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Ratings
es/Instruments LTS Rating Action
(Rs. crore)
Long Term Bank Facilities 10.67 CARE BB; Stable Revised from CARE BB+; Stable
(Enhanced from 10.00) (Double B; Outlook: Stable) (Double B Plus; Outlook: Stable)
Short Term Bank 17.33 CARE A4 Revised from CARE A4+
Facilities (Reduced from 18.00) (A Four) (A Four Plus)
28.00
Total Bank Facilities (Rs. Twenty-Eight
Crore Only)

Details of facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The revision in the ratings assigned to the bank facilities of Galacon Infrastructure and Projects Private Limited continues to be
tempered by small scale of operations with fluctuating total operating income, working capital intensive nature of operations,
profitability margins are susceptible to fluctuation in raw material prices, tender based nature of operations and fragmented &
competitive nature of industry. The rating also factors in satisfactory profitability margins. The rating however derives
established track record and experienced & resourceful promoters for more than a decade in the construction industry, medium
term revenue visibility, comfortable capital structure and debt coverage indicators during review period.

Rating Sensitivities
Positive rating sensitivities
e Increase in scale of operations by 30%.
e Improvement in collection days to 30.
e Ability of the company to consistently bag with new orders
Negative rating sensitivities
e Decline in PBILDT margins by 200 bps.
e Any envisaged debt resulting in weakening of overall gearing ratio to 2.0x or above.

Detailed description of the key rating drivers

Key Rating Weaknesses

Small scale of operations with fluctuating total operating income

During FY2021, the total operating income of the company declined by 60% from Rs.45.51 crore during FY20 to Rs.18.25 crore
during FY21 due to slower pick up of business and with lack of availability of labors because of impact of Covid19 which
impacted the execution and revenue of the company. Company took measures to optimize the cost in terms of cost of material
consumed, administration expenses and employee expenses, due to which company has made profits of Rs. Rs.0.16 crore
during FY21 against Rs. 1.35 crore in FY20.

The company has achieved topline of Rs. 17.43 crore with a PAT of Rs.0.07 crore during 9MFY2022. With this company would
achieve topline of Rs. 25 crore during FY2022.

Working capital intensive nature of operations

The operations of the company are working capital intensive since the company is engaged in civil construction works. The
Operating cycle of the company has also declined and stood at 260 days in FY21 (PY 80 days) due to increase in collection and
inventories days. The average inventory days declined from 89 days in FY20 to 234 days in FY21. The average working capital
utilization stood at 80-85% for the last twelve months ended February 28, 2022.

Profitability margins are susceptible to fluctuation in raw material prices

GIPPL is engaged in the business of construction industry, wherein the raw material inputs like cement, sand and steel among
others prices are highly volatile in nature. This apart, increase in labour cost also may impact the profitability margins of the
company. However, GIPPL have inbuilt price variation clause for the 80% of orders received which resulted in mitigation of
prices to some extent.

Tender based nature of operations

The company receives few of its work orders from government organizations which are tender- based. The revenues of the
company are dependent on the ability of the promoters to bid successfully for the tenders and execute the same effectively.
However, the promoter’s long experience in the industry for more than two decades mitigates the risk to an extent.
Nevertheless, there are humerous fragmented & unorganized players operating in the segment which makes the industry highly
competitive. Furthermore, the profitability margins also come under pressure because of competitive nature of the tender based
contract works of the company.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Highly fragmented industry with intense competition from large number of players
The company is engaged in civil construction which is highly fragmented industry due to presence of large number of organized
and unorganized players in the industry resulting in huge competition.

Key Rating Strengths

Established track record and experienced & resourceful promoters for more than two decades in the
construction industry

GIPPL was established in the year 2006, hence, it has established track record. The promoters of the company have
considerable experience in the line of construction industry. The Company is promoted by Mr. Dharma Teja Bobba (Managing
Director), is a civil engineer from NIT Jaipur and holds a postgraduate diploma from NICMAR Delhi, specializing in international
construction contracts. He has also done his MBA from a prestigious B-School, Indian School of Business (ISB), Hyderabad.
Prior to GIPPL, he worked with Lanco Infratech Limited, as Director (operations). He has a vast experience of around 2 decades
complimented with strong expertise in construction and infrastructure industry.

The directors are supported by a qualified professional management team. Ms. S. Sindhu (CFO), has also done her MBA from a
reputed B-School, Asian Institute of Management, Philippines and is currently the head of Finance and Accounts, Human
Resource and Administration departments with a vast experience of over 10 years. The company has established good
relationship with suppliers and customers due to established track record and presence in the business for a long period of time

Satisfactory profitability margins

Despite, low and decline in total operating income the profitability margin of the company i.e PBILDT margin increased from
10.15% in FY20 to 14.60% due to reduction in PBILDT absolute numbers.

The company reported decline in PAT margin of 0.88% during FY21 against 2.96% during FY20 due to decline in topline during
FY21.

Comfortable capital structure and debt coverage indicators albeit decline

The capital structure of the company declined marked by overall gearing of 0.97x as on March 31, 2021 as compared to 0.58x
as on March 31, 2019 due to increase in debt and high utilisation of fund-based limits during FY2021.The Interest coverage
ratio of the company deteriorated to 1.82x during FY21 from 3.11x during FY20 due to decline in the decline in PBILDT. Also,
the Total Debt/ GCA declined from 2.92x in FY20 to 11,24x due to increase in debt levels and decrease in operating income
subsequently impacted GCA of the company.

