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Facilities/Instruments ‘ ;\ TS Rating Action
(GENE )

CARE B+; Stable; Revised from CARE BB-; Stable
Long Term Bank Facilities 30.00 ISSUER NOT COOPERATING* (Double B Minus; Outlook: Stable)
’ (Single B Plus; Outlook: Stable and moved to ISSUER NOT
ISSUER NOT COOPERATING*) COOPERATING category
CARE B+; Stable / CARE A4; Revised from CARE BB-; Stable /
Long Term / Short Term ISSUER NOT COOPERATING* CARE A4 (Double B Minus ; Outlook:
Bank Facilities 20.00 (Single B Plus ; Outlook: Stable/ Stable / A Four) and moved to
A Four ISSUER NOT COOPERATING
ISSUER NOT COOPERATING*) category
50.00
Total Bank Facilities (Rs. Fifty Crore
Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

CARE has been seeking information from Kean Construction LLP (KC) to monitor the rating(s) vide e-mail communications dated
August 25, 2021, September 7, 2021, December 02 , 2021, December 06, 2021 and February 3, 2022 among others and numerous
phone calls. However, despite our repeated requests, the firm has not provided the requisite information for monitoring the
ratings. In line with the extant SEBI guidelines, CARE has reviewed the rating on the basis of the best available information which
however, in CARE’s opinion is not sufficient to arrive at a fair rating. Kean Construction LLP’s bank facilities will now be denoted
as CARE B+; Stable / A4 ISSUER NOT COOPERATING*.

The revision in ratings factors in deterioration in the operating as well as financial performance of the entity based on the FY21
provisional results and non-cooperation by KC and CARE’s efforts to undertake a review of the ratings outstanding. CARE views
information availability risk as a key factor in its assessment of credit risk.

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

Detailed description of the key rating drivers
At the time of last rating on December 24, 2020, the following were the rating strengths and weaknesses (Updated for FY21
Provisional financials provided by client).

Detailed description of Key rating drivers

Key rating Weakness

Limited track record with small scale of operations: KC was established on July 2017 however; commercial operations
begin from February 2019. KC was established on July 2017 however; commercial operations begin from February 2019. TOI of
the company has decline significantly by 38% in FY21 i.e. from Rs. 88.60 crore in FY20 to 54.53 crore in FY21(prov.).

Leverage capital structure: The capital structure of the firm stood leveraged marked by overall gearing of 3.28x as on March
31, 2021 Prov. TDGCA also deteriorated from 5.97x in FY20 (Prov) to 8.86x in FY21(Prov). PBILDT interest coverage decline from
64.54x in FY20 to 35.93x in FY21 (Prov).

Working capital intensive operations: The firm operates in the construction industry wherein the working capital
requirements remained high. The inventory is obtained by the firm on the site of the project as per the specification and
requirement of the project. Further, the firm makes payment to the suppliers of raw material either on cash basis or partially cash
and credit basis. However, the operating cycle of the firm stood negative at -224 days due to higher creditor days.

Highly competitive and fragmented industry with tender driven nature of operations: The construction industry is
fragmented in nature with a large number of medium scale players present at regional level. This coupled with the tender-driven
nature of construction contracts poses huge competition and puts pressure on the profit margins of the players.

Customer concentration risk with dependence on real estate sector: The firm has been dealing only with four established
clients contributing major revenue of the total unexecuted order book thereby imposing high level of customer concentration risk.

Partnership nature of constitution of the firm: Being a limited liability partnership firm, KC has inherent risk of withdrawal
of capital at the time of personal contingency of partners. Furthermore, it has restricted access to external borrowings where net
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worth as well as creditworthiness of the partners are the key factors affecting credit decision of the lenders. Hence, limited funding
avenues along with limited financial flexibility have resulted in small scale of operations for the firm.

Key Rating Strengths

Experienced promoters and established group presence in civil construction industry: KC was promoted by Mr. Nandlal
Varma with over two decades of experience in real estate and construction industry. Mr. Nandlal Varma started as a building
contractor for small projects in Gujarat & within short time, expanded his area of operations in Mumbai & other adjoining regions.
Further he is also well supported by another partner Mr. Dharmesh Varma who also possesses in-depth knowledge and experience
over five years in real estate and construction industry. KC is a part of Kargwal Group which is into construction business since
1975. The Kargwal Group has presence in diverse construction activities ranging from industrial plants, ports, bridges, real estate
activities viz. townships of residential and commercial complexes etc. Over the years of existence in the market, the group has
established strong marketing connects with its customers, suppliers and stakeholders.

