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Revenue growth to halve for EPC road cos through FY21 
But credit profiles to sustain basis healthy order books and strong balance sheets 

 
Road developers in the engineering, procurement and construction (EPC) segment could see revenue growth 
halve in fiscals 2020 and 2021 to ~15%, compared with 30% in fiscal 2019, a CRISIL study of 75 companies it 
rates in this sector indicates. 
 
The decline would be largely due to slower awarding of projects and delayed receipt of ‘appointed date’ – which is 
the zero date or kick-off date for start of a project – from the National Highways Authority of India (NHAI). 
 
Says Sachin Gupta – Senior Director, CRISIL Ratings “The NHAI awarded a whopping 7,400 km in fiscal 
2018, which slowed down the following year to about 2,200 km. In the current fiscal and the next, awarding 
is expected to be ~4,000 km a year. The delay in declaring appointed dates for the projects awarded, on the 
other hand, is primarily due to issues in land acquisition. CRISIL’s analysis of 119 hybrid annuity model 
(HAM) projects shows almost 30% of these have not received appointed dates more than a year after these 
were awarded.” 
 
The slowdown, however, is unlikely to impact the credit profiles of the EPC players primarily because of three 
reasons. 
 
First, as of last fiscal, these companies had a healthy order book of ~Rs 2 lakh crore, which is at over 3 times their 
revenue in fiscal 2019 and provides high revenue visibility for the next two years.  
 
Second, these companies have kept a check on their debt levels while pursuing growth. At the consolidated level, 
the capital structure was robust as on March 31, 2019, with a gearing of 0.55 time, compared with 0.80 time as on 
March 31, 2015.  
 
The improvement was largely due to focus on awarding through EPC and HAM routes, which entail lower equity 
requirement. Additionally, renewed interest from global funds has given a fillip to the sector, and divestment of 
project special purpose vehicles through infrastructure investment trusts or asset level sale has supported the 
improvement in capital structure. 
 
Third, while a delay in receipt of appointed date may lead to a delay in recognising revenue for some of the 
projects, there is an assurance that a project, once started, would not be stalled. This is because the NHAI notifies 
the appointed date only when majority of the land (80% for HAM projects) is procured. Thus, once a project is 
under construction, there is limited risk of delays due to non-availability of land and thereby minimal impact on 
credit profile of the EPC companies.  
 
That said, there is a risk that any further delay in declaring appointed dates could result in termination of some of 
the awarded projects.  
 
Says Sushmita Majumdar, Director-CRISIL Ratings, “The concession agreement for HAM allows for mutual 
termination of a project in case the appointed date is not received within a year of signing of this 
agreement, and a few projects have indeed been terminated on this ground recently. An increase in project 
terminations would further impact the revenue growth of these companies.” 
 
Overall, CRISIL believes that while there is a visible slowdown in revenue growth of most road EPC players, their 
credit profiles would sustain. And NHAI’s focus on land acquisition and clearances would be key to execution and 
sustained momentum. 
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About CRISIL Limited 

CRISIL is a leading agile and innovative, global analytics company driven by its mission of making markets function better. We 
are India’s foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of 
innovation and global footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient 
solutions to over 100,000 customers. 
  
We are 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: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK  
 

About CRISIL Ratings 

CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is 
registered in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of 
independence, analytical rigour and innovation, CRISIL sets 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 24,500 large and mid-scale corporates 
and financial institutions. CRISIL has also instituted several innovations in India in the rating business, including rating municipal 
bonds, partially guaranteed instruments and microfinance institutions. We also pioneered a globally unique rating service for 
Micro, Small and Medium Enterprises (MSMEs) and significantly extended the accessibility to rating services to a wider market. 
Over 110,000 MSMEs have been rated by us. 
 

 

CRISIL PRIVACY 
 
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 Press Release is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency.  The Press release may be used by 
you in full or in part without changing the meaning or context thereof but with due credit to CRISIL.  However, CRISIL alone has the sole right of distribution (whether 
directly or indirectly) of its Press Releases for consideration or otherwise through any media including websites, portals etc. 
 

CRISIL has taken due care and caution in preparing this Press Release. Information has been obtained by CRISIL from sources which it considers reliable. However, 
CRISIL does not guarantee the accuracy, adequacy or completeness of information on which this Press Release is based and is not responsible for any errors or 
omissions or for the results obtained from the use of this Press Release.  CRISIL, especially states that it has no financial liability whatsoever to the subscribers/ 
users/ transmitters/ distributors of this Press Release. CRISIL or its associates may have other commercial transactions with the company/entity. 
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