Medium term revenue visibility

GIPPL has a strong unexecuted order book position of Rs.138.2 crore (PY Rs.122.13 crore) as on February 2022 which is 7.57x
its total operating income for FY21 which comfortably provides revenue visibility for around next two-three years. During
FY2022, the company would complete order of Rs. 1.69 crore which would add to the topline of the company

Liquidity analysis- Adequate

The current ratio of the company stood comfortable at 1.86x with improvement in realization of debtors from Rs. 5.39 crore as
on March 31, 2020 to 4.61 crores as on March 31, 2021.The company has low cash and bank balances of RS. 0.29 crore as on
315t March 2021 but has increased to Rs. 0.43 crore in December 2021. The company has sufficient GCA of Rs. 1.02 crore as on
December 2021 against repayment obligations of Rs. 0.27 crore outstanding for FY2022. The average utilization of CC facility
stood at 80-85% for the last twelve months ended February 28, 2022.

Analytical approach: CARE has analysed standalone financials of Galacon Infrastructure and Projects Private Limited are
considered for analysis of the rating.

Applicable criteria

CARE'’s Policy on Default Recognition

Criteria on assigning ‘outlook” and ‘credit watch’ to Credit Ratings
Financial ratios —Non-Financial Sector

Rating Methodology —Construction Sector

Liquidity Analysis of Non-Financial Sector Entities

Criteria for Short Term Instruments

About the company

Andhra Pradesh based, Galacon Infrastructure and Projects Private Limited (GIPPL), was incorporated in the year 2006 with its
registered office at Madhapur, Hyderabad. The promoters of the company are Mr. Dharma Teja (Managing Director) and Ms.
Yashodhava (Director). They have experience of more than a decade in construction industry. The company is primarily
engaged in civil construction works relating to bridges, power plants, roads, buildings, water networks and pipelines. The
company procures its work orders from government as well as private authorities. The company procures tenders from state
government of Andhra Pradesh, Telangana, Tamil Nadu, Assam and Haryana. GIPPL has ISO 9001:2015, HYM, ASCB ©
certifications for construction of buildings, bridges and other engineering works and assessed for proper management of quality
management system. The company undertakes majority of projects from Central PSUs with some projects from State PSUs
which are backed by the Central Government. The clientele of the company is strong and counterparty risk is not envisaged.
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https://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_Sep%202021.pdf
https://www.careratings.com/pdf/resources/Rating%20Outlook%20and%20credit%20watch_May2020.pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector_March2021.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20methodology-Construction_December2020.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non%20-%20Financial%20Sector%20entities_May2020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Short%20Term%20Instruments%20_February2021.pdf
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31-03-2020 (A) 31-03-2021 (A)  9MFY2022 (P)

Brief Financials (Rs. crore)

Total operating income 45.61 18.37 17.43
PBILDT 4.63 2.68 2.42
PAT 1.35 0.16 0.07
Overall gearing (times) 0.58 0.97 0.86
Interest coverage (times) 3.11 1.82 1.80

A: Audited; P: Provisional.

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|z§:: :he Rating assigned along
Instrument Issuance Rate Date with Rating Outlook
I R o _(Rs. crore)
Fund_—based - LT-Cash - - - 9.50 CARE BB; Stable
Credit
Non-fund-based - ST- } . R 10.50 CARE A4
Bank Guarantee
Non-fund-based - ST- _ . - 6.83 CARE A4
Bank Guarantee
Fund-based - LT-Term i i September 1.17 CARE BB; Stable
Loan 2024

History of last three years
Current Ratings

Annexure-2: Rating

Rating history

Name of the Pp— Date(s) & Date(s) & Date(s) & Date(s) &
Instrument/Bank T . . Rating(s) Rating(s) Rating(s) Rating(s)
Facilities ype | Outstanding SEIT assigned in | assigned in assigned in assigned in
(Rs. crore) g g 9 9
2022-2023 | 2021-2022 2020-2021 2019-2020
CARE 1)CARE 1)CARE
1 E‘;gﬁ'gfgﬁf SLT LT 9.50 BB; - - BB+; Stable | BB+; Stable
Stable (26-Mar-21) | (05-Mar-20)
5 | Non-fund-based - ST 10.50 CARE ) } 1)CARE A4+ | 1)CARE A4+
ST-Bank Guarantee ) A4 (26-Mar-21) | (05-Mar-20)
3 Non-fund-based - ST 6.83 CARE ) ) 1)CARE A4+ | 1)CARE A4+
ST-Bank Guarantee ) A4 (26-Mar-21) | (05-Mar-20)
CARE 1)CARE
4 ?érr‘r‘:ltzzid -LT- LT 1.17 BB; - - BB+; Stable | -
Stable (26-Mar-21)

* Long Term / Short Term

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not Applicable

level of various instruments rated for this compan
Name of instrument

Annexure 4: Complexi

Complexity level

1 Fund-based - LT-Cash Credit Simple
2 Fund-based - LT-Term Loan Simple
3 Non-fund-based - ST-Bank Guarantee Simple

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

CARE Ratings Ltd.
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Note on complexity levels of the rated instrument: CARE Ratings Ltd. 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
Contact no.: +91-22-6754 3573
Email ID: mradul.mishra@careedge.in

Analyst Contact

Name: Prasanna Krishnan

Contact no.: 040-67937421

Email ID: prasanna.krishnan@careedge.in

Relationship Contact

Name: Ramesh Bob Asineparthi
Contact no.: +91 90520 00521
Email ID: ramesh.bob@careedge.in

About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide
array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by
knowledge and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including
CPs, corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited 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 Limited has based its ratings/outlooks based on information obtained from reliable and credible
sources. CARE Ratings Limited 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 Limited have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE Ratings Limited 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 Limited
is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The
rating/outlook may undergo a 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 Ratings Limited is not responsible
for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’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.careedge.in
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