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Haridaspur Paradip Railway Company Ltd

Brickwork Ratings upgrades the rating for the bank loan facilities aggregating
₹ 1451.61 Crs of Haridaspur Paradip Railway Company Ltd

 
Particulars

Facility#

Amount (Rs. Crs)

Tenure

Rating

Previous Present Previous
(Aug 2020) Present

Fund Based 1561.64 1451.61 Long Term BWR BBB+
Outlook: Stable

BWR A-
Outlook: Stable

Upgrade

Total 1561.64 1451.61
INR One Thousand Four Hundred Fifty One Crores and

Sixty One Lakhs Only

* Please refer to BWR website www.brickworkratings.com/ for definition of the ratings 
# Details of rated facilities in Annexure I

Rating Action / Outlook
Brickwork Ratings (BWR) has upgraded the rating to BWR A-/Stable for the bank loan
facilities of Haridaspur Paradip Railway Company Ltd (HPRCL or the company).

The rating upgrade factors in the successful achievement of commercial operations date as
per the approved timeline of 1 October 2020.

The rating continues to derive comfort from the strategic importance of the project in terms
of cutting down the distance between the mineral rich belt of Odisha and Paradip Port, the
majority shareholding being with the central and state government (Odisha) entities, the
presence of a concession agreement with the Ministry of Railways for a long term of 30 years
thereby lending revenue visibility, adequate quantities being handled by the Paradip Port
thereby ensuring steady volumes, substantial equity infused by the shareholders to undertake
the project and the maintenance of a debt service reserve account (DSRA) for six months of
principal and interest obligations.

The rating is, however, constrained on account of the susceptibility of the financial
performance to volatility associated with traffic movements and limited operational track of
the railway line.

The outlook is maintained as Stable as the project is expected to continue receiving steady
traffic on the railway corridor as it connects the mineral rich hinterland with the Paradip Port,
resulting in stable cash generation going forward. BWR will continue to monitor the
performance of the project based on the traffic movements and take appropriate rating action
as warranted.
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Key Rating Drivers

Credit Strengths:
Strong Parentage: The company is primarily owned by central and state government entities.
Rail Vikas Nigam Ltd (RVNL) is the key promoter, with a share of 27.51% (also the EPC
contractor for the project) in the company, along with Sagarmala Development Company Ltd
and Paradip Port Trust (PSUs of the Ministry of Shipping) with stakes of 27.96% and 11.50%
respectively. The Government of Odisha and its entities together hold 25.97% stake in the
company. In addition to these, various mining and steel companies are shareholders in the
company. These mining and steel companies are also the users of the rail link.

Achievement of COD: As per the revised schedule, the project was supposed to commence
commercial operations on 1 October 2020. The project had achieved physical completion in
July 2020 and after conducting multiple trial runs, the COD was declared on 1 October 2020
by the Lender’s Independent Engineer, in line with the revised schedule. The railway corridor
has been operational for more than six months now, and while the actual revenue was lower
than the initial estimates due to various reasons including disruptions caused by the covid-19
pandemic, the same is expected to improve in the coming years. The Operation and
Maintenance (O&M) expenses have also been lower in line with the revenue.

Strategic Importance of the Project: The project is strategically important as the railway link
between Haridaspur and Paradip Port will provide an alternate route to connect the mineral
rich and industrial belt of Odisha with the port. The mineral rich hinterland and Paradip Port
lie on either side of the Kolkata-Chennai trunk line, which needs to be crossed for the cargo
to reach Paradip Port. Earlier, the traffic used to pass either through the Talcher-Salegaon link
or Banaspani-Daitri link that connects with the trunk line, and the only way to reach Paradip
Port from there is via the Cuttack-Paradip route, which has already reached its saturation
point in terms of handling traffic. The ~ 80 km Haridaspur–Paradip Broad Gauge (single) rail
link acts as the final extension of the Banspani–Daitri link and provides an alternative route
to reach Paradip Port. With the completion of the link, the total distance for the traffic to
reach Paradip Port has been reduced by ~ 42 km, and has also brought down the overall
freight cost for users.

