Creditworthiness Assessment:
An Approach for Indian Cities
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Achieving growth targets in cities will require additional financing

By 2036, India will need to invest $840 billion in infrastructure - an average of $55 billion

or 1.2 percent of GDP per annum.

Urban infrastructure has been generally financed through public funds however, there are

hard budget constraints
Not enough to meet financing gaps
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There is an increasing recognition of the need to mobilise
infrastructure investments through borrowings

Stronger “creditworthiness” improves a city’s ability to access different financing resources

Enabling cities to become creditworthy is an essential first step in gaining access to more
substantial, long-term, sustainable investments.

« The creditworthiness of a city is a vital component of its ability to finance urban infrastructure
projects, particularly for attracting private investment and issuing bonds.

» Creditworthiness is a positive quality, and it takes work and commitment to maintain it.
« Initiatives and efforts by Gol to undertake credit ratings for 500 cities under AMRUT Mission.

« Supplementary guidelines by Gol on “Special Assistance to States for Capital Investment 2023-
24” mention ULB reforms to make them creditworthy for municipal bonds and the issue of municipal
bonds.
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Commercial financing has played a minor role so far

Figure 3. Commercial financing plays minor role in financing urban infrastructure in India

Total Urban Investment FY 11-18 - USD 85 billion

15% 8%
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/
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States

Source: Secondary research, CRISIL analysis

Source: Sohaib Athar, Roland White and Harsh Goyal. 2022. “Financing India’s urban infrastructure needs: Constraints to commercial financing and prospects for policy action.” Washington, D.C.: World Bank.

cenTeR CEPTRESEARCH
FORMWATER AND DEVELOPMENT
AND SANITATION FOUNDATION

cePT.
ARSI




Issuance of 33 municipal bonds worth INR 4,231 crore in India
(1997-2024)

Issuance of Municipal and Pooled Bonds worth INR 4,231 crore in India (1997-2024)

Initial phase of INNURM AMRUT
3000 municipai bond market
development in India 2484
»
o
o
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* Between 1997-2005, ULBs issued 16 municipal bonds worth INR 908 crores. Between 2005 and 2015, during the INNURM period,
municipal and pooled bonds worth INR 839 crores were issued.

* In 2015, SEBI notified a new regulatory framework for issuing municipal bonds in India.

* Under AMRUT reform, in 2017, Gol started offering incentives worth INR 13 crore on INR 100 crore bond amount. This gave a push
to the municipal bond market in India. With this, the municipal and pooled bond market size increased by five folds, with mobilization
of INR 2,484 crores through bond market.

Source: www.sebi.gov.in, www.mohua.gov.in, 2018, AMRUT 2.0 operational guidelines, MoHUA, 2021, Discussions with CFAs of Gujarat and Maharashtra, 2023
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http://www.sebi.gov.in/

Creditworthiness assessment

« Creditworthiness assessment helps to assess the credit risk associated with lending to an entity in
the public realm, It is an overall assessment and is not linked to the specific terms of a lending

instrument such as term loans, bonds etc.

+ Assessment can be done at a very low cost to assess creditworthiness and identify measures to

improve.

* Itcan be a pre-cursor to an actual credit rating of a bond issue or final credit appraisal for

approving a specific loan.
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Our approach to develop a simple creditworthiness assessment
framework

Cities can use a creditworthiness self-
assessment tool before approaching a Credit
Rating Agency for a formal credit rating

Creditworthiness

Assessment our Framework uses both financial WASH and administrative Data —
Performance Assessment System

performance indicators and service level (Www.pas.org)

Framework for indicators

cities

. It uses publicly available datasets
which are annually updated an
accessible on web-based portals

Balance sheets, Audited account

k . ) . statements and City Budgets can be
Less time-consuming process obtained from cityfinance.in and city

own websites




CWAS Approach to Creditworthiness Assessment

Parameters PAS Creditworthiness Assessment Framework Approach

Rationale Annual assessment to measure and improve creditworthiness of cities

Overall Approach  Assessment of Financial and Operational Indicators based on publicly
and Methodology  available data. Detailed assessment of operational indicators is done and

reported in city reports

Assessment Simple, quick self-assessment and improvement to measure
Model creditworthiness of cities

Results and Individual detailed reports and consultation with cities. Do It Yourself Toolkit
application for creditworthiness assessment

Scalability Easily scalable
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Parameters used for Creditworthiness Assessment

FINANCIAL : 70% weightage SERVICE LEVEL : 30% weightage

WASH Service Assesses performance of city in WASH service

Income Ratios  Translate economic base into municipal revenues and
Levels delivery-coverage, treatment, and financial

capacity to levy, collect taxes and user charges.
. . . sustainability.
Expense Ratios City's ability to manage fixed expenses and understand

overspending or underspending. Accounting Quality  Reflects the timeliness of providing audited

and Transparency information in public domain.
Operating Ratios Adequacy of revenues to meet operational expenses
support additional debt servicing.
o Human Resources Staffing levels in relation to service delivery
Debt Servicing Adegu'acy of 'mun|C|pa.I cash flows to meet debt and Adequacy of requirements
Ratios servicing requirements in a timely manner. Staff
Leverage Ratio  Current leveraging of ULB, net worth and revenue .
Complaint redressal City’s ability to redress complaints

profile and estimating borrowing capacity .
mechanisms

Liquidity Ratio  Measure cash and other current assets to meet short-
term business and financial obligations.

