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CARE REVISES/REAFFIRMS RATINGS ASSIGNED TO BANK FACILITIES AND INSTRUMENTS OF  

GAMMON INDIA LIMITED 
Ratings 

Facilities 
Amount 

(Rs. crore) 
Ratings

1
 Remarks 

Long-term Bank Facilities 949.05 
CARE D 

[Single D] 
Revised from CARE C 

[Single C] 

Long/Short-term Bank Facilities 10,355.00 
CARE C/CARE A4 
[Single C/A Four] 

Reaffirmed 

Total Facilities 11,304.05   

Non-Convertible Debentures 324.00 
CARE D 

[Single D]  
Revised from CARE C 

[Single C] 

Rating Rationale 

The ratings assigned to the bank facilities and instrument of Gammon India Limited (GIL) have been revised owing to 

delays in servicing of interest on non-convertible debentures and overdrawals in fund-based limits. The liquidity position 

of the company is constrained due to delays in recoveries from customers, project execution delays resulting in holding of 

high inventory thereby blocking working capital funds and cost-overruns which in turn resulted to cash losses being 

incurred.  

GIL’s ability to improve profitability margins, efficiently manage working capital cycle amidst delays in recoveries from 

customers and timely servicing of debt obligations are the key rating sensitivities. 

Background 

Incorporated in 1922, GIL is the flagship company of the Gammon group and offers services covering the whole gamut of 

the civil and construction activities. GIL undertakes construction of  roads, bridges, flyovers, power plants, chimneys and 

cooling towers, cross-country pipelines, structures for hydro-electric power projects, buildings and factories. The 

company has also been present in the infrastructure project development space since 2001 through GIL’s subsidiary 

Gammon Infrastructure Projects Limited (GIPL, 74.98% stake, rated CARE BBB+/ CARE A3+ for bank facilities and 

instruments), which executes public private partnership based projects in the road, port and power sectors through 

project-specific special purpose vehicles.   

The company has provided corporate guarantee to non-convertible debentureholders of Metropolitan Infra Housing 

Private Limited (subsidiary of GIL, rated CARE D for instruments)for repayment of principal and interest, which is 

currently, revoked. 

Credit Risk Assessment 

 

Delays in servicing of debt obligations 

The liquidity position of the company is constrained on account of delays in recoveries from customers as reflected in 

increase in collection period to 188 days as at the end of December 2013 as compared to 149 days as at the end of March 

2013. Moreover, the working capital is blocked in inventory owing to delays in execution of projects as reflected in 

inventory holding period of 153 days as at the end of December 2013 as compared to 136 days as at the end of March 

2013. Thus, the working capital cycle remains elongated. On account of the above, there have been delays in servicing of 

interest on non-convertible debentures as well term loans and overdrawals in fund-based facilities.  

Improvement in profitability albeit high interest costs and negative cash accruals 

The company reported negative operating margin in 9MFY14 owing to cost overruns due to delays in projects and writing 

off of irrecoverable advances to suppliers, sub-contractors, retention money and debtors. Nevertheless, the operating 

margins have improved during half year ended June 30, 2014 owing to decline in material cost, sub-contracting charges 

and increase in other income. 

                                                           
1 Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications   
 

http://www.careratings.com/
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However, interest and finance cost continues to increase during half year ended June 30, 2014 owing to delays in 

repayment of loans and higher utilisation of working capital facilities. Hence, on account of the above factors, the 

company continues to report negative cash accruals. 

On a consolidated level, Gammon group reported net loss of Rs.817 crore on a total income of Rs.4,977 crore in 9MFY14 

as against PAT of Rs.922 crore on a total income of Rs.7,504 crore in FY13.  

Standalone Financial Performance 

(Rs. Cr) 

For the period ended / as at, 
March 2012 March 2013 

December 

2013 

 (12m, A) (12m, A) (9m, A) 

Working Results       

Total Operating income 5,707         5,335          3,388  

PBILDT 642            235            (128) 

Interest 396            477             426  

Depreciation 102            107                83  

PBT 147           (440)           (911) 

PAT (after deferred tax) 87           (446)           (766) 

Gross Cash Accruals 175           (335)           (832) 

Financial Position    

Equity Capital 28               28                28  

Networth 2,077         1,669             856  

Total capital employed 4,825 5,201 5,201 

Key Ratios    

Profitability    

PBILDT/Total Operating income (%)         11.25            4.40           (3.77) 

PAT (after deferred tax)/ Total income (%)           1.53           (8.35)       (22.61) 

ROCE (%)         12.27            0.72    NM  

Average cost of borrowing (%) 15.29 15.21 14.42 

Solvency    

Long Term Debt Equity ratio (times) 0.24 0.68 3.81 

Overall gearing ratio(times) 1.32 2.11 5.07 

Interest coverage(times) 1.63 0.49 NM 

Term debt/Gross cash accruals(years) 4.1 NM                 NM 

Liquidity    

Current ratio(times) 0.92 0.76 1.05 

Quick ratio(times) 0.54 0.39 0.55 

Turnover    

Average collection period (days) 105 149 188 

Average creditors (days) 87 106 121 

Average inventory (days) 118 136 153 

Operating cycle (days) 136 179 219 

NM: Not meaningful 

 

Analyst Contact 

Name: Ms. Smita Rajpurkar 

Tel: 022-6144 3594 

Email: smita.rajpurkar@careratings.com 

 

CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com. 

Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications. 
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Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the 

concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from sources believed 

by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is 

not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank 

facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments. 
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CONTACT 

Head Office Mumbai 

Mr. D.R. Dogra Mr. Rajesh Mokashi 

Managing Director Dy. Managing Director 

Mobile: +91-98204 16002 Mobile: +91-98204 16001 

E-mail: dr.dogra@carerating.com E-mail: rajesh.mokashi@careratings.com 

 

Ms. Meenal Sikchi Mr. Ankur Sachdeva 

Vice President - Bank Loan & Instrument Rating Vice President - Bank Loan & Financial Services 

Mobile: +91-9819009839 Mobile: +91-9819698985 

E-mail: meenal.sikchi@carerating.com E-mail: ankur.sachdeva@careratings.com 

 

CREDIT ANALYSIS & RESEARCH LIMITED 

Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 

400 022 

Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com  

 

Other Office: 

503, Kaledonia, Sahar Road, Near Andheri Railway Station, Andheri (E), Mumbai - 400 069 

Tel: +91-22-6144 3456 | Fax: +91-22-6144 3556 
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E-mail: dinesh.sharma@careratings.com 
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Mr. Sajan Goyal 
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Mr. V Pradeep Kumar 
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Mr. Saikat Roy 
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