Maintenance of DSRA: As part of the financing conditions, the company was required to
create a DSRA equivalent to 6 months of principal and interest as an additional security to the
lenders. A DSRA amounting to Rs. 77.69 Crs has been created by the company as against the
present requirement of    Rs. 60.97 Crs.

Credit Risks:
Susceptibility of Financial Performance to Volatility in Traffic Movements: Revenues that the
company earns are linked to the volumes that will be transported through the railway
corridor. Although, given the importance of the project in terms of connecting the mineral
rich belt of Odisha to Paradip Port, significant traffic is expected to remain in the future; the
volumes to be transported each year are not certain, lending volatility to the company’s
revenues and cash flow generation. Additionally, the reduced cargo movement on account of
the covid-19 pandemic has also impacted the company’s performance post-COD. BWR will
continue to monitor the traffic movements on the railway corridor.
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Limited Track Record of Operations: The project achieved the COD only on 1 October 2020
and has been operating only for the past seven months. During this period, on an average 547
rakes were loaded per month and ~ 49 rakes remained empty each month. The actual volumes
have been lower than the earlier estimates due to various factors including the impact of
covid-19 pandemic on the cargo movements. While the company’s operations are expected to
remain stable going forward with steady movement of traffic, the performance needs to be
monitored.

Analytical Approach And Applicable Rating Criteria
BWR has analysed the company on a standalone basis. However, comfort from the
government ownership (both central and state) and long-term concession agreement with the
Indian Railways has been taken into account while arriving at the rating.

For more details, please refer to the applicable criteria at the end.

Rating Sensitivities

Positive: Sustained volumes resulting in the generation of adequate revenues and
profitability, along with the prompt collection of payments from the Indian Railways
Negative: A fall of more than 20% in terms of volumes transported, leading to lower revenue
and stress on the liquidity position

Liquidity Position: Adequate
The first instalment for the repayment of the term loan will become due on 31 December
2021. HPRCL's annual debt servicing obligations are less than Rs. 30 Crs during FY22-FY24
and less than Rs. 100 Crs during FY25-FY28. As against these obligations, the company's
average cash accruals are expected to be above Rs. 100 Crs during FY22-FY24 and Rs. 170
Crs during FY25-FY28, indicating availability of adequate cash accruals to meet the debt
obligations. HPRCL has also maintained a DSRA equivalent to six months of principal and
interest requirement to ensure timely debt servicing.

Company Profile:
Haridaspur Paradip Railway Company Limited (HPRCL), an SPV of Rail Vikas Nigam
Limited, was incorporated in 2006. It is a PPP project, executed under the BOT model. Key
shareholders include Rail Vikas Nigam Limited (PSU of Ministry of Railways (MoR),
Sagarmala Development Company Ltd (PSU of the Ministry of Shipping), Paradip Port
Trust (PPT) (Undertaking of the Ministry of Shipping), the Government of Odisha (through
the Governor of the state) and state-promoted entities Odisha Mining Corporation Limited
(OMC) and Odisha Industrial Infrastructure Development Corporation (IDCO)] and a number
of mining and steel companies.

HPRCL has developed a broad gauge railway link of around 80 km [S/L] between Haridaspur
and Paradip Port (named Haridaspur–Paradip Railway Link). The construction of the rail link
was assigned to RVNL (as an EPC contract). The objective of the project is to establish a
direct link (with a considerable reduction in distance) between the mineral rich belt of Odisha
(viz. Barbil Region) and Paradip Port. The project achieved the COD on 1 October 2020.
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Key Financial Indicators

Key Financial Indicators

Particulars Unit FY19 (A) FY20 (A)

Operating Income Rs. Crores 385.42 346.66

EBITDA Rs. Crores 0.26 0.26

Net Profit Rs. Crores 0.42 0.49

Total Debt Rs. Crores 1094.35 1306.20

Tangible Networth Rs. Crores 714.44 1064.58

Debt to Equity Times 1.53 1.23

Note: All financials are adjusted as per BWR standards. The company has been recognizing the amount spent on
construction of intangible assets under service concession agreement as revenue in compliance with the
requirements of IndAS.