Size of revenues Size of income, expenditure and their growth rate over
the years.
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Indicators based on availabi

ity of data in public domain

Two broad themes:

Financial (70%)

and Service Level

(30%)

53 Indicators

Estimates

borrowing capacity

of cities
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after an iterative

Parameter Indicator a a A
‘ ‘ ‘ Service Level Operating Ratios
FlnanCIaI Ratios 8.1 Water supply coverage (No of water connections/ property)
1.1 Own Tax Revenue to Total Revenue Income Ratio (%) 8.2 FSSM / Wastewater/ Sewerage Coverage
. 8 WASH Coverage
1.2 Non-tax Revenue to Total Revenue Income Ratio (%) 8.3 SWM Coverage
13 Assigned Revenue to Total Revenue Income Ratio (%) 8.4 Toilet coverage
1.4 Revenue Grants to Total Revenue Income Ratio (%) WASH user | 9.1 Collect!on ef'f!c!ency of wat.er t'ax
1 Income Ratios 15 Own Revenue Income/Total Revenue Income (%) charges and 9.2 CoIIect!on eff!c!ency of sanitation tax/ sewerage charges
1.6 Property tax demand as a % of own tax ° pr::lp:ty tax gi go::ect!on egfc!ency 0; SWM charges
1.7 Property tax demand as a % of total revenue colection : ° edfon grmaency o property tax
- efficiency 9.5 Collection efficiency of arrears
1.8 Property tax collection as a % of own tax B N
. 10.1 Cost Recovery in Water Services
1.9 Property tax collection as a % of revenue 10 WASH Cost 102 CostR in Sanitation Servi
" N Recovery . 0st Recovery In Sanitation Services
2.1 Estasllshhment E(xper';eshto Total Revznue Incor)n/e Ratio (%) 103 Cost Recovery in SWM services
Fixed charge=(Establishment + Admin Int.)/ Revenue
2.2 Income (%) 1 Metering  and 1.1 Non-Revenue Water
23 0&M/ Total revenue income NRW 11.2 Metering of water connections
2 Expenses Ratios 24 Establishment Expenses to Total Revenue Expenditure Ad 12.1 Adequacy of water supply (Ipcd)
: Ratio (%) 1 Tr;(il:::; 12.2 Adequacy of treatment of sanitation
25 Fixed charge= (Establishment + Admin Int.)/ Revenue Reuse ! 123 Adequacy of treatment of SWM
i Expenditure (%) 12.4 Extent of re-use of Wastewater
2.6 0&M/ Total Revenue Expenditure Accounting 131 Does the city prepare annual audit reports of CITIES and
Operating Surplus / Deficit prior to depreciation / interest) to Total 13 Quality and publish it in public domain?
3 Ratios 31 Income Ratio (%) transparency 13.2 Does the city follow accrual-bas'ed acc'ounting?
Debt Servicing Interest Service Coverage Ratio (Operating Surplus/ Human 14.1 | Total working staff versus sanctioned in water supply
4 Ratios 4.1 Interest) 14 Resource 14.2 Total working staff versus sanctioned in sanitation
Ad : - - -
5 Leverage Ratios 5.1 Total borrowings/ Total revenue income 'equacy 14.3 To.tal working staff Vgrsus sanctioned in SWM
Cash 4 bank bal +all i " ts)/ R Grievance 15.1 Grievance Redressal in water supply
6 Liquidity Ratios 6.1 EE as d%m ank balance all investments)/ Revenue 15 Redressal Mech 15.2 Grievance Redressal in sanitation
xpenditure anism 15.3 Grievance Redressal in SWM
7.1 Revenue Income
7.2 Revenue Expenditure
7.3 Per Capita Revenue Income
Budget  Size/ 7.4 Per Capita Revenue Expenditure
7 . " H H H
EconomicBase 7.5 Per Capita Property Tax Methodology and indicators were fixed
7.6 Per Capita Own Tax Income . . ) )
7.7 | Growth of Revenue Income (CAGR) process based on a detailed review of indicators and the
7.8 Growth of Revenue Expenditure (CAGR) . . . i )
availability of datasets in the public domain.
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A sample of 30 cities across 10 states of varied population sizes

