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Rating Rationale
August 02, 2022 | Mumbai

DBL Mangalwedha Solapur Highways Private Limited
Rating upgraded to 'CRISIL AAA/Stable'

 
Rating Action

Rs.363.88 Crore Non Convertible Debentures CRISIL AAA/Stable (Upgraded from ‘CRISIL
AA+/Positive’)

1 crore = 10 million
Refer to Annexure for Details of Instruments & Bank Facilities

Detailed Rationale
CRISIL Ratings has upgraded its rating on the non-convertible debentures (NCDs) of DBL Mangalwedha Solapur Highways
Private Limited (DMSHPL) to 'CRISIL AAA/Stable’ from ‘CRISIL AA+/Positive’.
 
The rated NCDs have been utilised for refinancing the project term loan and funding of balance engineering, procurement
and construction cost (tranche I of Rs 300 crore) and creation of debt service reserve account (DSRA, tranche II of Rs 24.9
crore)
 
The rating action follows receipt of first annuity (along with interest) and operations and maintenance (O&M) payment from
National Highways Authority of India (NHAI; ‘CRISIL AAA/Stable’) as per the provisions of the concession agreement (CA)
on June 20, 2022. Further, the sponsor has created a DSRA of Rs 24.90 crore in the form of fixed deposits, covering six
months of peak debt servicing obligations in line with the financing agreements.
 
The annuity receipt corresponded to the entire project length without deductions. But Rs 3.3 crore were withheld by NHAI
from the annuity payment. This amount pertains to the Goods and Services Tax (GST), which is expected to be reimbursed
upon submission of documentation corresponding to actual GST payments. The project has a track record of timely and full
receipt of payment milestones during construction, and timely receipt of first annuity payment
 
The project received provisional completion certificate (PCC) with effect from December 14, 2021 vide letter dated
December 22, 2021, thereby significantly mitigating implementation risk. PCC has been received for 52.76 kilometre (km),
i.e., 93.38% of total project length of 56.50 km. The management has articulated that punch list A has been completed.
Pertaining to punch list B, only work for Rs 0.90 crore is pending and should be completed by September 2022. DMSHPL
has also requested the NHAI for descoping works amounting to Rs 4.53 crore. The main carriageway is complete and
remaining work pertains to service roads, and rest area. Approval for descoping of pending works of punch list B items is
awaited from NHAI.
 
The rating continues to reflect healthy debt protection metrics of the project and inherent benefits of the hybrid annuity
model (HAM). The rating also derives comfort from the strong management support, operating capabilities and financial
flexibility of Cube Highways and Infrastructure III Pte Ltd (Cube Highways). These strengths are partially offset by
susceptibility to changes in operating cost and interest rate.

Analytical Approach
CRISIL Ratings has considered standalone business and financial risk profiles of DMSHPL to arrive at the rating action.

Key Rating Drivers & Detailed Description
Strengths
Healthy debt protection metrics
The project is to receive 60% of the bid project cost (BPC) from NHAI in the form of 30 semi-annual payments starting June
20, 2022. Along with fixed annuities, the project will receive interest payments on the balance annuities at a rate equal to the
prevailing bank rate plus 3%. Ratio of debt to annuities receivable is expected to be healthy at 0.42 time (assuming draw
down of entire NCD and receipt of 100% annuity) and debt service coverage ratio (DSCR) comfortably above 1 time
throughout the debt tenure. 
 
The first NCD repayment is due on September 30, 2022, providing a cushion of more than 60 days between the
scheduled annuity payment date and the debt repayment date. Additionally, DSRA of Rs 24.9 crore (equivalent peak debt
servicing obligation of six months and translating to around 11 months of debt servicing obligation for fiscal 2023) has been
created upfront, protecting cash flow in the event of delay in receipt of annuity. Any significant delay or deduction in payment
from NHAI will remain a rating sensitivity factor.
 
