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crore)

CARE BB+; Stable; ISSUER : . . N
NOT COOPERATING* Revised from CARE BBB-; Stable (Triple B Minus;

Long Term Bank Facilities 5.00 . . Outlook: Stable) and moved to ISSUER NOT
(Double B Plus; Outlook: Stable COOPERATING category

ISSUER NOT COOPERATING*)
CARE A4+; ISSUER NOT

Short Term Bank 35.00 COOPERATING* Revised from CARE A3 (A Three) and moved to
Facilities ' (A Four Plus ISSUER NOT ISSUER NOT COOPERATING category
COOPERATING*)
40.00
Total Bank Facilities (X Forty
Crore Only)

Details of instruments/facilities in Annexure-1.

Detailed Rationale & Key Rating Drivers

CARE Ratings Ltd. has been seeking information from GDX Facility and Management Services Private Limited to monitor the
ratings vide e-mail communications/letters dated July 27, 2022, July 13, 2022, June 22, 2022, and May 26, 2022, among others
and numerous phone calls. However, despite our repeated requests, the Company has not provided the requisite information
for monitoring the ratings. In line with the extant SEBI guidelines, CARE Ratings Ltd. has reviewed the rating on the basis of the
best available information which however, in CARE Ratings Ltd.’s opinion is not sufficient to arrive at a fair rating. The rating on
GDX Facility and Management service Private Limited bank facilities will now be denoted as CARE BB+; Stable/CARE A4+;
ISSUER NOT COOPERATING*.

Users of this rating (including investors, lenders, and the public at large) are hence requested to exercise
caution while using the above rating(s).

The ratings have been revised on account of non-submission of information with respect to the financial and operational
performance. The ratings assigned to the bank facilities of GDX Facility and Management services Private Limited are
constrained by Working capital intensive nature of operations, dependency on availability and retention of requisite manpower,
along with its presence in competitive and fragmented industry. However, these rating weaknesses are partially offset by
experienced promoters and management team along with reputed diversified clientele with Pan India presence coupled with
growing scale of operations and moderated financial risk profile.

Detailed description of the key rating drivers
Key Rating Weaknesses

Working capital intensive nature of operations: The company has a working capital-intensive nature of operations
marked by high operating cycle of 57 days in FY21 which is in line with PY (58 days in FY20). The company provides a credit
period of around 60 days to its clients due to the intense competition in the market and the debtors are primarily from large,
reputed companies and thus the company has low bargaining power leading to high collection days. The average fund-based
utilization remains low at around 28.33% for trailing twelve months ending March 2021. The total receivables have increased
from Rs 23.25 crore as on March 31, 2020, to Rs 24.60 crore as on March 31, 2021, which includes debtors of Rs 2.42 crore
which are due for more than 90 days, however, none of these are disputed and are fully recoverable and for which no
provisioning is required.

Dependence on availability of requisite manpower: The company caters to a wide customer base with a workforce of
more than 8000 personnel. The need to train security personnel is imperative due to specialized nature of the job and
managing attrition is equally critical as a higher rate may lead to an increase in the training costs. The company hires through
referrals, advertising, Walk ins, and placement agencies. It provides training to the new recruits enabling them to perform their
duties. Specialized training is also imparted to security personnel to be deployed at a specific location like mall, retail store,
MNC, educational, manufacturing or Hospitality sector.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications

1] CARE Ratings Ltd.


http://www.careedge.in/

Press Release care

RATINGS

Exposure to intense competition in industry: The manned security guarding services industry has large number of
unorganized players and a few organized players due to low entry barriers which has made it easy for companies to start
business and has pushed down prices leading to intense competition in the industry. Unorganized players have regional
presence and offer services at low cost resulting in pricing pressure for organized players which have higher overheads to
maintain quality. Moreover, the industry has high employee attrition rate due to the presence of large number of unorganized
players. Any issues with regards to availability of workforce may constrain the relationship with the client and may also impact
revenue and profitability.

Key Rating Strengths

Experienced promoter and management team: GDX Facility and Management Services Private Limited (GFMS) was
incorporated in 1987 by Mr. Mahesh Chandra Sharma who is the promoter and Chairman and Managing Director (CMD) of the
company and oversees the company’s strategic decisions and implementation. He is currently secretary general of CAPSI
(Central Association of Private Security Industry) and has been associated with various security and professional forums. He is
ably supported by an experienced management team with Mr Anurag Sharma who has done master’s in international business
from York University and looks after the sales and marketing functions of company and Ms Niharika Sharma, a qualified CFA
who looks after the finance and accounting departments of the company.