Piloted across 30 Indian cities across ten states
Three sets of cities by population size

> 4 Million 1-4 Million 1 Million <
Ahmedabad Agra Bhilai
Lucknow Aurangabad Bilaspur
Pune Bareilly Chas
® Saharanpur
Surat Dhanbad Erode
@Bareilly
[ 2t Indore Jalgaon
@Alishabad Madurai Jamnagar
d . .- .
) g O Moradabad Nizamabad Selecti on c_Jf_ cities is bas_ed
J.mm.v,:“:,: e Pimpri Chinchwad |  Saharanpur on availability of data points
St Prayagraj i in the public domain
owr:::fnm-:mm : (Allahabad)
ot A— Raipur Tumakuru
@ Vijaywada Rajkot
S es Population Ranchi
@ Categories Vadodara
A @ > - ition VileyEvesh
@Madurai @ -4 wilion
® <imin Vishakhapatnam
< illion
Warangal




Key results of creditworthiness assessment - (1/2)

Overall Creditworthiness Score:

Pune
PCMC
Surat
Vadodara
Indore
Ahmedabad
Vishakhapatnam
Vijayawada
Jamnagar
Lucknow
Bhilai
Jalgaon
Raipur
Average creditworthiness score
Rajkot
Chas
Moradabad
Aurangabad
Tumkuru
Warangal
Agra
Ranchi
Prayagraj (Allahabad)
Nizamabad
Saharanpur
Bilaspur
Madurai
Satna
Dhanbad
Erode

87.6

77.3

73.0

72.6

71.6

71.3

69.7

68.1

63.7

61

62.1

61.8

61.6

61.6

61.4

61.1

60.0

59.6

59.1

58.7

57.6

57.2

55.5
54.8
53.8
52.8
52.6
515
50.0
50.0

Bareilly mo—— 45 9

0.0 20.0

Pune tops the overall creditworthiness

40.0

assessment performance
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60.0 80.0

BT

100.0

Financial Score:

Pune
PCMC
Vadodara
Vishakhapatnam
Indore
Ahmedabad
Surat
Vijayawada
Raipur

Chas

Bhilai

Ranchi

Average financial score of..

Jamnagar
Rajkot
Jalgaon
Tumkuru
Warangal
Lucknow
Satna
Nizamabad
Agra
Moradabad
Aurangabad
Dhanbad
Prayagraj (Allahabad)
Saharanpur
Bilaspur
Madurai
Erode
Bareilly

78.8
71.3
70.6
70.6
70.0
66.3
65.6
61.3
61.3
60.6
60.0
——— 0.0
59.4
59.4
59.4
58.1
58.1
58
57.5
56.9
54.4
54.4
54.4
51.3
51.0
50.0
49.4
48.1
48.0
45.9

0.0 20.0 40.0 60.0 80.0 100.0

92.5

Pune again tops the financial
assessment performance

Operational Score:

Surat

Pune

Vadodara
Lucknow
Ahmedabad
Vijaywada
Jamnagar
PCMC

Indore
Moradabad
Aurangabad
Vishakhapatnam
Jalgaon
Prayagraj (Allahabad)
Rajkot
Bhilai

Average operational..!

Agra
Madurai
Saharanpur
Raipur
Tumkuru
Bilaspur
Chas
Warangal
Bareilly
Erode
Dhanbad
Ranchi
Nizamabad
Satna

0.0

20.0

37.5
40.0

60.0

Surat tops the service
assessment performance

80.0

100.0
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Key results of creditworthiness assessment - (2/2)

7 cities: High quality of creditworthiness

27 cities are creditworthy out of a universe of 30 cities..

Only 8 cities- Ahmedabad, Pune, PCMC, Surat, Indore, Lucknow,
Vadodara and Vishakhapatnam have issued municipal bond till now..

6 cities: Adequate quality of creditworthiness
14 cities: Moderate quality of creditworthiness

3 cities: High level of credit risk

CRDF:

.| cepT.
IIERSITY qqpmy

PAS Creditworthiness Rati Creditworthi

Score ating Cities reditworthiness

Above 90 PAS AAA Highest level of creditworthiness
Pune, PCMC, Surat, Vadodara, Indore

71-90 PAS AA Ahmedabad, Vishakhapatnam High level of creditworthiness
Vijayawada, Jamnagar, Jalgaon, Bhilai, q level of credi -

61-70 PAS A Raipur, Lucknow, Rajkot Adequate level of creditworthiness
Chas, Aurangabad, Moradabad,

51-60 PAS BBB Tgmakuru, Warangal, Agra, Ranchi, Moderate level of creditworthiness
Bilaspur, Saharanpur, Nizamabad,
Madurai, Satna, Prayagraj