Moderate profit margins: Despite the tender driven nature of business leading to competitive work contract rates along with
labour intensive operations, the PBDILT margin of the company has declined; however, remained moderate at 7.08% in FY21
(prov.) vis-a-vis 8.89% in FY20. Further PAT margin of the firm too has declined yet remained moderate at 4.10% in FY21 (prov.)
vis-a-vis 5.61% in FY20.

Analytical approach: Standalone

Applicable Criteria

Policy in respect of Non-cooperation by issuer
CARE's Policy on Default Recognition

Criteria on assigning Outlook to Credit Ratings
Rating Methodology — Construction Sector
Financial ratios — Non-Financial Sector

Criteria for Short Term Instruments

About the Company

Established in July 2017 and commenced its operations from February 2019; Kean Construction LLP (KC) is engaged in the
business of civil construction services. KC was established by Mr. Dharmesh Varma and Mr. Nandlal Verma. The firm undertakes
construction contracts for civil, lift and finishing work, Mechanical, Electrical and Plumbing (MEP) and Lock- n- key contracts of
residential building etc. KC gets orders through bidding and tendering process and its current projects are comprised of in the
Mumbai region. The customer base of the firm includes real estate players across Mumbai. It also executes projects as sub-
contractor which is obtained through private corporates. The firm procures all the raw materials domestically through local
distributors and traders.

Brief Financials (Rs. crore) FY20 (Prov¥*) FY21 (Prov.) H1FY22 (Prov.)
Total operating income 88.60 54.53 NA
PBILDT 7.88 3.86 NA
PAT 4.97 2.23 NA
Overall gearing (times) 6.09 3.28 NA
Interest coverage (times) 64.54 35.93 NA

Prov.. Provisional; NA: Not Available
* For FY20, CARE has received audited financials however the same has considered as provisional due to non-receipt of the entire
tax audit report from the entity.

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Disclosure of Interest of Independent/Non-Executive Directors of CARE: Not Applicable

Disclosure of Interest of Managing Director & CEO: 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

Coupo | Maturit EnEe

Name of the ISI Date of n Issue Rating assigned along with
Instrument N Issuance y (Rs. Rating Outlook
Rate Date
crore)
Fund-based - LT-Cash } } ) 30.00 CARE B+; Stable; ISSUER NOT
Credit ) COOPERATING*

Non-fund-based - LT/ ST- CARE B+; Stable / CARE A4;
Bank Guarantee ISSUER NOT COOPERATING*
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https://www.careratings.com/pdf/resources/Policy%20in%20respect%20of%20%20non%20co-operation%20by%20issuer%20_Oct2020.pdf
http://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_Feb2020.pdf
https://www.careratings.com/pdf/resources/Rating%20Outlook%20and%20credit%20watch%20_30May%202020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20methodology%20Construction-%2027Nov2019.pdf
http://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Sept2019.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Short%20Term%20Instruments%20_Mar%202020.pdf
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History of last three years
Current Ratings

Annexure-2: Rating

Rating history

Date(s) Date(s) Date(s) Date(s)
Sr. Name of the Amount & & & &
No | Instrument/Ban Outstandin Rating Rating(s) Rating(s) | Rating(s) | Rating(s)
k Facilities g (Rs. assigned | assigned | assigned | assigned
crore) in 2021- in 2020- in 2019- | in 2018-
2022 2021 2020 2019
CARE B+; 1)CARE
Stable; ISSUER BB-;
1 E:gﬁgfg;‘s U 3000 | NOT - Stable - -
COOPERATING (24-Dec-
* 20)
CARE B+; 1)CARE
Stable / CARE BB-;
Non-fund-based - !
LT/ST A4; ISSUER Stable /
2 é‘:’J/a e ST-Bank % 20.00 NOT - CARE A4 - -
COOPERATING (24-Dec-
* 20)

* Long Term / Short Term

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities : Not applicable since rated facilities
are proposed in nature

level of various instruments rated for this compan
Name of instrument

1 Fund-based - LT-Cash Credit

2 Non-fund-based - LT/ ST-Bank Guarantee

Annexure 4: Complexi

Complexity level

Simple
Simple

Annexure 5: Bank Lender Details for this Company
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@careedge.in for any clarifications.
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Contact us

Media Contact

Mradul Mishra

Contact no. - +91-22-6754 3573

Email ID — mradul.mishra@careedge.in

Analyst Contact

Mr. Vikash Agarwal

+91-22-67543604

Email ID - vikash.agarwal@careedge.in

Relationship Contact

Mr. Saikat Roy

Cell: + 91 98209 98779
E-mail: saikat.roy@careedge.in

About CARE Ratings:

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 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 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’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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