Non-cooperation With Previous Rating Agency If Any: NA

Rating History for the past three years (including withdrawals and suspensions)

Sl.
No. Facilities Current Rating Rating History

Fund Based Type Amount
(Rs. Crs) Rating 2020 2019 2018

1. Term Loan Long
Term

1451.61 BWR
A-/Stable

BWR
BBB+/Stable

BWR
BBB+/Stable

BWR
BBB+/Stable

Total 1451.61 INR One Thousand Four Hundred Fifty One
Crores and Sixty One Lakhs 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
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Haridaspur Paradip Railway Company Ltd

Annexure I - Details of Rated Bank Facilities

Facility Tenure Amount
(Rs. Crs)

Term Loan Long Term 1451.61
Total 1451.61

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 Securities and Exchange Board of India [SEBI] registered Credit Rating Agency
and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan, Non- convertible /
convertible / partially convertible debentures and other capital market instruments and bonds, Commercial
Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other structured /
credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc. BWR has
rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also rated
NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters 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 India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by the Reserve Bank of India [RBI], offers credit ratings of
Bank Loan facilities, Non- convertible / convertible / partially convertible debentures and other capital market
instruments and bonds, Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities,
partial guarantees and other structured / credit enhanced debt instruments, Security Receipts, Securitisation
Products, Municipal Bonds, etc. [hereafter referred to as “Instruments”]. BWR also rates NGOs, Educational
Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal Corporations.
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BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by
BWR that the ratings assigned by BWR are based on information obtained from the issuer of the instrument and
other reliable sources, which in BWR’s best judgement are considered reliable. The Rating Rationale / Rating
Report & other rating communications are intended for the jurisdiction of India only. The reports should not be
the sole or primary basis for any investment decision within the meaning of any law or regulation (including the
laws and regulations applicable in Europe and also the USA).

BWR also wishes to inform that access or use of the said documents does not create a client relationship
between the user and BWR.

The ratings assigned by BWR are only an expression of BWR’s opinion on the entity / instrument and should
not in any manner be construed as being a recommendation to either, purchase, hold or sell the instrument.

BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any
jurisdiction nor are they to be used as a basis for or as an alternative to independent financial advice and
judgement obtained from the user’s financial advisors. BWR shall not be liable to any losses incurred by the
users of these Rating Rationales, Rating Reports or its contents. BWR reserves the right to vary, modify,
suspend or withdraw the ratings at any time without assigning reasons for the same.

BWR’s ratings reflect BWR’s opinion on the day the ratings are published and are not reflective of factual
circumstances that may have arisen on a later date. BWR is not obliged to update its opinion based on any
public notification, in any form or format although BWR may disseminate its opinion and analysis when
deemed fit.

Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees
or agents (collectively, “BWR Party”) guarantee the accuracy, completeness or adequacy of the Ratings, and no
BWR Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or
for the results obtained from the use of any part of the Rating Rationales or Rating Reports. Each BWR Party
disclaims all express or implied warranties, including, but not limited to, any warranties of merchantability,
suitability or fitness for a particular purpose or use. In no event shall any BWR Party be liable to any one for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs,
expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in
connection with any use of any part of the Rating Rationales and/or Rating Reports even if advised of the
possibility of such damages. However, BWR or its associates may have other commercial transactions with the
company/entity. BWR and its affiliates do not act as a fiduciary.

BWR keeps certain activities of its business units separate from each other in order to preserve the independence
and objectivity of the respective activity. As a result, certain business units of BWR may have information that
is not available to other BWR business units. BWR has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities,
securities etc., or from obligors. BWR’s public ratings and analysis are made available on its web site,
www.brickworkratings.com. More detailed information may be provided for a fee. BWR’s rating criteria are
also generally made available without charge on BWR’s website.

This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases,
advisories, communications issued by BWR and circulation of the ratings without this disclaimer is prohibited.

BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board
of India and is governed by the applicable regulations issued by the Securities and Exchange Board of India as
amended from time to time.
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