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Summary of Rated Instruments

Instrument* Rated Amount Rating Action
(in crore)
Long-term: Fund-based facilities 17.00 Assigned [ICRA]BB- (Stable)
Short-term: Non-fund based facilities 14.00 Assigned [ICRA]JA4
Total 31.00

*Instrument Details are provided in Annexure-1

Rating Action

ICRA has assigned the long-term rating of [ICRA]BB- (pronounced ICRA double B minus) for the
Rs.17.00-crore fund-based limits of BNR Infrastructure Private Limited (BNR). ICRA has also assigned
the short-term rating of [ICRA]JA4 (pronounced ICRA A four) for the Rs. 14.00 crore non-fund based
limits of BNR. The outlook on the long-term rating is Stable.

Rationale

The ratings assigned takes into account the established track record of operations of BNR along with
sound technical qualification of the promoters in the construction industry. The rating also draws comfort
from adequate debt protection metrics and relatively low reliance on bank borrowings for the operations.
The rating also considers gradual increase in scale of the projects executed by the company in recent past,
low counterparty risk and low raw material price volatility risk associated with the projects executed by
the company. The ratings are, however, constrained by the highly competitive nature of the construction
industry resulting in reduced scope for scale and margin expansion. The revenues of the company
witnessed a declining trend between FY2014 and FY2016 and registered a modest growth of around 2%
in FY2017. Also, there has been a significant reduction in the new orders secured in FY2017, limiting the
revenue visibility over the medium term. The rating is also constrained by the geographical concentration
risks due to concentration of most of BNR’s ongoing and future projects in Tamil Nadu.

Going forward, considering the competitive intensity in the civil construction business, the ability of the
firm to secure regular orders to grow in scale and improve profitability, while maintaining a satisfactory
track record for the timely execution of its projects in hand, remain important from a credit perspective.

Key rating drivers

Credit Strengths

e Longstanding experience of the company and the partners in construction sector

BNR Infrastructure Projects Private limited was established in 1971 by B. Nadamuni Reddy as small
scale contracting company in Tirupathi. Over the years, the promoters have experience of completing
numerous projects totaling more than Rs 500 crore in value in high-rise and commercial building
construction, industrial construction, and property development.

e Undertakes most of the projects from Government and its allied agencies thereby lowering the
counter party risk

The Major Clientele for the company in the past and current are primarily Tirumala Tiupathi

Devasthanams, Tamil Nadu Housing Board, Tamil Nadu Slum Clearance board, Tamil Nadu Housing

board, Department of Fisheries — Pondicherry.
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o Comfortable financial profile with moderate gearing and strong coverage indicators
The interest coverage indicator and debt service coverage levels are comfortable owing to low working
capital utilization and lack of major long term debt.

o Relatively low vulnerability to raw material price escalation risk

The presence of price escalation clauses for major raw materials on most of the projects mitigates the raw
material price risk to an extent. Monthly billing cycle and regular payments from clients has also resulted
in better management for working capital and inventory planning.

Credit Weakness

e Industry characterized by high competitive intensity

BNR is a small sized construction contractor with a limited project profile and geography of operations.
The industry profile is characterized by high competitive intensity and presence of contractors who bid
aggressively. The aggressive bidding scenario has resulted in diminished opportunity for scale expansion
while maintaining stable margins.

e Prone to project execution risk

As with any construction contractor, the company is susceptible to project execution risk due to various
external factors such as climatic conditions, man power availability etc. However, the company has
established relationships with various agencies and a healthy track record of project execution.

e Projects execution limited to Chennai/Tirupathi/Pondicherry regions; significant sectoral and
customer concentration risk

The company is exposed to significant sectoral concentration risk as it focuses currently on the housing

and urban infrastructure sector. Similarly it concentrates on projects in and around Chennai. Though the

company has executed projects for varied set of clients, majority of the recent projects have been for

select a few clients like Tamil Nadu Housing Board, fisheries department and CMDA.

o Weak order book position limiting the revenue visibility

The operating income of the company had decreased from Rs 84.09crore in FY2015 to Rs 72.71 crore
(estimate) in FY2017. The company has been selective in the bidding and it ensures that it bids for
agencies that have track record of regular payments. However, the company is yet to bag any major
orders in FY2018 resulting in reduced revenue visibility after FY2018. However, the company is actively
pursuing for few major contracts in real estate segment, materialisation of which is expected to result
improvement in scale as well as revenue visibility over the medium term.

Key financial indicators of BNR

FY2015 FY2016
Operating Income (Rs. crore) 84.09 71.26
PAT (Rs. crore) 3.3 2.8
OPBDIT/ Ol (%) 7.4% 6.6%
RoCE (%) 30.4% 22.5%
Total Debt/ TNW (times) 3.1 2.4
Total Debt/ OPBDIT (times) 2.2 3.6
Interest coverage (times) 9.5 10.2
NWC/ Ol (%) 15.5% 26.5%

Analytical approach: For arriving at the ratings, ICRA has applied its rating methodology as indicated
below.
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Links to applicable Criteria
Corporate Credit Rating Methodology
Rating Methodology for Construction Entities

About the Company:

BNR Infrastructure Projects Private limited was established in 1971 by B. Nadamuni Reddy as a small
scale contracting company in Tirupathi. The company is headed by B. VenuGopal Reddy since 1979.
During his tenure the company had grown significantly and in 2011, Mr Charan Prasad Boya, a
management degree graduate from Stanford University, joined BNR. Over the years, the company has
completed numerous projects in high-rise and commercial building construction, industrial construction,
and property development.

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable

Rating History for last three years:
Table: Rating History

S.No Name of Current Rating Chronology of Rating History for
Instrument the past 3 years
Type Rated Month- Month- Month- Month-
amount year & year & year & year &

(Rs. crore) Rating Rating in | Ratingin | Ratingin
FY2018 FY2017 FY2016 FY2015

July 2017 - - -
1 Fund Based Long 17.00 [ICRA]BB- - - -
Facilities Term (Stable)
2 Non Fund Based | Short 14.00 - - -
Facilities Term [ICRAIA4

Complexity level of the rated instrument:

ICRA has classified various instruments based on their complexity as "Simple", "Complex™ and "Highly
Complex". The classification of instruments according to their complexity levels is available on the
website www.icra.in.


https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=475&Title=Construction%20Entities&Report=Construction,%20Rating%20Methodology,%20March%202017.pdf
http://www.icra.in/
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Annexure-1
Instrument Details
Name of the Date of Coupon Maturity | Size of Current Rating and
instrument issuance | rate Date the issue | Outlook
(Rs. Cr)
Secured Overdraft - - - 17.00 [ICRA]BB- (Stable)
Bank Guarantee - - - 13.00 [ICRA]JA4
LC - - - 1.00 [ICRA]JA4
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and
financial services companies as an independent and professional investment Information and Credit
Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a
Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock
Exchange. The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest
shareholder.

For more information, visit www.icra.in
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