41-50 PAS BB Bareilly, Dhanbad, Erode High level of Credit Risk

31-40 PAS B Higher level of Credit Risk

Investment
Grade

Non-
Investment
Grade

14




Results of creditworthiness assessment compared with actual credit
rating (1/2)

©O© 0N OB WN P
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Source: Credit rating under AMRUT, Retrieved from cityfinance.in, 2022; https://www.careratings.com/upload/CompanyFiles/PR/04012023061544 Pune_Municipal_Corporation.pdf;
https://www.crisilratings.com/mnt/winshare/Ratings/RatingList/RatingDocs/PimpriChinchwadMunicipalCorporation_March%2002,%202023_RR_312724.html;
https://www.crisil.com/mnt/winshare/Ratings/RatingList/RatingDocs/SuratMunicipalCorporation_January%2008,%202024 RR_334250.html,
https://www.crisilratings.com/mnt/winshare/Ratings/RatingList/RatingDocs/AhmedabadMunicipalCorporation_January%2017,%202023_RR_309700.html, https://www.indiaratings.co.in/pressrelease/62490,

City

Pune
PCMC
Surat
Ahmedabad
Indore
Vadodara

Vishakhapatnam
Lucknow

Rajkot
Warangal
Vijayawada
Jamnagar

Bhilai

Agra

Nizamabad

PAS Creditworthiness
assessment grade

(2023)
PAS AA
PAS AA
PAS AA
PAS AA
PAS AA
PAS AA
PAS AA
PAS A
PAS A
PAS A
PAS A
PAS A
PAS A
PAS A

PAS BBB

Rating through a CRA/ year

(status)

AA+ /2023
AA+/2023

Provisional AA+/2024

AA+/2024
AA+/2023

AA/2024
AAI2024
AA/2023

Provisional AA/2023

A-/2021
BBB/2023
BBB+/ 2017

BBB+/2017 (withdrawn)

BBB/2017
B+/2023  (issuer
operating  as
downgraded)

Type of rating

Municipal bonds

Municipal bonds

Green bonds

Green bonds

Green bonds / Muni bonds
Municipal bond

Municipal bonds

Municipal bonds

Non-Convertible Debentures
Issuer rating

Fund based term loans

Credit assessment under AMRUT
Credit assessment under AMRUT
Credit assessment under AMRUT

is/lssuer Rating

Debt security
amount

200 cr
200 cr
200 cr
200 cr
244 cr/139cr
100 cr
100 cr
200 cr
100 cr

176 cr

https://www.indiaratings.co.in/pressrelease/67267, https://www.crisilratings.com/mnt/winshare/Ratings/RatingList/RatingDocs/VadodaraMunicipalCorporation _May%2030 %202024 RR_344483.html

newr | CEPT.
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CRA

CARE
CRISIL
CRISIL

India Ratings
India Ratings
CRISIL
CARE

India Ratings
CRISIL

India Ratings
ICRA

Not known
ICRA
CRISIL

ICRA
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https://www.careratings.com/upload/CompanyFiles/PR/04012023061544_Pune_Municipal_Corporation.pdf
https://www.crisilratings.com/mnt/winshare/Ratings/RatingList/RatingDocs/PimpriChinchwadMunicipalCorporation_March%2002,%202023_RR_312724.html
https://www.crisil.com/mnt/winshare/Ratings/RatingList/RatingDocs/SuratMunicipalCorporation_January%2008,%202024_RR_334250.html
https://www.crisilratings.com/mnt/winshare/Ratings/RatingList/RatingDocs/AhmedabadMunicipalCorporation_January%2017,%202023_RR_309700.html
https://www.indiaratings.co.in/pressrelease/62490
https://www.indiaratings.co.in/pressrelease/67267
https://www.crisilratings.com/mnt/winshare/Ratings/RatingList/RatingDocs/VadodaraMunicipalCorporation_May%2030_%202024_RR_344483.html

Summary of key findings from creditworthiness assessments (1/2)

1. Revenue Size

Revenue size and expenditure management of most cities are reflected on their overall service level

performance.

The distribution share of own tax, non-tax and revenue grants differs in the pool of cities and is mandated by
various State Municipal Corporation Acts and mandates.

The average percentage of property tax share to total revenue income is less than 30% for all city classes

2. Expenditure Management

Metropolitan cities are spending more on their fixed expenses; however, the spending share is low on
operations and maintenance as compared to smaller cities.

3. Operating Ratio

« All four million plus cities from the sample have operating surplus before depreciation and interest,
indicating a healthy financial profile.




Summary of key findings from creditworthiness assessments (2/2)

1. Liquidity Profile

* Most cities from the sample showed adequate cash balance and marketable securities which can be easily
liguidated. This ensures them to fund for their future regular operations through existing cash reserves. Larger
cities with more than one million population also have adequate assets.

