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Instrument Amount  
(Rs Crore)  

Rating Action 

Long Term Fund Based-Cash Credit 85.00 [ICRA]A-(Stable) reaffirmed 

Long Term Fund Based-Term Loan  95.00 [ICRA]A-(Stable) reaffirmed 

Short Term Non Fund Based Limits 420.00 [ICRA]A2+ reaffirmed 

 
ICRA has reaffirmed the long term rating of [ICRA]A- (pronounced ICRA A minus) on the Rs 95 crore 
(enhanced from Rs 87.50 crore) term loans, Rs. 75 crore  cash credit limits and the Rs 10 crore working capital 
demand loan of Backbone Enterprises Limited (BEL) . The outlook on the long term rating is ‘Stable’. ICRA has 
also reaffirmed the short term rating of [ICRA]A2+ (pronounced ICRA A two plus) on the Rs. 420 (enhanced 
from Rs 412.50 crore) non-fund based facilities of BEL.  
 
The ratings continue to take into account the promoters’ long track record of over twenty five years in the civil 
construction business coupled with the company’s status of “AA” class contractor and Special Category-1 
registration with Government of Gujarat; and its diversified sectoral and geographical presence across 
segments like Roads, Housing and Irrigation projects. The ratings also take into account the expected build-up 
in the revenues going forward on the back of a healthy order book position of Rs. ~1800 crore (~3.1 times 
FY15 operating income), and several other orders under bid evaluation process. The ratings continue to be 
supported by the reputed and diversified client portfolio consisting mainly of government and semi-government 
agencies such as National Highway Authority of India (NHAI), Roads and Building (R&B) divisions, Municipal 
Corporations of various cities, Irrigation departments, Gujarat Industrial Development Corporation; reputed 
government undertakings like National Building Corporation Company Limited, etc. ICRA also notes the 
improvement in the financial risk profile of the company over the years, on account of the healthy internal 
accruals as reflected in the sustained improvement in its capital structure and coverage indicators. 
 
The ratings are, however, constrained by the high competitive intensity in the civil construction space; and the 
project order based nature of the business, with the risk of reduction in work flow in case of any prolonged 
down-cycle in the construction industry. ICRA also takes into account the high working capital intensity of the 
company’s operations due to high work in progress given the payment releases being linked to milestone 
achievements; the vulnerability of its profitability to fluctuations in input prices in some projects which do not 
have the price escalation clause; and the criticality of timely completion and delivery as per contract terms in 
order to avoid LD claims. 
 
With a stable outlook for the infrastructure and construction space over the near term, the company’s prospects 
remain good. ICRA expects BEL’s revenues to grow by about by 15% in FY 2016-17 (with FY2015-16 as the 
base), given the current order book and plans in pipeline. The large order execution in Odisha (Rs 830 Cr 
between two road projects) is likely to bring synergies and yield better margins for the company. The higher 
proportion of orders outside Gujarat will allow diversification of revenue stream and make the company eligible 
for larger orders in other states in the future. 
 
Company Profile 
Backbone Enterprises Limited (BEL) was established in 1991 as a partnership firm named Backbone 
Enterprise by Mr. Kishor Viramagama, Mr. Bhupendrakumar Panchani, and Mr. Bhovan Rangani in Rajkot 
(Gujarat). It was reconstituted as a public limited company in July 2002. BEL is primarily engaged in 
infrastructure development and construction of roads and highways. The company is also into construction of 
earthwork and dams, and water distribution projects. Further, BEL has operational capacity of 15 MW solar 
power.  
 



 

 
Recent Results 
During FY 2015, BEL reported operating income of Rs. 593 crore and profit after tax of Rs. 29 crores as 
against operating income of Rs. 640 crore and profit after tax of Rs. 20 crores in FY 2014. Further, during FY 
2016 BEL reported operating income of Rs. 528 crore and profit after tax of Rs. 29 crores (as per unaudited 
provisional financials). 
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