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Ratings
Facilities Amount Rating? Rating Action
(Rs. crore)
Long Term Bank 6.00 CARE B; Stable Revised from CARE B+; Stable
Facilities ) (Single B; Outlook: Stable) (Single B Plus; Outlook: Stable)
. 6.00
Total Facilities (Rs. Six Crore Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The revision in rating assigned to the bank facilities of Rishabh Associates (RA) takes into account the impact of the Covid-19
pandemic which has resulted into reduced scale of operations and an increase in operating cycle. The revision also factors in
high gearing ratio and stretched liquidity. Furthermore, the ratings continue to be constrained by fragmented and highly
competitive nature of the industry and constitution of the entity as partnership firm.

The aforesaid constraints, however; partially offset by the strength derived from moderate track record and experienced
partners in the civil construction industry and healthy profit margin.

Rating Sensitivities

Positive Rating Sensitivities

e Increase in the scale of operations with a total operating income exceeding Rs. 25 cr. with tangible net worth base exceeding
Rs. 10 cr. on a sustained basis

e Improvement of capital structure with overall gearing reaching below at 1x and debt coverage indicators with interest
coverage ratio exceeding 3x and total debt to gross cash accruals reaching below 3x on a sustained basis

e Improvement in the liquidity position with current ratio exceeding 2x on a sustained basis

Negative Rating Sensitivities:
e Decline in PBILDT margin and reaching below 10% and net profit margin below 3% on a sustained basis
e FElongation in the collection period exceeding 150 days on a sustained basis

Detailed description of the key rating drivers
Key Rating Weaknesses

Small and fluctuating scale of operation and moderate order book position

The total operating income (TOI) of the firm continued to remain small and declined by 25.94% to Rs. 12.19 crore in FY21
(Provisional) vis-a-vis Rs. 16.46 crore in FY20 on account of less execution work happened due to covid-19 related disruptions
in FY21. The firm has an order book position of around Rs. 20.00 crore as on September 30, 2021 (vis-a-vis Rs. 37.50 crore as
on August 29, 2020) which is expected to be executed by June 2022. However; order book is concentrated with only one
awardee i.e. Gyan Construction company.

Leveraged capital structure and weak debt coverage indicators

The capital structure of RA continued to remain leveraged on account of high dependence on debt. Overall gearing is high at
4.58x as on March 31, 2021 (Prov.) Debt coverage indicators continued to remain weak and deteriorated with total debt to
GCA of 32.39x in FY21 (vis-a-vis 25.16x in FY20) on account of decrease in profit level and decrease in gross cash accruals in
FY21.

Working capital intensive nature of operations

RA’s operations continued to remain working capital intensive in nature as the funds are largely blocked in debtors. Since the
work is done for municipal corporations, issue of payment is done after all the verification and quality checking process hence
the collection period remained high and stood at 207 days in FY21 vis-a-vis 139 days in FY20. Inventory holding period is 53
days in FY21 vis-a-vis 20 days in FY20. RA deals with government recognized suppliers for raw material consumption and firm’s
existence in this line of business for more than a decade it enjoys higher credit period from its suppliers and stood at 184 days.

1Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.
1] CARE Ratings Limited

tings

Opinson


http://www.careratings.com/

C’&fﬂ@ Ratings

esstonal Rink Opinson

Presence in competitive and fragmented industry

RA operates in a highly competitive and fragmented civil construction industry, wherein a large number of players are engaged
into the said activities on a sub-contract basis. Moreover, RA also faces competition from other companies for tendering of
contracts and also takes sub-contracts from the large players who directly bid for the government tenders and hence, any
changes in current policies of the government with regard to change in budget allocation would impact the revenues
considerably.

Constitution of the entity as partnership firm

Being a partnership firm, RA has inherent risk of withdrawal of partner’s capital at the time of personal contingency.
Furthermore, it has restricted access to external borrowings where net worth as well as creditworthiness of the Partners are
the key factors affecting credit decision of the lenders

Key Rating Strengths

Moderate track record and experienced partners in the civil construction industry

RA is a partnership firm established in the year 2006 by Mr. Umang Kishor Ladhani, Mr. Mittain M. Panani and Mr. Ramesh
Surani. All Partners are qualified engineers into Civil and IT domain and having an on average more than a decade into civil
construction business. The firm has established its presence in the construction business through its twelve years of moderate
track record of operations in the civil construction activities.

Healthy profit margins

PBILDT margin of the firm continued to remain healthy at 13.09% in FY21. Further, the PAT margin of the firm has also improved
t0 6.20% in FY21 (vis-a-vis 6.09% in FY20.) Despite the reduction in PBILDT margins during FY21, PAT margins have improved
on account of lower interest cost during the year.