2. Debt Servicing Ability

* Most cities from the sample can comfortably pay for their future debt obligations as they show positive
interest coverage ratio prior to depreciation and interest.

3. Borrowing Capacity

+ Both larger metropolitan and smaller cities have the ability to borrow and can leverage additional investments.
27 cities have investment grade rating out of the universe of 30 cities and can leverage additional
investments.




Larger cities have ‘significantly’ higher potential to borrow compared
to their actual borrowings

» Larger cities with higher revenue size like Surat, Vishakhapatham, Indore, Vadodara, Ahmedabad, PCMC and Pune have issued
municipal bonds worth INR 100-200 crore for infrastructure projects. These cities have a much higher ability to borrow from the

market ranging from INR 1000-9500 crore and other sources than what they have borrowed.

Current borrowings vs Estimated borrowing capacity (in INR crore)

10000 9527

B
o
3]
[a g
P
= 5000
,g 2722
2 1334 1509 1555 1576 1994
< 200 267 648 163 453 196 200

0 — — [ | — | | — —

Surat Visakhapatnam Indore Vadodara Ahmedabad Pimpari Pune
Chinchwad
m Current borrowings (in INR crores) Estimated borrowing capacity (in INR crores)

Note: The thumb rule for assessing the borrowing capacity of the municipal corporation is ideally considered as 2.5 times the operating surplus
prior to depreciation and interest. If one assumes that a typical borrowing would be for a tenure of 10 years and for simplicity assume an interest
of 10%, this covenant translates into borrowing limit of 2.5 times annual operating surplus.

Source: Audited balance sheets of Surat, Vishakhapatnam, Indore, Vadodara, Ahmedabad, PCMC, Pune FY 2018-22
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Many smaller cities also have reasonable potential to borrow,
yet they haven’t borrowed

Current borrowings vs Estimated borrowing capacity (in INR crore)

500 486
356 372
242
213
250 174 194 175
61 88 100 104 116 127 107 ”
=2 op cn o0 o0 o =0 =l - :
0 = . — | —
@ S & > > O N D) Q Qo > > $
& N $ > 0 O X O O
%é\ @QQ Q‘(\\ ?9 (b(\q 880 (\(bQ {b,o"b %Qo \q'b ’8{9 $'b Q.rb\Q
> @’b& & ‘b@ » <& N4 \)@ . ,bx\rb
P N\ E s < $®
e
&
€
m Current borrowings (in INR crores) = Estimated borrowing capacity (in INR crores)

Note: The thumb rule for assessing the borrowing capacity of the municipal corporation is ideally considered as 2.5 times the operating surplus
prior to depreciation and interest. If one assumes that a typical borrowing would be for a tenure of 10 years and for simplicity assume an interest
of 10%, this covenant translates into borrowing limit of 2.5 times annual operating surplus.

Source: Audited balance sheet:

e :
CWAS ... CRDF

f Satna, Saharanpur, Bhilai, Agra, Warangal, Moradabad, Jamnagar, Prayagraj, Ranchi, Jalgaon, Tumakuru, Vijayawada, Raipur FY 2018-22

CEPT.
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19




The Creditworthiness Assessment Tool
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Creditworthiness Assessment Tool (1/4)

ﬁ Creditworthiness Assessment

An Approach for in Indian Cities

Creditworthiness Score

City : ABC Municipal Corporation

State : XYZ
Benchmark Creditworthiness Score
Total Score 100 77.88
Financial Score 00 73.75
Operational Score 100 87.50

CENTER CEPTRESEARRCH
R wATER AN BEVELDPAENT
ANE SANTATIN FOUNDATIN
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A Simple Excel Based Tool to assess
creditworthiness and borrowing capacity of a city

Drop Down Menu is here

Select finacial year
from the drop down All Financial Year

View Report Print PDF
menu

Clear input fields from Data Input Sheet Clear fields |

Instructions for using the tool

1. Enterdata in grey cells in the Data Sheet. Please O NOT enter any values in purple coloured cells in
data sheet as they are autocalculated.

2. Incase data is not available for an indicator, add ND which means Mo Data.

3. The sheets Financial Ratios, Financial Score, Operating Ratios, Operating Score, Final Score and

Rating are autocalculated. Kindly 0O NOT enter anything in these sheets.
4. The Summary sheet gives a quick summary of the creditworthiness assessment for any particular

financial year and also helps city derive the best performance over the years to monitor multi-year
creditworthiness.
5. The report can be downloaded from Tool Controller = Print PDF from Instructions sheet.