Inherent benefits of HAM
The project benefits from HAM with provisions such as de-linking/de-scoping of unavailable land, which lets PCC to be
issued on completion of construction on the land made available up to 146 days from the appointed date (AD), thereby
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allowing full annuities to be paid as if all project works have been completed. The concessionaire is required to complete
construction on the remaining land whenever it is made available after the PCC. Consequently, this project received PCC on
December 14, 2021 on 52.76 km (i.e., 93% of total project length). Other benefits of HAM include indexation done to the
BPC and O&M cost to the extent of inflation movement and interest payments on residual annuity payments in the
operational period.
 
The project had received PCC with effect from December 14, 2021 (vide letter dated December 22, 2021) for 52.76 km, i.e.,
93.38% of total project length of 56.50 km. Based on the report from independent engineer (IE) for March 2022, 98.35% of
total work is completed, the management has indicated that punch list A is completed, except for highway traffic
management system and toll plaza for which NHAI has sought clarification from IE. For punch list B, work amounting to Rs
0.90 crore is expected to be completed by September 2022; further, for works amounting to Rs 4.53 crore, the company has
requested NHAI for descoping for the purpose of final completion certificate. Once descoping is approved, the amount shall
be reduced from BPC and subsequent annuities shall be calculated accordingly at the reduced amount. As per the
provisions of the HAM CA, full annuities and O&M payments are to be received starting six months from the PCC.
Accordingly, the project has received its first annuity (along with interest) and O&M payment, to the extent of entire project
length, in-line with the provision in the CA.
 
Experienced management team
Dilip Buildcon Ltd (DBL; ‘CRISIL A/Negative’) entered into a share purchase agreement (SPA) with Cube Highways in
August 2019, wherein DBL will sell its entire shareholding in DMSHPL to Cube Highways in a phased manner, subject to the
shareholding transfer restrictions set out in the CA, and various regulatory and lender approvals. Presently, 49% of equity
shareholding and 100% of promoter loans have been taken over by Cube Highways. The balance shareholding is expected
to be transferred by mid of August 2022.
 
Cube Highways has a well-equipped team of professionals to manage the maintenance of the road. Its senior management
comprises experienced professionals with deep understanding of the technical specifications and advanced methods of
O&M to proactively tackle the maintenance of road projects. This is further supported by an experienced finance and legal
team. Cube Highways has undertaken to fund any shortfall in annuity, O&M and interest pay-outs by NHAI due to pending
work completion to achieve commercial operation date (COD) and has the financial flexibility to support the project, if
needed, and have the track record of doing so in their other projects. Further, Cube Highways is supported by strong
sponsors such as Abu Dhabi Investment Authority, I-Squared Capital.
 
Weaknesses
Susceptibility to changes in operational cost and interest rate
The project is exposed to risks related to maintenance of the project stretch. If the prescribed standards are not met, annuity
payment may be reduced. Any significant delay and deduction in annuities could impact the debt-servicing capability.
Nonetheless, the management's extensive experience is expected to mitigate this risk and help in effective maintenance
and avoidance of any structural damage to the road.
 
Along with fixed annuities, the project will receive interest payments on the balance annuities that are linked to the prevailing
bank rate. While bank rate has increased recently, it witnessed significant reduction over the 18-24 months since the project
award, thereby impacting project inflow, given that a large proportion of the cash inflow is from the interest on balance
annuities. However, this is partially offset as the coupon rate on the NCDs is floating after two years from deemed date of
allotment and may follow the trend in bank rates, thus supporting DSCR.
 
Exposure to refinancing risk
The NCDs have put/call options exposing the company to refinancing risk. The first put/call option date is two years from the
deemed date of allotment and at the end of every year thereafter or as mutually agreed between the issuer and debenture
holder. This risk is partially mitigated, given the sufficient time available for refinancing the NCDs, i.e., 90-120 days, stable
cash flow and healthy debt protection metrics of the project and extensive experience of Cube Highways.