Growing scale of operations with moderate profit margins: The scale of operations of company has grown at a
compounded annual growth rate (CAGR) of 22% p.a. over a period of three years from FY17 (refers to period from April 01 till
March 31) till FY20 to Rs 142.71 crore, however in FY21 TOI fell by about 6% to Rs 136.16 crore mainly on account of lower
demand for security personnel during H1FY21 (refers to the period from April 1 to September 30) due to Covid-19 led
disruptions which led to closure of several businesses. Employee cost remains the single largest in the overall cost structure
accounting for 90% - 92% of the total cost. The company’s operating profit margin has remained moderate and reduced to
4.69% in FY21 from 4.86% in FY20 on account of increase in employee strength in verticals like facility and payroll where
company earns a less margin as compared to security services because security contracts are only manpower contracts where
company doesn’t have to provide any hardware products unlike other verticals.

Reputed and diversified clientele along with pan India presence: The company has a client portfolio of more than 200
clients and 1500 network cities along with presence in 21 PSARA (Private Security Agencies Regulations Act) licensed states.
The company has a diversified base of clients across different industries and geographies/ states. The company has a long-
established relationship with its clients, where the company is working with some of its clients for more than two decades now
like Godfrey Philips (34 years), MB Power (20 years), Suzuki Motors (7 years), etc. The company has a diversified end user
industry/sectors including power projects, hotel & hospitality, media & communication, schools & educational institutions,
banking & financial services, real estate & construction, and FMCG. The company has a diversified customer base with top 10
customers contributing ~60% of the total operating income in FY21 which has increased from ~57% of TOI in FY20, thus
reducing the customer concentration risk.

Moderate financial risk profile: The overall gearing of GFMS has deteriorated to 1.21x as on March 31, 2021 as compared
to 1.12x as on March 31, 2020 along with TDGCA to 4.00x as on March 31, 2021 as compared to 2.52x as on March 31, 2020
due to increase in total debt to Rs 19.64 crore as on March 31, 2021 from Rs 14.63 crore as on March 31, 2020 mainly on
account of increase in vehicle loan and rupee term loan. The company has taken rupee term loan of Rs 6.87 crore as on March
31, 2021, which includes MSME covid loan of Rs 2.38 crore during FY21 and the balance for general corporate purposes.

Liquidity: Adequate

The liquidity of company is marked by moderate current ratio of 1.27x as on March 31, 2021 (PY: 1.26x). Further, the company
has a scheduled debt repayment of only Rs. 0.88 crore for FY22 as against projected GCA of Rs 7.93 crore for FY22. The
company has cash and bank balance of Rs 3.83 crore as on March 31, 2021, however, enjoys sufficient unutilized working
capital limits. The operating cycle remains elongated at 57 days in FY21 (PY: 57 days), but the company manages it through
their own cash accruals with lower dependence on external debt. The average utilization of fund-based limits remains low at
around ~28% during trailing twelve months ending March 2021, thus its unutilized bank limits are adequate to meet its
incremental working capital needs over the next one year. The company has adequate cash flows to meet the debt obligation
along with loan instalments. The company availed moratorium from its lenders as part of the Covid19 relief package announced
by the RBI in March 2020.

Analytical approach: Standalone
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Applicable criteria

Policy in respect of Non-cooperation by issuer

CARE's criteria on assigning outlook and credit watch to credit ratings
CARE'’s policy on default recognition

Liquidity Analysis — Non-financial sector

Rating Methodology — Services Sector companies

CARE’s methodology for financial ratios — non-financial sector

CARE's criteria Short Term Instruments

About the company

GDX Facility and Management Services Private Limited (GFMS) is a private limited company incorporated in the year 1987 by
Mr. Mahesh Chandra Sharma who is the chairman as well as managing director of the company. The company is primarily
engaged into providing security/guarding services, facility & technical services, investigations, fleet management, legal services,
etc. to its varied clientele including government, banks, industrial houses, multi-national companies (MNCs) and private
organizations like hospitals, factories and residences. The company has license to operate all over India under PSARA Act
(Private Security Agency Regulation Act) and is accredited with ISO 9001:2015/14001/45001 certification. GFMS's headquarter
is in New Delhi and it operates through 5 zonal offices and 17 branch offices spread across all over India.