Creditworthiness Assessment Tool (2/4)

Financial and Operational Data Input

Data

source

Name of state

Name of city

Assessment Year

XYL

ABC Municipal Corporation

Unit

2018-19

2015-20

2020-21

2021-22

PAS |'Water supply coverage b 351 331 33.3 335

pag |FZoMIWastzwaterl sewsrage |, 100.0 100.0 100.0 100.0
HH Cowverage

PAS | SWM Cowverage [Househald) 4 100.0 352 313 352

PAS |PASRating > 100.0 100.0 100.0 100.0

PAS |CostRecovery of water tax 4 Z204.0 209.7 135.4 210.3

FAS Cost Recovery af sanitation tawsd - 572 =7 g =7 E ok 5
sewerage charges

PAS |Cost Recovery of S'%WM charges b 148.5 143.4 146.6 BT

pag |CurentYearPropeny TaubBiled || | 51599 979553 | 1078037 | 1035490
Demand

pag |Cument vearPropery Tax Lakhs | 657100 86235.6 364231 SE034.4
Callection

PAS | Caollection Efficiency of w ater tax b 822 813 85.5 803

pag |Collection Effisizncy of % 56,2 50,8 513 a5.7
sanitation tax

PAS | Collection Efficiency of SwiMtan 4 ar.a 852 15 83.7

PAS |Mon-Fewenue 'water b 20.0 20.0 211 30.0

PAS | Metering of water connections 4 137 13.6 126

. | cerT
VIR

CRSITY

When a City wants to do its own
Creditworthiness Assessment!

Data sheet enables entry of financial and
service level data using data from
sources such as

 Audited Balance Sheets

 Income and Expenditure Statements
« Demand Collection Balance Table
 Service Level Data

« City Budgets

22




Creditworthiness Assessment Tool (3/4)

Nameofstate | XVZ Mame of state | X €
Mame of city | ABC Municipal Corporation

Mame of city ABC Municipal Corporation

Unit  2018-13 2013-20 2020-21 2021-22

Aszessment Year

Assessment Year Z2018-19  2019-20 2020-21 2021-22

Income Ratios

Income RHatios

Own Tax Fevenue to Tota
Dm.'u T.ElH Reverue ta Total Reverue Income a8 7 i,
Ratio [>]
Mor—tax Beverus to Total Bevenue Income Man-tai Revenue ta Tatal Revenug Income

L e 24,25 Fiatio [=2]

Ratio () Azsigned Fevenue to Total Fewvenue Income
Bzsigrned Beverue to Total Bevernue Income = e e 7T T Eatic [

Fevenie Rrantz to Total Feveniue ncome
Reverue Grants to Total Revenue Income “ 10,33 0.3 Eratic (%1
Propertytas demand as a > aof total revenue = 8.5 29,05 Property tas demand as a % of total revenus
Property tax collection as a ¥ of total revenue i 283 Froperty tai collection as a i of total revenue

Ezpenses Ratios

Expenses Ratios _
Establizhment Expenses ta Total Rewenue

Income Ratio (%]

Fixed charge= [Establishment « Admin Ink.)f
Fievenue Income [+

O revenue income [+)

Establizhment Expenses ta Total Rewenue
Enpenditure Ratio [3)

Fixed zharge= [Establishment + Admin Ink.)f
Fievenue Expenditure (4]

Qi revenue expenditure (]

Eztablishment Expenzes ta Tatal Revenue
Income Batio [32)

Fired charge=[Establishment + fdmin Int.)
Revernue Income (]

O&M! Tatal revenue income

Eztablishment Expenzes ta Tatal Revenue . .
Enpenditure Ratic 5] 5 5107
Fized charge=(Establizhment + Admin Ime )
Revernue Enpenditure [+1]
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Auto-calculated Financial Ratios and Scores which assess financial performance

City can self-assess its financial performance over the years
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Creditworthiness Assessment Tool (4/4)

Recommendations

Based on the latest financial year data, factors which can improve creditworthiness score -

Name of state | XYZ

Name of city | ABC Municipal Corporation Water Supply and NRW los
* Improvement in water supply coverage will help achieve better service levels. The city should plan to
Total Score reduce its NRW losses through scientific processes like water audits, repair leakages and replacement of
70% finance, 30% service levels old network.

2018-15 76.00 PAS AA High level of creditworthiness Sapmine el

o Qi ¥
2019-20 77.88 PASAA | High level of creditworthiness » The city should follow accrual based accounting process.
2020-21 7281 PAS AA High level of creditworthiness
2021-22 58.75 PAS A Adequate level of creditworthiness Transparency :

ne T 77.88 PAS AA | High level of creditworthiness * The city should increase transparency of accounting practices by uploading the annual audited
statements, balance sheets and property tax DCB tables on the city website.

Your city has PAS AA rating and has High level of creditworthiness

Downloadable report with list of recommendations
and factors which can improve a city’s
creditworthiness score

Overall Creditworthiness Score of the City ABC

which is 77.88 with PAS AA rating
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Round Table meet on Creditworthiness assessment at MoHUA in July’24

* Roundtable meeting on 'Creditworthiness Assessment - An
Approach for Indian Cities’ was held at MoHUA, Delhi

* Hybrid mode (online and offline) on July 16,2024, under the

chairpersonship of Ms. D Thara, Additional Secretary,
Ministry of Housing and Urban Affairs (MoHUA).