Liquidity: Superior
Liquidity will be supported by receipt of semi-annual annuities (along with interest) and O&M pay-out from NHAI. The DSCR
is expected to be comfortably over 1 time throughout the tenure of debt. Further, DSRA of Rs 24.9 crore is available, which
is equivalent to six months of peak debt servicing obligation. Furthermore, there is a gap of more than 30 days between the
scheduled annuity payment date and the debt repayment date, which provides a cushion in case of delay in annuity.
Financial support will also be available from Cube Highways in case of any shortfall/deduction in annuity due to any issue in
project completion, under the sponsor support agreement signed for the NCDs.

Outlook: Stable
DMSHPL should continue to benefit from the receipt of PCC, leading to stable semi-annual payments from NHAI

Rating Sensitivity Factors
Downward Factors

Substantial delay in receipt of subsequent annuities from NHAI
Significant deduction in annuity and O&M payments due to non-maintenance of the road
Any significant additional debt contracted

About the Company
DMSHPL is a special-purpose vehicle incorporated on April 11, 2018. DBL entered into an SPA with Cube Highways in
August 2019, wherein DBL will, sell its entire shareholding in DMSHPL to Cube Highways, in a phased manner. Currently,
Cube Highways holds 49% equity shares of the company and the balance (51%) is held by DBL. It is established to
undertake four-laning (from existing two-lane) of the Sangli-Solapur (Mangalwedha to Solapur) section of national highway
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(NH) 166 in Maharashtra on a design, build, operate and transfer basis under HAM. Total length of the road is 56.50 km and
the pavement is rigid (concrete).
 
The CA was signed on May 10, 2018, and the concession period includes construction period of 730 days from the AD and
fixed operations period of 15 years from the COD. AD was received on May 23, 2019, and the project received an extension
of 180 days owing to the Covid-19 pandemic-related disruptions. The project received PCC on December 14, 2021. The
project cost is Rs 889 crore, funded through ab NHAI grant to the extent of Rs 431 crore, debt of Rs 334 crore, and the
balance through equity and contribution extended by the promoters.

Key Financial Indicators
Particulars Unit 2022 2021 2020
Revenue* Rs.Crore 109 318 356
Profit After Tax (PAT) Rs.Crore -15 -24 -14
PAT Margin % -12.8 -7.5 -3.9
Adjusted debt/adjusted networth Times -622.81 20.85 3.69
Interest coverage Times 0.15 -0.19 -0.26

*Revenue includes construction cost incurred in the project as per IND AS accounting requirements

Any other information:
Put/call option on the proposed NCDs: First put/call option date is two years from deemed date of allotment and
every year thereafter
 
Step-up/step-down in coupon rate: The coupon rate shall be revised upwards by 0.25% for every notch
downgrade in the credit rating of the debentures till AA. In case of rating downgrade to AA- or below, the coupon
shall be increased by 1.00% for every notch downgrade below AA. The coupon rate shall be revised downwards by
0.35% for upgrade in rating to AAA.

 
Financial covenants

DSCR below 1.10 time will be considered a breach of restricted payment conditions.

Note on complexity levels of the rated instrument:
CRISIL Ratings' complexity levels are assigned to various types of financial instruments. The CRISIL Ratings' complexity
levels are available on www.crisil.com/complexity-levels. Users are advised to refer to the CRISIL Ratings' complexity
levels for instruments that they consider for investment. Users may also call the Customer Service Helpdesk with queries
on specific instruments.

Annexure - Details of Instrument(s)
ISIN Name of

instrument
Date of

allotment
Coupon
rate (%)

Maturity
date

Issue size
(Rs.Crore)

Complexity
level

Rating assigned
with outlook

INE00OO07018 NCDs 22-Feb-
2022

6.32%
(year 1)

28-Feb-
2035 338.90 Complex CRISIL AAA/Stable

INE00OO07026 NCDs 22-Feb-
2022

6.32%
(year 1)

28-Feb-
2035 24.90 Complex CRISIL AAA/Stable

NA NCDs* NA NA NA 0.08 Complex CRISIL AAA/Stable
*Yet to be issued

Annexure - Rating History for last 3 Years
 Current 2022 (History) 2021 2020 2019 Start of

2019

Instrument Type Outstanding
Amount Rating Date Rating Date Rating Date Rating Date Rating Rating

Non Convertible
Debentures LT 363.88 CRISIL

AAA/Stable 11-02-22 CRISIL
AA+/Positive  --  --  -- --

   -- 28-01-22 CRISIL
AA+/Positive  --  --  -- --

All amounts are in Rs.Cr.