Brief Financials (X crore) March 31, 2021 (A) March 31, 2022 (A) Q1FY23

Total operating income 136.16 NA NA
PBILDT 6.39 NA NA
PAT 3.19 NA NA
. . NA
Overall gearing (times) 1.21 NA
. NA
Interest coverage (times) 4.10 NA
A: Audited

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Complexity level of various instruments rated for this company: Annexure 4

Annexure-1: Details of instruments/facilities

Name of the ISIN Date of Coupon | Maturity S|zIes :::he Rating Assigned along
Instrument Issuance Rate Date with Rating Outlook
(X crore)

Fund-based - ST-Working ) ) ) 8.00 CARE A4+; ISSUER NOT
Capital Demand loan ) COOPERATING*
Fund-based - ST-Bank ) ) ) 2.00 CARE A4+; ISSUER NOT
Overdraft ) COOPERATING*
Non-fund-based - ST-Proposed ) ) ) 19.00 CARE A4+; ISSUER NOT
non-fund-based limits ) COOPERATING*
Fund-based - ST-Bill ) ) ) 6.00 CARE A4+; ISSUER NOT
Discounting/ Bills Purchasing ) COOPERATING*
Non-fund-based - LT-Bank . - - 2.00 CARE BB+; Stable; ISSUER
Guarantee ) NOT COOPERATING*
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https://www.careratings.com/pdf/resources/CARE's%20Credit%20Rating%20Process%203%20Sep%202021.pdf
https://www.careratings.com/pdf/resources/Rating%20Outlook%20and%20credit%20watch%20_30May%202020.pdf
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Name of the Date of Coupon | Maturity SlzIes ::ethe Rating Assigned along
Instrument Issuance Rate (X crore) with Rating Outlook

Fund-based - ST-Working ) ) i 8.00 CARE A4+; ISSUER NOT
Capital Demand loan ) COOPERATING*
Fund-based - LT-Proposed ) ) ) 3.00 CARE BB+; Stable; ISSUER
fund-based limits ' NOT COOPERATING*

Annexure-2: Rating history for the last three years

Current Ratings Rating History
Name of the Date(s) Date(s) DEVI )] Date(s)
d and and and
Instrument/Bank Amount an . . .
Fa cilitie/s Type | Outstanding Rating(s) Rating(s) | Rating(s) Rating(s)
(X crore) assigned assigned | assigned assigned
in 2022- in 2021- in 2020- in 2019-
plipX] 2022 2021 2020
Fund-based - ST- CARE A4+;
1 | Working Capital ST 8.00 ISSUER NOT - (13(6:-AJE|E-§13) - -
Demand loan COOPERATING*
CARE A4+;
2 Fund-based - ST- ST 2.00 ISSUER NOT ) 1)CAREA3 | }
Bank Overdraft COOPERATING* (06-Jul-21)
Non-fund-based - CARE A4+;
3 | ST-Proposed non- | ST 19.00 ISSUER NOT - (lggﬁEIE_ZAS - -
fund-based limits COOPERATING*
Fund-based - ST-Bill CARE A4+;
4 | Discounting/ Bills ST 6.00 ISSUER NOT - (lgg—AJF:F;\l?’) - -
Purchasing COOPERATING*
CARE BB+; 1)CARE
5 Non-fund-based - T 2.00 Stable; ISSUER | _ BBB-; ) )
LT-Bank Guarantee ) NOT Stable
COOPERATING* (06-Jul-21)
CARE BB+; 1)CARE
Fund-based - LT- Stable; ISSUER BBB-;
6 | Proposed fund- LT 3.00 - - -
based limits NOT Stable
COOPERATING* (06-Jul-21)

*Long term/Short term.

Annexure-3: Detailed explanation of the covenants of the rated instruments/facilities: NA
Annexure-4: Complexity level of various instruments rated for this company

Sr. No. ‘ Name of Instrument Complexity Level ‘
1 Fund-based - ST-Bill Discounting/ Bills Purchasing Simple
2 Fund-based - ST-Working Capital Demand loan Simple
3 Fund-based - ST-Bank Overdraft Simple
4 Non-fund-based - ST-Proposed non-fund-based limits Simple
5 Non-fund-based - LT-Bank Guarantee Simple
6 Fund-based - LT-Proposed fund-based limits Simple

Annexure-5: Bank lender details for this company
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To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis of
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.

Contact us
Media contact
Name: Mradul Mishra
Phone: +91-22-6754 3596
E-mail: mradul.mishra@careedge.in

Analyst contact

Name: Sachin Mathur

Phone: 91-11-4533 3206

E-mail: sachin.mathur@careedge.in

Relationship contact

Name: Swati Agrawal

Phone: +91-11-4533 3200

E-mail: swati.agrawal@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise
capital and enable investors to make informed decisions. With an established track record of rating companies over almost
three decades, CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise,
backed by the methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in
developing bank debt and capital market instruments, including commercial papers, corporate bonds and debentures, and
structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations to
sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions
with the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it
has no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as
per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced
and triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information, please visit www.careedge.in
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