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Amount (X

Facilities/Instruments ‘ crore) ‘ Rating' Rating Action
Rating continues to remain under ISSUER NOT COOPERATING
Long Term Bank Facilities - - category; Reaffirmed at CARE B-; Stable; ISSUER NOT COOPERATING*

and Withdrawn

Rating continues to remain under ISSUER NOT COOPERATING
- - category; Reaffirmed at CARE A4; ISSUER NOT COOPERATING*
and Withdrawn

Short Term Bank
Facilities

Details of instruments/facilities in Annexure-1.
*Issuer did not cooperate; based on best available information.

Rationale and Key Rating Drivers

CARE Ratings Ltd has reaffirmed and withdrawn the rating assigned to the bank facilities of MHK Buildcon LLP (MBL) to CARE B-
; Stable; Issuer Not Cooperating/CARE A4; Issuer Not Cooperating (Single B Minus; Outlook: Stable; Issuer Not Cooperating/A
Four; Issuer Not Cooperating) with immediate effect.

The ratings assigned to the bank facilities of MBL remained constrained on account of low profitability, moderate capital
structure and debt coverage indicators during FY23 (refers to the period April 01 to March 31). The ratings further remained
constrained on account of constitution as a partnership firm, geographical concentration and customer concentration risk with
most of the projects concentrated in government sector. The ratings however, derives strength from increase in scale of
operation, experienced partners and long and established track record of operations.

The above action has been taken at the request of MBL along with ‘No Objection certificate’ from the one of the lenders that
has extended the facilities rated by CARE. Further, rating action also considered that MBL has repaid term loan availed from
another lender in full and there is no amount outstanding under the said term loan as on date.

Analytical approach: Standalone
Outlook: Stable

Detailed description of the key rating drivers
At the time of last rating dated August 31, 2023, the following were the rating strengths and weaknesses (updated from
information available from client)

Rating Weaknesses
Low profitability, moderate capital structure and debt coverage indicator

Despite increase in total operating income (TOI), profit margins have declined mainly due to high cost of materials and higher
sub-contracting expenses and remained low during FY23, marked by PBILDT margin of 5.02% during FY23 (A) as against
8.91% during FY22. Consequently, with higher depreciation and interest charges, PAT margin also declined and remained at
1.76% during FY23 (A) as compared to 2.65% during FY22. However, in absolute terms profitability increased and remained
moderate as marked by PBILDT and PAT of Rs.13.87 crore and Rs.4.85 crore respectively in FY23 as against Rs.9.44 crore and
Rs.2.81 crore respectively in FY22.

Further, owing to infusion of partner’s capital as well as accretion of profits to reserves the capital structure of the company
although improved but remained moderate as marked by overall gearing of 1.62x as on March 31, 2023 as against 1.97x as on
March 31, 2022. The debt coverage indicators although improved with increase in profitability but remain moderate in FY23 as
represented by interest coverage ratio of 2.93x in FY23 as against 2.57x during FY22 and TD/GCA of 5.41 years as on March
31, 2023 as against 7.51 years as on March 31, 2022.

Constitution as a partnership firm
MBL is a partnership firm hence there is an inherent risk of withdrawal of capital by partners which may affect financial
flexibility of the firm.

Geographical concentration and customer concentration risk with most of the projects concentrated in
government sector

MBL is a regional player in the construction industry and has executed various earthwork projects mainly for government
departments and that too is focused for western railway departments. The customer concentration risk remained high due to
heavy dependence on a single customer i.e. Western Railway department for revenue generation.

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

The scale of operation increased significantly over previous year and remained moderate as marked by total operating income
of Rs. 276.34 crore in FY23 as against Rs.105.93 crore during FY22.

Experienced partners
MBL is a partnership firm run by two partners namely Mr Murtajbhai Khanusiya and Mr Izaz M Khanusiya. Both partners are
holding healthy experience in the same line of business.

Long and established track record of operations
MBL was established in the year 1995 and since then it is into general civil engineering works like road construction and
strengthening of road.

Applicable criteria

CARE Ratings’ Policy on Withdrawal of Ratings

CARE Rating’s criteria on information adequacy risk and issuer non-cooperation
Policy on Default Recognition

Criteria on assigning outlook and credit watch

Financial Ratios — Non-financial Sector

Short Term Instruments

Construction

About the LLP
MBL, originally promoted by Mr. Murtajbhai Khanusiya, aged 52 years, as a proprietorship concern in April 1995 has been
converted into partnership firm named M. H. Khanusiya with introduction of his son Mr. Izaz Khanusiya as partner. The name of
the firm has been changed from M. H. Khanusiya to MHK Buildcon LLP in August 03, 2023. MBL is ‘A’ class contractor engaged
in general civil engineering works mainly performing earthwork and structural work for railways (Railway Bridge, railway
stations and platforms, coach yard and related fabrication work). It also performs structural work for canals as assigned by
Irrigation and Agriculture Department of Gujarat.

