
 

1 CARE Ratings Ltd. 

 

Press Release  

 
J M Constructions Company 

July 17, 2024 

 

Facilities/Instruments Amount (₹ crore) Rating1 Rating Action 

Long Term Bank Facilities 14.00 CARE B+; Stable Assigned 

Short Term Bank Facilities 16.00 CARE A4 Assigned 

Details of facilities in Annexure-1. 

 

Rationale and key rating drivers 

The ratings assigned to the bank facilities of J M Constructions Company (JMCC) is tempered on account of small scale of 

operations along with exposure to geographical concentration risk with profitability margins susceptible to fluctuation in raw 

material prices, moderate financial risk profile and elongated operating cycle resulting into stretched liquidity.  

 
The rating is also constrained by tender-based nature of operations in intensely competitive construction industry and constitution 

of the entity as proprietorship firm with inherent risk of capital withdrawal. 

 
The rating, however, positively factor in experienced partners with proven track record in civil construction. The rating also takes 

note of moderate order book position of the firm; albeit with slow execution, indicating an orderbook to sales ratio of 5x thus 

providing revenue visibility in the near to medium term. In addition, the firm has been adding some new government clients 

where the budgetary allocation is in place and the execution is expected to improve. 

 

Rating sensitivities: Factors likely to lead to rating actions 

Positive factors 

• Improvement in the scale of operations beyond Rs.75 crore while maintaining PBILDT margin of above 8%. 

• Improvement in orders with improved execution resulting in improved cash accruals 

• Timely realisation of receivables resulting reduced working capital utilisation with no instances of overdrawals in its CC 

account on a sustained basis. 

• Improvement in operating cycle translating in to improved liquidity position of the firm. 

 
Negative factors  
 

• Significant delay in realisation of receivables from the government department thereby impacting the liquidity position 

of the firm. 

• Withdrawal of the capital leading to overall gearing to more than 2.5x.  

• Significant decline in the scale of operations or lower profitability translating in weakening of cash accruals. 

 

Analytical approach: Standalone  

 

Outlook: Stable 

 
The ‘Stable’ outlook reflects CARE Ratings Limited’s (CARE Ratings’) expectation of the firm being able to improve its work order 

execution on the back of higher proportion of orders from newly added government clients with adequate budgetary allocation in 

place. 
 

 

 

 

 

 
1Complete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications  

http://www.careedge.in/
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Detailed description of the key rating drivers: 

Key weaknesses 

 
Small scale of operations along with exposure to geographical concentration risk with profitability margins 
susceptible to fluctuation in raw material prices 
The scale of operation of the firm continued to remain small, with firm reporting a revenue of Rs. 43.86 crores in FY24 (Prov); 

(PY: Rs. 45.08 crores). The scale of operations has remained in the range of Rs.35 crore to Rs.53 crore over last five years. The 

small scale of operations is mainly attributable to slower execution of orders, especially the order from slum board. However, on 

the back of higher proportion of new orders where the budgetary allocation is in place, the execution is expected improve, 

accordingly the firm is expected to report a TOI of about Rs.50 crore in FY25. 

This apart, the firm is highly exposed to geographical concentration as, the order book is highly concentrated with most of its 

orders from a single state of Karnataka and are restricted to Bidar District of Karnataka. Hence, any change in the state’s policy 

towards the construction sector (e.g., changes in budget allocation for infrastructure projects) might affect adversely to the 

fortunes of firms such as JMCC.  

The basic input materials for execution of contracts are steel, bitumen and cement, the prices of which are highly volatile. Hence, 

the operating margin of the firm is exposed to any sudden spurt in the input material prices along with increase in labour prices 

being in labour intensive industry. The absence of price escalation clause primarily in the orders from slum board which constituted 

about 70% of the orders had resulted in fluctuation in PBILDT margins.  However, going forward on the back of higher portion 

of new orders where majority of the orders have a price adjustment clause the PBILDT margins are expected to improve. 