  

Criteria Details

Links to related criteria
The Rating Process
CRISILs criteria for rating annuity and HAM road projects
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This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper/magazine/agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL Ratings. However, CRISIL Ratings alone has
the sole right of distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites and portals.

About CRISIL Ratings Limited (A subsidiary of CRISIL Limited)

CRISIL Ratings pioneered the concept of credit rating in India in 1987. With a tradition of independence, analytical rigour and
innovation, we set the standards in the credit rating business. We rate the entire range of debt instruments, such as bank loans,
certificates of deposit, commercial paper, non-convertible/convertible/partially convertible bonds and debentures, perpetual
bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other structured
debt instruments. We have rated over 33,000 large and mid-scale corporates and financial institutions. We have also instituted
several innovations in India in the rating business, including ratings for municipal bonds, partially guaranteed instruments and
infrastructure investment trusts (InvITs).
 
CRISIL Ratings Limited ('CRISIL Ratings') is a wholly-owned subsidiary of CRISIL Limited ('CRISIL'). CRISIL Ratings Limited is
registered in India as a credit rating agency with the Securities and Exchange Board of India ("SEBI").
 
For more information, visit www.crisilratings.com 
 

About CRISIL Limited

CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India's leading
ratings agency. We are also the foremost provider of high-end research to the world's largest banks and leading corporations.

CRISIL is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics
and data to the capital and commodity markets worldwide.

For more information, visit www.crisil.com 

Connect with us: TWITTER | LINKEDIN | YOUTUBE | FACEBOOK

CRISIL PRIVACY NOTICE
 
CRISIL respects your privacy. We may use your contact information, such as your name, address and email id to fulfil your request and service your
account and to provide you with additional information from CRISIL. For further information on CRISIL’s privacy policy please visit www.crisil.com.

DISCLAIMER

This disclaimer is part of and applies to each credit ra�ng report and/or credit ra�ng ra�onale (‘report’) that is provided by
CRISIL Ra�ngs Limited (‘CRISIL Ra�ngs’). To avoid doubt, the term ‘report’ includes the informa�on, ra�ngs and other content
forming part of the report. The report is intended for the jurisdic�on of India only. This report does not cons�tute an offer of
services. Without limi�ng the generality of the foregoing, nothing in the report is to be construed as CRISIL Ra�ngs providing
or intending to provide any services in jurisdic�ons where CRISIL Ra�ngs does not have the necessary licenses and/or
registra�on to carry out its business ac�vi�es referred to above. Access or use of this report does not create a client
rela�onship between CRISIL Ra�ngs and the user.

 
We are not aware that any user intends to rely on the report or of the manner in which a user intends to use the report. In
preparing our report we have not taken into considera�on the objec�ves or par�cular needs of any par�cular user. It is made
abundantly clear that the report is not intended to and does not cons�tute an investment advice. The report is not an offer to
sell or an offer to purchase or subscribe for any investment in any securi�es, instruments, facili�es or solicita�on of any kind to
enter into any deal or transac�on with the en�ty to which the report pertains. The report should not be the sole or primary
basis for any investment decision within the meaning of any law or regula�on (including the laws and regula�ons applicable in
the US).

 
Ra�ngs from CRISIL Ra�ngs are statements of opinion as of the date they are expressed and not statements of fact or
recommenda�ons to purchase, hold or sell any securi�es/instruments or to make any investment decisions. Any opinions
expressed here are in good faith, are subject to change without no�ce, and are only current as of the stated date of their
issue. CRISIL Ra�ngs assumes no obliga�on to update its opinions following publica�on in any form or format although CRISIL
Ra�ngs may disseminate its opinions and analysis. The ra�ng contained in the report is not a subs�tute for the skill, judgment
and experience of the user, its management, employees, advisors and/or clients when making investment or other business
decisions. The recipients of the report should rely on their own judgment and take their own professional advice before ac�ng
on the report in any way. CRISIL Ra�ngs or its associates may have other commercial transac�ons with the en�ty to which the
report pertains.