Industry Prospects:

Construction industry has a close linkage with the economic growth of the country. Construction as a percentage of GDP has
been in the narrow range of 7.7-8.6% in the past ten quarters (based on 2011-12 series). During the last few years, the economic
slowdown along-with the policy impediments, high interest rates and liquidity concerns hampered overall investment climate
in the country. Amid the challenging economic environment, new project announcements across infrastructure segments
witnessed a slowdown. Also, industrial capital expenditure declined owing to lower demand and utilisation rates. Further,
construction industry continued to face project execution problems due to the delay in various approvals/clearances like land
acquisition and environment clearances.

Liquidity: Stretched

The liquidity position remained stretched marked by elongated operating cycle. The company had minimal repayment
obligation and uses short term loans to fund the working capital. The operating cycle of the company has further deteriorated
from 150 days in FY20 to 207 days in FY21 (Provisional). Free cash and bank balance remained low at Rs.0.07 crore as on March
31, 2021. The current ratio and quick ratio stood low at 1.23x and 1.17x respectively as on March 31, 2021. However, the
average working capital limit utilization remained moderate at 51% during past 12 months ended September-2021 providing
some backup.

Analytical approach: Standalone

Applicable Criteria

Financial Ratios - Non - Financial Sector

Liquidity Analysis of Non-Financial Sector Entities

Criteria on assigning ‘outlook’ and ‘credit watch’ to Credit Ratings
CARE’s Policy on Default Recognition

Rating Methodology — Construction Sector

About the Company

M/s Rishabh Associates (RA) is a partnership firm established in the year 2006 by Mr. Umang Kishor Ladhani, Mr. Mittain M.
Panani and Mr. Ramesh Surani. RA is a sub-contractor and engaged into construction of civil engineering projects such as in
the field of water supply, sewerage, road construction etc. It procures raw materials (such as cement, steels, rods, bricks,
bitumen, diesel and other construction materials) from local suppliers authorized by Municipal corporations only. RA operates
from its registered office located at Mumbai, Maharashtra.

2| CARE Ratings Limited
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Brief Financials (Rs. crore) FY20(A) FY21 (Prov.)
Income from Operations 16.46 12.19
PBILDT 2.63 1.60
PAT 1.00 0.76
Overall Gearing (times) 5.45 4.58
Interest Coverage (times) 1.72 2.12

A: Audited Prov.: Provisional
Status of non-cooperation with previous CRA: None
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2
Complexity level of various instruments rated for this company: Annexure-3
Annexure-1: Details of Instruments/Facilities
Name of the Date of | Coupon | Maturity Size of the Rating assigned along
Instrument Issuance Rate Date Issue (Rs. crore) with Rating Outlook
Fund-based - LT-Cash Credit - - - 6.000 CARE B; Stable
Annexure-2: Rating History of last three years
Current Ratings Rating history
Name of the Datfa(s) & Datfe(s) & Date(s) &
Sr. Amount Rating(s) Date(s) & Rating(s) .
Instrument/Bank . . . . . . Rating(s)
No. Facilities Type | Outstanding | Rating | assigned Rating(s) assigned assigned e
(Rs. crore) in 2021- in 2020-2021 in 2019- 2018-2019
2022 2020
1)CARE B+; Stable
(06-Oct-20)
Fund-based - LT- CARE 2)CARE B; Stable; | LICARE Bt | 1)CARE B;
1 . LT 6.00 B; - Stable (27- | Stable (11-
Cash Credit Stable ISSUER NOT Aug-19) Oct-18)
COOPERATING*
(22-Sep-20)
* Long Term

Annexure 3: Detailed explanation of covenants of the rated instrument / facilities: NA
Name of the Detailed explanation
Instrument

A. Financial covenants
l. Penal Interest @2%

1) Noncompliance of SO Conditions

2) Non-submission of slock/book debt statements
3) Non-submission of audited financials

4) Non-submission of renewal papers

5) Arrears if any

Annexure 4: Complexity level of various instruments rated for this Company
Sr. No. Name of the Instrument

1 Fund-based - LT-Cash Credit

Complexity Level

Simple

Annexure 5: Bank Lender Details
To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.
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Contact us
Media Contact
Name: Mradul Mishra
Contact no.: +91-22-6754 3573
Email ID: mradul.mishra@careratings.com

Analyst Contact

Name: Arunava Paul

Contact no.: 022-6754 3667

Email ID: arunava.paul@careratings.com

Relationship Contact

Name: Saikat Roy

Contact no.: +91-98209 98779

Email ID: saikat.roy@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.

Disclaimer

CARE’s 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.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks 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. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in case
of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial
performance and other relevant factors. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating. Our ratings do not factor in any rating related trigger clauses as per the terms of
the facility/instrument, which may involve acceleration of payments in case of rating downgrades. However, if any such
clauses are introduced and if triggered, the ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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