Stakeholders who attended the round-table meet:

* MoHUA Team,

* Municipal Commissioners,

» Chief Accounting Officer,

* Credit Rating Agencies (CRISIL, CARE, India Ratings,
ICRA)

* Development Banks (NHB, World Bank, ADB)

+ Sector Experts

o cepr
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Key Discussion Points from the Round Table Meet

“The framework and tool developed by CWAS, CEPT can
! be considered as a ready reckoner for evaluating ULBs
creditworthiness before undertaking the actual credit

rating process and CWAS can build capacity of ULBs to
use this tool. “

-Ms. D Thara (IAS), Additional Secretary, MoHUA, Gol

“The proposed creditworthiness tool can be of great
importance for the cities since it can also assess the
influence of service level parameters. Citing experience from
Vadodara's municipal bond issuance, good service levels of
Vadodara helped facilitate over-subscription of bonds and
helped in gaining investor confidence. “

-Ms. Shalini Agrawal (IAS), Municipal Commissioner, Surat

.| cepT.
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Credit Rating Agencies

“The framework will be helpful for the ULBs
and can also be very useful for rating
agencies as this will help ULBs prepare
necessary data for creditworthiness
assessment which is generally the most time-
consuming part of the exercise.”

Financial agency representatives

“The creditworthiness tool will be helpful for
them to track the debt servicing, income,
and expenditure performance of cities before
an actual credit evaluation. They also
suggested that the tool could also capture any
credit default history.”

Ministry of Housing and Urban Affairs, Gol

“CWAS, CEPT can do a deep-dive with a few
cities to validate information taken from public
domain with ULB records. For this, MOHUA can
provide necessary support such as tender/ DPR
details of urban Missions to understand the
spending capacity of the ULBs.”
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Way Forward

Scaling up creditworthiness
assessment through
capacity building

o
883

Creditworthiness
assessment framework can
be scaled across Indian
cities by capacity building

of city government officials.

ccccc
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Collaboration with Explore use of the
cities Tool with potential
lenders

%\I:
h

—
* Deep dive creditworthiness Explore with other potential
assessment with a few cities. lenders such as commercial
* |dentify measures to banks, NHB - Urban
improve creditworthiness of Infrastructure Development
cities and assess feasible Fund (UIDF), NABFID, HUDCO
borrowing options from the etc.
market.
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Read the report on CWAS website

Creditworthiness Assessment
- An Approach for Indian Cities

Creditworthi A t -
An Approach for Indian Cities

CWAS-CRDF-CEPT University S RS
dusrai April 2024 R e

CWAS-CRDF-CEPT University 4

April 2024 Bactil / | Creditworthiness Assessment -

Part |

Z ' AnApproachfor Indian Cities

READMORE |
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Link of the report: Creditworthiness Assessment for Urban Local Bodies
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https://cwas.org.in/
https://cwas.org.in/cwas-resources/creditworthiness-assessment-an-approach-for-indian-cities

Scan the QR
read the repo
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4PV 888698 .
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About us

The Center for Water and Sanitation at CEPT A |cwas.org.in — cwas@cept.ac.in CEPT_CWAS cwas.cept cwas.cept| o cwas.cept
University carries out various activities — action o |pas.org.in [~ tiny.cc/pasenews , in

research, training, advocacy to enable state and

local governments to improve delivery of services.
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Results of creditworthiness assessment compared with actual credit
rating (1/5)

ey o 00" 2 CRAT e ot i Dentsecurl) lor
1 Pune PAS AA AA+ /2023 Municipal bonds 200 cr CARE
2 PCMC PAS AA AA+/2023 Municipal bonds 200 cr CRISIL
3 Surat PAS AA Provisional AA+/2024 Green bonds 200 cr CRISIL
4 Ahmedabad PAS AA AA+/2024 Green bonds 200 cr India Ratings
AA+/2023 Municipal bonds 200 cr CRISIL
5 Indore PAS AA AA+/2023 Green bonds 244 cr India Ratings
Municipal bonds 139 cr India Ratings
6 Vadodara PAS AA AA/2024 Municipal bond 100 cr CRISIL
AA/2023 Municipal bond 100 cr CRISIL
AA+/2022 Municipal bond 100 cr India Ratings
AA/2021 Municipal bond 100 cr CRISIL
A+/2016 Credit assessment under AMRUT CRISIL
% Vishakhapatnam PAS AA AA/2024 Municipal bonds 100 cr CARE
AA/2023 Municipal bonds 100 cr CARE
AA/2022 Municipal bonds 100 cr CARE
AA/2021 Municipal bonds 100 cr India Ratings
AA/2020 Municipal bonds 100 cr India Ratings
AA/2017 Credit assessment under AMRUT CARE
A-/2018 Credit assessment under AMRUT Brickworks
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Results of creditworthiness assessment compared with actual credit

rating (2/5)