 
Moderate financial risk profile 
Capital structure of the firm slightly improved, though remained moderate marked by overall gearing of 1.29x as on March 31, 

2024, when compared to 1.88x as on March 31, 2023. TOL/TNW also slightly improved to 2.34x as on March 31, 2024, when 

compared to 2.71x as on March 31, 2023, on account of increase in net worth backed accretion of profits. The other debt coverage 

indicators also stood moderate with total debt to EBIDTA and total debt to GCA at 5.48x and 11.97x in FY24 (Prov) when compared 

to 7.07x and 12.73x in FY23 (A) respectively. Interest coverage of the firm has slightly moderated to 1.68x in FY24 (Prov) (PY: 

1.94x) because of increase in interest cost backed by high utilisation working capital limits. 

 

Elongated operating cycle & stretched liquidity 
The operating cycle of the firm remained elongated for the last three financial years and stood at 269 days in FY24 (Prov) when 

compared to 264 days in FY23 (A) and 275 days in FY22 (A). The elongation in operating cycle was on account of elongated 

inventory days and receivable days. Slow execution has led to delay in billing and collection of its receivables from the government 

clients. The delays in receivables over past couple of years is mainly attributable to changes/instability in the government. The 

delay in receivable has further impacted the pace of execution resulting in increased inventory days to over 257 days in FY24 

(Prov) (PY: 227 days). On account of above-discussed reasons the liquidity position of the firm remains stretched resulting into 

high dependency on working capital utilisation. 

 

Tender-based nature of operations in intensely competitive construction industry 

The construction industry is fragmented in nature with a large number of small and medium scale players present at the regional 

level coupled with the tender driven nature of the construction contracts leading to aggressive bidding in order to bag orders; 

thus, intensifying competition which puts pressure on the profitability margins of the players. Hence, the business prospects are 

dependent on periods when the government doles out tender, due to which the business volume remains high in the years when 

there are more government tenders and vice versa. 

 
Constitution of the entity as proprietorship firm with inherent risk of capital withdrawal 
Constitution as a proprietorship firm has the inherent risk of possibility of withdrawal of the capital at the time of personal 

contingency which will affect its capital structure. Moreover, proprietorship firms have restricted access to external borrowing 

which limits their growth opportunities to some extent. However, there has been no instances of capital withdrawal and on 

contrary, the promoters have infused capital of Rs. 1.98 crores during FY24 (Prov.)  

 
 
Key strengths 
 
Experienced partners with proven track record in civil construction. 
The firm is presently managed by Mr. Mohammed Javeed Ahmed. Mr. Ahmed holds experience in construction industry for nearly 

fifteen years. He looks after the overall day-to-day activities of the firm. Further, the long-standing presence of promoters in the 

construction industry, enabled them to establish a long-term relationship with their customers and suppliers. 
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Moderate order book position of the firm albeit slow execution 
As on July 04, 2024, the firm had total unexecuted order book position of Rs.221.90 crore, indicating an orderbook to sales ratio 

of 5x thus providing revenue visibility in the near to medium term. However, it is to be noted that most of the orders were 

pertaining to orders awarded in FY19 to FY21 period. The firm executes orders primarily from government bodies such as Public 

Work Departments (PWD) Karnataka, Karnataka Housing Board (KHB), Karnataka Slum Board (KSB), Karnataka Urban Water 

Supply and Drainage Board (KUWSDB), Rural Drinking Water and Sanitation Department (RDWSD), construction works for various 

municipalities, and works of urban and industrial departments (UIDD). This apart the firm has also signed LOA of new work orders 

amounting to Rs. 21.14 crore from Director of Municipal Admin (DMA). 

 

Liquidity: Stretched  
Liquidity position remained stretched marked by high utilization of its working capital limits. The average utilization of fund based 

working capital stood at 96.41% for last twelve months ended June 30, 2024. There were some instances of overdrawals in CC 

account, however, the same was regularised within 8-10 days. The firm had a low unencumbered cash and balance of Rs. 0.10 

crore as on March 31, 2024. The operating capital cycle stood at 269 days in FY24 (Prov.) (PY: 264 days). The firm’s current ratio 

stood at 1.36x but its quick ratio remained below unity at 0.59x as on March 31, 2024. The firm is expected to generate gross 

cash accruals of around Rs. 2 crores against the debt obligations of Rs. 0.17 crore pertaining to GECL loan. Thus, its cash accruals 

are expected to remain adequate to meet its debt repayment obligations. 