 

http://www.crisilratings.com/
http://www.crisil.com/
https://twitter.com/CRISILLimited
http://www.linkedin.com/company/crisil
https://www.youtube.com/user/CRISILLimited
https://www.facebook.com/CRISILLimited
https://www.crisil.com/en/home/crisil-privacy-notice.html
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Neither CRISIL Ra�ngs nor its affiliates, third-party providers, as well as their directors, officers, shareholders, employees or
agents (collec�vely, ‘CRISIL Ra�ngs Par�es’) guarantee the accuracy, completeness or adequacy of the report, and no CRISIL
Ra�ngs Party shall have any liability for any errors, omissions or interrup�ons therein, regardless of the cause, or for the
results obtained from the use of any part of the report. EACH CRISIL RATINGS PARTY DISCLAIMS ANY AND 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 CRISIL Ra�ngs Party be liable to any party for any direct, indirect,
incidental, exemplary, compensatory, puni�ve, special or consequen�al damages, costs, expenses, legal fees or losses
(including, without limita�on, lost income or lost profits and opportunity costs) in connec�on with any use of any part of the
report even if advised of the possibility of such damages.

 
CRISIL Ra�ngs may receive compensa�on for its ra�ngs and certain credit-related analyses, normally from issuers or
underwriters of the instruments, facili�es, securi�es or from obligors. Public ra�ngs and analysis by CRISIL Ra�ngs, as are
required to be disclosed under the regula�ons of the Securi�es and Exchange Board of India (and other applicable regula�ons,
if any), are made available on its website, www.crisilra�ngs.com (free of charge). Reports with more detail and addi�onal
informa�on may be available for subscrip�on at a fee – more details about ra�ngs by CRISIL Ra�ngs are available here:
www.crisilra�ngs.com.

 
CRISIL Ra�ngs and its affiliates do not act as a fiduciary. While CRISIL Ra�ngs has obtained informa�on from sources it believes
to be reliable, CRISIL Ra�ngs does not perform an audit and undertakes no duty of due diligence or independent verifica�on of
any informa�on it receives and/or relies on in its reports. CRISIL Ra�ngs has established policies and procedures to maintain
the confiden�ality of certain non-public informa�on received in connec�on with each analy�cal process. CRISIL Ra�ngs has in
place a ra�ngs code of conduct and policies for managing conflict of interest. For details please refer to:
h�ps://www.crisil.com/en/home/our-businesses/ra�ngs/regulatory-disclosures/highlighted-policies.html.

Ra�ng criteria by CRISIL Ra�ngs are generally available without charge to the public on the CRISIL Ra�ngs public website,
www.crisilra�ngs.com. For latest ra�ng informa�on on any instrument of any company rated by CRISIL Ra�ngs, you may
contact the CRISIL Ra�ngs desk at crisilra�ngdesk@crisil.com, or at (0091) 1800 267 1301.

 
This report should not be reproduced or redistributed to any other person or in any form without prior wri�en consent from
CRISIL Ra�ngs.

 
All rights reserved @ CRISIL Ra�ngs Limited. CRISIL Ra�ngs is a wholly owned subsidiary of CRISIL Limited.

  

 

CRISIL Ratings uses the prefix ‘PP-MLD’ for the ratings of principal-protected market-linked debentures (PPMLD) with effect
from November 1, 2011, to comply with the SEBI circular, "Guidelines for Issue and Listing of Structured Products/Market Linked

Debentures". The revision in rating symbols for PPMLDs should not be construed as a change in the rating of the subject
instrument. For details on CRISIL Ratings' use of 'PP-MLD' please refer to the notes to Rating scale for Debt Instruments and

Structured Finance Instruments at the following link: h�ps://www.crisil.com/en/home/our-businesses/ra�ngs/credit-ra�ngs-scale.html
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