PAS Creditworthiness

Rating through a CRA/ year

Debt security

iy assessment grade (2023) (status) [ipE € e amount (SR

7 Vishakhapatnam PAS AA AA/2024 Municipal bonds 100 cr CARE
AA/2023 Municipal bonds 100 cr CARE
AA/2022 Municipal bonds 100 cr CARE
AA/2021 Municipal bonds 100 cr India Ratings
AA/2020 Municipal bonds 100 cr India Ratings
AA/2017 ilr\;elgllt” assessment  under, CARE

8 Lucknow PAS A AA/2023 Municipal bonds 200 cr India Ratings
AA/2022 Municipal bonds 200 cr Brickworks
AA/2021 Municipal bonds 200 cr Brickworks
AA/2020 Municipal bonds 200 cr India Ratings
AA (S0).2019 Municipal bonds 200 cr Acuite
A-12018 XK;S[[JT assessment  under Brickworks
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Results of creditworthiness assessment compared with actual credit

rating (3/5)

PAS
. Creditworthiness Rating through a CRA/ year . .
City assessment grade  (status) Type of rating Debt security amount CRA
(2023)
9 Rajkot PAS A Provisional AA/2023 Non-Convertible Debentures 100 cr CRISIL
AA-/2022 Non-Convertible Debentures 150 cr CRISIL
AA/2022 Non-Convertible Debentures 150 cr India Ratings
A-/ unknown Credit assessment under CRISIL
AMRUT (withdrawn)
10 Warangal PAS A A-/2021 Issuer rating India Ratings
A-/2020 Issuer rating CARE
A-/2019 Issuer rating CARE
A/2018 Credit assessment under CARE
AMRUT
11 Raipur PAS A BBB+/2017 (withdrawn) Credit assessment under ICRA
AMRUT
BBB/2010 General creditworthiness not an CARE
instrument




Results of creditworthiness assessment compared with actual credit
rating (4/5)

PAS
City gst:gggvn?g:tlg(re:ge g?gtli;hrough B R R Type of rating Debt security amount|CRA
(2023)
12 Jamnagar PAS A BBB+/ 2017 Credit assessment under AMRUT Not known
13 Bhilai PAS A BBB+/2017 (withdrawn) Credit assessment under AMRUT ICRA
14 Agra PAS A BBB/2017 Credit assessment under AMRUT CRISIL
15 Moradabad PAS A BBB-/2017 Issuer rating Brickworks
BB-/2011 (no longer in use) Issuer rating under INNURM CARE
16 Vijayawada PAS A BBB/2023 Fund based term loans 176 cr ICRA
A-/2018 (withdrawn) Issuer rating ICRA
17 Jalgaon PAS A BB+/2017 Brickworks
18 Chas PAS A BB-/2017 (outstanding) Credit assessment under AMRUT Brickworks
19 Aurangabad | PASA BB+/2022 Issuer rating (Issuer not co-operating ICRA
since rating declined)
20 Madurai PAS BBB A-/2017 (withdrawn) Credit assessment under AMRUT ICRA
21 Bilaspur PAS BBB BBB/2017 (withdrawn) Credit assessment under AMRUT ICRA
22 Saharanpur PAS BBB BB+/2016 Credit assessment under AMRUT CRISIL
23 Ranchi PAS BBB BB-/2016 (withdrawn) Credit assessment under AMRUT CRISIL
BB-/2008 Issuer rating under JNNURM CRISIL




Results of creditworthiness assessment compared with actual credit

rating (5/5)

PAS
City gst:gzgvn?;t:tig(re:ge Rating through a CRA/ year (status) Type of rating Debt security amount|CRA
(2023)
24 Nizamabad PAS BBB B+/2023 (issuer not co-operating | Issuer Rating ICRA
as rating is downgraded)
BB+/2022 (issuer not co-operating | Issuer Rating ICRA
as rating is downgraded)
BBB/2021 Issuer Rating ICRA
BBB-/2017 (withdrawn) India Ratings
25 Satna PAS BBB Not available -
26 Tumkuru PAS BBB Not available -
27 Dhanbad PAS BB BB/2017 Credit assessment under Brickworks
AMRUT
Erode PAS BB BB+/2019 Credit assessment under Brickworks
AMRUT
28 BB+/2017 (withdrawn) Brickworks
29 Prayagraj PAS BB B+/2011 (no longer in use) CARE
(Allahabad)
30 Bareilly PAS BB BB+/2017 Credit assessment under Brickworks
AMRUT
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