 

Applicable criteria 

Definition of Default 

Liquidity Analysis of Non-financial sector entities 

Rating Outlook and Rating Watch 

Financial Ratios – Non financial Sector 

Construction 

Short Term Instruments 

 

About the company and industry 

Industry classification 

Macro Economic 

Indicator 

Sector Industry Basic Industry 

Industrials Construction  Construction  Civil Construction  

 

J M Constructions Company (JMCC) was established as partnership firm in the year 2008 in Bidar, Karnataka. The firm is presently 

looked after by Mr. Mohammed Javeed Ahmed and is mainly engaged in construction and civil works for Public Works Department 

(PWD), Karnataka, Karnataka Housing Board (KHB), Karnataka Slum Board (KSB), Karnataka Urban Water Supply and Drainage 

Board (KUWSDB), Rural Drinking Water and Sanitation Department (RDWSD), construction works for various municipalities, and 

works of urban and industrial departments (UIDD) Etc. 

Brief Financials (₹ crore) March 31, 2023 (A) March 31, 2024 (UA) 

Total operating income 45.08 43.86 

PBILDT 3.77 4.22 

PAT 1.89 1.76 

Overall gearing (times) 1.88 1.29 

Interest coverage (times) 1.94 1.68 

A: Audited UA: Unaudited; Note: ‘the above results are latest financial results available’ 

Status of non-cooperation with previous CRA: ICRA has conducted the review on the basis of the best available information 

and has classified the JMCC as ‘Issuer Not Cooperating’ vide its press release dated July 19, 2023. 

 

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 

https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_May%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20outlook%20and%20rating%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/Rating%20Methodology%20-%20Construction%20Sector%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria%20for%20Short-Term%20Instruments%20-Feb%202023.pdf
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Complexity level of various instruments rated: Annexure-4 

 

Lender details: Annexure-5 

Annexure-1: Details of instruments/facilities   

Name of the 

Instrument 
ISIN 

Date of 

Issuance 

Coupon 

Rate (%) 

Maturity 

Date 

Size of the 

Issue 

(₹ crore) 

Rating 

Assigned 

along with 

Rating 

Outlook 

Fund-based - 

LT-Working 

Capital Limits 

 - - - 14.00 
CARE B+; 

Stable 

Non-fund-

based - ST-

Bank 

Guarantee 

 - - - 16.00 CARE A4 

 

Annexure-2: Rating history for the last three years 

Sr. No. 

Name of the 

Instrument/Bank 

Facilities 

Current Ratings  Rating History 

Type 

Amount 

Outstanding 

(₹ crore)  

Rating  

Date(s) 

and 

Rating(s) 

assigned 

in 2024-

2025 

Date(s) 

and 

Rating(s) 

assigned 

in 2023-

2024 

Date(s) 

and 

Rating(s) 

assigned 

in 2022-

2023 

Date(s) 

and 

Rating(s) 

assigned 

in 2021-

2022 

1 

Fund-based - LT-

Working Capital 

Limits 

LT 14.00 

CARE 

B+; 

Stable 

    

2 
Non-fund-based - 

ST-Bank Guarantee 
ST 16.00 CARE A4     

LT: Long term; ST: 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-Working Capital Limits Simple 

2 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. 

 

 

 

 

 

 

 

https://www.careratings.com/bank-rated?Id=+YAL5qEi9RXRC41tE1GL4Q==
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Saikat Roy 
Senior Director 
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Phone: 91 22 6754 3404 
E-mail: saikat.roy@careedge.in 
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E-mail: manohar.annappanavar@careedge.in 
 
Rajat Verma 
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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 

  

 

mailto:mradul.mishra@careedge.in
http://www.careedge.in/

