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I Amount

Long Term Bank Facilities 10.00 CARE BB; Stable Assigned

Long Term / Short Term Bank Facilities 40.00 CARE BB; Stable / CARE A4 Assigned
Details of instruments/facilities in Annexure-1

Rationale & key rating drivers

The rating assigned to the bank facilities of Yash Hydro Phoenix Project Private Limited (YHPPL) formerly Yash Construction
Co.(YCC) continue to be tempered by thin profitability margins susceptible to volatility in input costs, leveraged capital structure
coupled with below average debt coverage indicators, geographical concentration of work-in-hand, working capital-intensive
nature and stretched liquidity.

The rating also derives comfort from experienced management, registered as Class AA contractor with Government of Gujarat
and healthy order book position.

Rating Sensitivities: Factors likely to lead to rating actions
Positive Factors
e Sustained increase in scale of operations of the company above Rs. 200 crore.
e Improvement in profitability margins, with PBILDT margins over 5% leading to higher cash accruals

Negative Factors

e Decline in PBILDT margins to below 1.50%
e Deterioration in overall gearing over 3 times on a sustain basis.
e Elongation in gross current asset days to over 200 days on a sustain basis.

Analytical approach: Standalone

Outlook: Stable
CARE Ratings Limited (CARE Ratings) believes that the company will continue to benefit from its experienced promoter and
healthy order book.

Detailed description of the key rating drivers:

Key weaknesses
Exposed to customer concentration risk; albeit reputed clientele: YHPPL, formerly YCC bids for design and installation

of sewage and water treatment equipment’s tenders issued by Gujarat governments viz. Gujarat Water Supply and Sewerage
Board (GWSSB), which accounts for about 80% of total revenue thus exposing to customer concentration risk. However,
comfort is drawn from its long-standing and established relationship with the various reputed government entities across
Gujarat.

Geographical concentration risk and high dependence on government spending: All the projects in hand of the
company are concentrated in Gujarat; exposing the company to geographical concentration risk. Moreover, the entire revenue
of YHPPL, formerly YCC comes from government contracts, which makes the company susceptible to any drop in government
spending on infrastructure projects and changes pertaining to policies regarding awarding of tenders to contractors.

Thin and fluctuating profitability margin: The profitability margin of YHPPL, formerly YCC remained fluctuating in the past
four years ending FY23 on account of susceptibility to fluctuation in input prices. PBILDT margin of the company have increased
from 1.99% in FY22 to 2.96% in FY23 on account of decrease in construction cost owing to stabilisation in prices of material
costs (steel, aluminium etc). Further, PAT margin of the company has increased from 1.46% in FY22 to 1.82% in FY23 in line
with increase in PBILDT margin. The profit margin of the company depends on the nature of work undertaken during the period
and the same varies on contract-to-contract basis owing to tender driven nature of operations along with limited ability to pass
on the increase in material costs to customers in a competitive operating environment. Going forward, amidst cyclicality
inherent in the construction industry, ability to improve profitability through operating efficiency remains critical from credit
perspective.

1Complete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Leveraged capital structure and below average debt coverage indicators: YHPPL's, formerly YCC capital structure
continues to remain leveraged on account of small net worth base and high reliance on external debt availed for working capital
requirements coupled with availment of various long-term loans (Vehicle loan and JCB loan), the overall gearing was at 2.83x as
on March 31, 2023 (vis-a-vis 2.63x as on March 31, 2022). However, the comfort can be drawn from the fact that out of total
debt of the firm, 65% of the debt in form of unsecured loan from related parties and are interest free in nature. Further, YHPPL
has acquired YCC w.e.f. Oct 16, 2023, wherein equity share capital of the company stood at Rs. 2.89 crore as Jan 31, 2024,
and company has increased unsecured loan from Rs. 20.10 crore as on March 31,2023 to Rs. 26.53 crore as on Jan 31, 2024,
whereby capital structure of the company continues to remain leveraged. The debt coverage indicators, continues to remain
weak with total debt/GCA at 11.62 times in FY23 (vis-a-vis 9.56 times in FY22). Interest coverage ratio also deteriorated
marginally to 1.94x in FY23 (2.78x in FY22).

Working capital intensive nature of operations: The operations remain working capital intensive as reflected by
its high gross current assets (GCA), estimated at around 217 days for FY23 majorly due to funds being utilised for credit given
to clients of around 118 days. Since the company’s primary customers are Gujarat Water Supply and Sewerage Board (GWSSB)
and due to procedural delays, the realization of debtors is slow resulting in a high collection period. Also, the long receivable
period includes the retention money on various projects, further increasing the receivable period. Further, the creditors period
remained in the range of 60-100 days from its suppliers lead to increase in working capital cycle from 11 days in FY22 to 24
days in FY23.

Key rating Strength:
Long track record of operations of the firm coupled with extensive experience of the promoters in water waste

management industry: YHPPL, formerly YCC was started as a proprietorship concern by Mr. Sandip Sinh N. Gohil in the year
2000. Further, YHPPL has acquired YCC w.e.f. Oct 16, 2023 with Mr. Yashpalsinh Nirubha Gohil and Mr. Girvansinh Velubha
Gohil as its directors. The promoters experience of over a decade in the water equipment and sewage equipment installation
business, their strong understanding of market dynamics and healthy relationships with suppliers and customers, will continue
to support the business risk profile.

