
 
Key   Financial   Indicators  

Particulars   Units  FY18   (A)  FY19   (A)  FY20   (Prov)  
Revenue   from   Operations  Rs.   Crs  1256.36  1395.29  1462.96  

EBITDA  Rs.   Crs  47.56  95.75  178.35  
PAT  Rs.   Crs  24.08  41.39  100.76  

Total   Debt  Rs.   Crs  122.82  300.03  227.29  
Tangible   Net   Worth  Rs.   Crs  267.93  309.61  457.37  

Total   Debt/TNW  Times  0.46  0.97  0.50  

Note:  The  provisional  financial  statements  for  FY20  submitted  by  the  company  have  been              
certified   by   the   Chartered   Accountant.  
 
Key   Covenants   Of   The   Instrument/Facility   Rated:   NA  
 
Non-cooperation   With   Previous   Rating   Agency   If   Any:   NA   
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Rating   History  

Facility  Current   Rating   Rating   History  

Fund   Based  Tenure  Amount  
(₹   Crs)  Rating  2019  2018  2017  

CC  Long   Term  150  BWR  
BBB+/Stable  NA  NA  NA  

Non-Fund  
Based        

BG  Long   Term  600  BWR  
BBB+/Stable  NA  NA  NA  

Total   750  INR   Seven   Hundred   and   Fifty   Crores   Only  
 
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  

 

Analytical   Contacts  Investor    and   Media   Relations  
Aakriti   Sharma  
Assistant   Manager   -   Ratings  
Board:   +91   11   2341   2232         Ext:   111  
aakriti.s@brickworkratings.com  
 
Vipula   Sharma  
Director–   Ratings  
Board:   +91   80   4040   9940  
vipula.s@brickworkratings.com  

 
Liena   Thakur  
Assistant   Vice   President   -   Corporate  
Communications  
+91   84339   94686  
liena.t@brickworkratings.com  
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Brij   Gopal   Construction   Company   Pvt   Ltd  

ANNEXURE   I  
Details   of   Bank   Facilities   rated   by   BWR  

Sl.   No.  Name   of   the   Bank  Type   of  
Facilities  

Long   Term  
(₹   Cr)  

Total  
(₹   Cr)  

1.  Union   Bank   of   India  CC  40  40  

2.  OBC  CC  20  20  

3.  Untied-up  CC  90  90  

4.  Union   Bank   of   India  BG  260  260  

5.  OBC  BG  60  60  

6.  Untied-up  BG  280  280  

TOTAL  750  

 
Additional  information  is  available  at  www.brickworkratings.com .  The  ratings  above  were  solicited  by,  or  on  behalf  of,  the                 
issuer,   and   therefore,   Brickwork   Ratings   has   been   compensated   for   the   provision   of   the   ratings.   
 
Ratings  are  not  a  recommendation  or  suggestion,  directly  or  indirectly,  to  you  or  any  other  person,  to  buy,  sell,  make  or  hold                       
any  investment,  loan  or  security  or  to  undertake  any  investment  strategy  with  respect  to  any  investment,  loan  or  security  or                     
any   issuer.  
 
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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