Brief Financials (Rs. crore) March 31, 2021 (A)

March 31, 2022 (A)

March 31, 2023(A)

[Total operating income 85.68 105.93 276.34
PBILDT 7.28 9.44 13.87
PAT 1.75 2.81 4.85
Overall gearing (times) 2.77 1.97 1.62
Interest coverage (times) 1.90 2.57 2.93

A: Audited, note: ‘the above results are latest financial results available

Status of non-cooperation with previous CRA: Acuite (SMERA) has continued the ratings assigned to the bank facilities of
MBL to ‘Issuer Not Cooperating’ category vide press release dated January 18, 2024 on account of its inability to carry out a
review in the absence of the requisite information from the LLP.

Any other information: Not Applicable

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

Covenants of the rated instruments/facilities: Detailed explanation of the covenants of the rated instruments/facilities is

given in Annexure-3

Complexity level of various instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Name of the Date of Coupon Maturity Size of the | Rating Assigned

ST Issuance (DD- Rate'z‘,/ ) Date (DD- Issue along with
MM-YYYY) ° MM-YYYY) (X crore) Rating Outlook

Fund-based - _

LT-Cash Credit B - - 0.00 Withdrawn

rund-based - - - November 2018 |  0.00 Withdrawn

LT-Term Loan

Non-fund-

based - ST- - - - 0.00 Withdrawn

Bank Guarantee
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https://www.careratings.com/upload/pdf/get-rated/CARE%20Rating's%20Policy%20on%20Withdrawal%20of%20Ratings%20May%202023.pdf
https://www.careratings.com/pdf/resources/CARE%20Ratings%E2%80%99%20criteria%20on%20information%20adequacy%20risk%20and%20issuer%20non-cooperation%20-%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_May%202023.pdf
https://www.careratings.com/pdf/resources/Rating%20outlook%20and%20credit%20watch%20_Dec%202022(21-12-22).pdf
https://www.careratings.com/pdf/resources/CARE%20Ratings%E2%80%99%20criteria%20on%20Financial%20Ratios%20-%20Non%20Financial%20Sector%20-%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria%20for%20Short-Term%20Instruments%20-Feb%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology%20-%20Construction%20Sector%20March%202023.pdf
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Current Ratings Rating History
Name of the Amount Date(s) and Date(s) and Date(s) and Date(s) and
Instrument/Ba | Typ Outstandin Ratin Rating(s) Rating(s) Rating(s) Rating(s)
nk Facilities g (% crore) assigned in assigned in assigned in assigned in
2023-2024 2022-2023 2021-2022 2020-2021
1)CARE B-; 1)CARE B; 1)CARE B+; 1)CARE BB-;
Stable; Stable; Stable; Stable;
1 Fund-based - LT- T ) ) ISSUER NOT ISSUER NOT ISSUER NOT ISSUER NOT
Cash Credit COOPERATIN | COOPERATIN | COOPERATIN | COOPERATIN
G* G* G* G*
(31-Aug-23) (29-Jul-22) (01-Jun-21) (07-May-20)
1)CARE A4; 1)CARE A4; 1)CARE A4; 1)CARE A4;
Non-fund-based - ISSUER NOT ISSUER NOT ISSUER NOT ISSUER NOT
2 | ST-Bank ST - - COOPERATIN | COOPERATIN | COOPERATIN | COOPERATIN
Guarantee G* G* G* G*
(31-Aug-23) (29-Jul-22) (01-Jun-21) (07-May-20)
1)CARE B-; 1)CARE B; 1)CARE B+; 1)CARE BB-;
Stable; Stable; Stable; Stable;
3 Fund-based - LT- T ) ) ISSUER NOT ISSUER NOT ISSUER NOT ISSUER NOT
Term Loan COOPERATIN | COOPERATIN | COOPERATIN | COOPERATIN
G* G* G* G*
(31-Aug-23) (29-Jul-22) (01-Jun-21) (07-May-20)

*Issuer did not cooperate; based on best available information

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

Annexure-4: Comp

lexi

level of the various instruments rated

Name of the Instrument

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: Lender details

| To view the lender wise details of bank facilities please click here

Note on the 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.
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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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