Growing scale of operations: YHPPL, formerly YCC has consistently achieved revenue of over Rs. 100 crores in past three
years ended on FY23. However, the total operating income (TOI) of the company declined significantly by 30% in FY23 and
stood at 129.69 crore in FY23 (vis-a-vis Rs. 185 crore in FY22) owing to lower execution of orders. Further, in 10MFY24 the
company has reported a TOI of Rs.91.76 crore (Including TOI of Rs.57 crore in YCC up to October 16, 2023).. Going forward,
the revenue of the company is expected to remain largely stable on the back of the progress in projects YTDFY24.

Healthy order book position: YHPPL, formerly YCC had an outstanding order book of Rs.428 crore as on December 01, 2023
which is 3.31 times of billing in FY23. Further, out of the total order, orders amounting to Rs. 60 crore are to be executed in
FY24 which provides revenue visibility in the medium term.

Liquidity Position: Stretched

The liquidity position of the company remained stretched as indicated by low free cash and bank balance of Rs.0.08 crore as on
March 31, 2023.Besides, the company’s operation in the construction segment which inherently has high working capital
intensity primarily due to funding requirement towards the security deposits, margin money for the non-fund-based facilities,
receivables and inventory. The utilization of fund based limit remain almost full and the company’s bank guarantee facilities are
utilised to the extent of 80%.

Applicable criteria

Policy on default recognition

Financial Ratios — Non financial Sector

Liguidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch

Short Term Instruments

Construction

About the company and industry

Industry classification

Macro Economic Indicator Sector " Industry Basic Industry
Industrials Construction Construction Civil Construction
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https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_May%202023.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/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
https://www.careratings.com/pdf/resources/Rating%20outlook%20and%20rating%20watch%20_Dec%202022(21-12-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Criteria%20for%20Short-Term%20Instruments%20-Feb%202023.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Construction%20Sector%20March%202023.pdf

Press Release Care

RATINGS

Gujarat based; Yash Construction Co. (YCC) is a proprietorship firm that was established in the year 2000 by proprietor Mr.
Sandip Singh Nirubha Gohil. The firm is presently engaged in installation of sewage treatment and water treatment works. YCC
is registered as a class AA contractor with Government of Gujarat. Thus, firm bids for tenders floated by Gujarat governments
and procures raw material i.e. cement, steel, pipes and other construction material from suppliers prescribed only by its
customers. The average tenure of a project ranges between 12 months to 36 months. The firm procures the sewage/water
treatment equipment and installs the same at client’s location. The company also provides AMC services post installation of
equipment. Further, Sandip Sinh Nirubha Gohil (proprietor) along with two more directors have formed a new company “Yash
Hydro Phoenix Project Private Limited (YHPPL)” and w.e.f. Oct 16, 2023, YHPPL has acquired YCC.

*From Oct 16, 2023 to

Brief Financials (X crore) March 31, 2022 (A) March 31, 2023 (A)

Total operating income 185.02 129.70 34.76
PBILDT 3.67 3.84 NA
PAT 2.70 2.36 NA
Overall gearing (times) 2.63 2.83 NA
Interest coverage (times) 2.78 1.94 NA

A: Audited UA: Unaudited; Note: ‘the above results are latest financial results available’
* Yash Hydro Phoenix Project Private Limited (YHPPL) has acquired YCC w.e.f. Oct 16, 2023.

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: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Date of SELT
Maturity Size of the Assigned
Name of the Issuance Coupon .
Instrument (DD-MM- Rate (%) e (leer e ELE ) i
YYYY MM-YYYY) (X crore) Rating
)

Outlook
Fund-based - ) ) ) 10.00 CARE BB;
LT-Cash Credit ) Stable
Non-fund-

CARE BB;
based - LT/ ST- - - - 40.00 Stable / CARE
Bank

A4
Guarantee
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Annexure-2: Rating history for the last three years

Current Ratings Rating History
vame ot e 0 250 [0 T30
Instrument/Bank Amount . . N .
Faciliti e Outstandin Ratin Rating(s) Rating(s) | Rating(s) Rating(s)
acilities ypP (X crore) 9 9 assigned assigned | assigned assigned
in 2023- in 2022- in 2021- in 2020-
pl1p 2} 2023 2022 2021
Non-fund-based - SQRE
1 LT/ ST-Bank | LT/ST* 40.00 !
Guarantee Stable /
CARE A4
CARE
v I I
Stable

*Long term/Short term.
Annexure-3: Detailed explanation of covenants of the rated instruments/facilities : Not Applicable

Annexure-4: Complexity level of the various instruments rated

Sr. No. Name of the Instrument Complexity Level
1 Fund-based - LT-Cash Credit Simple
2 Non-fund-based - LT/ 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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Name: Mradul Mishra Akhil Goyal
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CARE Ratings Limited CARE Ratings Limited

Phone: 022- 6754 3590

Phone: +91-22-6754 3596 E-mail: akhil.goyal@careedge.in

E-mail: mradul.mishra@careedge.in

Relationship Contact

) Name: Manohar Annappanavar
Name: Saikat Roy

Associate Director

Senior Director CARE Ratings Limited
CARE Ratings Limited Phone: 022-6754 3436
Phone: +91-22-67543404

- ) E-mail: manohar.annappanavar@careedge.in
E-mail: saikat.roy@careedge.in

Name: Suchita Narkar

Analyst

CARE Ratings Limited

E-mail: Suchita.shirgaonkar@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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