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Facilities/Instruments Amount (X crore) Rating! Rating Action

Long Term Bank Facilities 2.00 CARE BB; Stable Assigned

Long Term / Short Term Bank Facilities 34.00 CARE BB; Stable / CARE A4 Assigned

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The ratings assigned to the bank facilities of Raj Construction are constrained by the firm’s presence in highly competitive industry
with dependence on government on work orders, exposure to fluctuations in raw material prices and revenue concentration risk.
The ratings also take into consideration the constitution of the entity being in a partnership firm, the firm’s modest scale of
operations, the low net-worth base of the firm and high dependence on external funds for managing its working capital
requirements. However, the ratings draw comfort from the experienced partners, marginal improvement in profitability margins
and its average financial risk profile marked by stretched liquidity position of the firm.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

e Increase in scale of operations marked by total operating income of Rs. 125 crores with a PBILDT margin of above 10% on
a sustained basis.
e  Growth in its order book position and timely execution of the same.

Negative factors

e Deterioration of liquidity position owing to delay in payment from government departments leading to an operating cycle of
85 days.

e Decrease in scale of operations marked by total operating income below Rs. 55 crores with a PBILDT margin below 7% on a
sustained basis.

Analytical approach: Standalone

Outlook: Stable
CARE Ratings believes that the entity shall benefit from the experience of its promoters as well as through its diversified range
of product offerings.

Detailed description of the key rating drivers:

Key weaknesses
Highly competitive industry with dependence on government for work orders:

Raj Construction operates in a highly competitive construction industry wherein it faces direct competition from various market
players given the low barriers to entry. The firm is dependent on contracts from PWD departments, which often leads to project
delays due to compliance requirements. Additionally, public agencies face budget constraints that can delay fund disbursement.
Changes in administration and project specifications further disrupt project continuity due to standardized procedures and
stringent regulations. The firm has an unexecuted order book of Rs. 153.34 crore which is ~2.45x of the total operating income
for FY24 (refers to period April 1 to March 31).

Exposure to raw material price fluctuation risk:

The firm’s raw materials, including steel and cement sourced from local vendors, are subject to price volatility, which can adversely
impact profitability. This risk is exacerbated by the absence of a price escalation clause, meaning the firm cannot adjust its prices
in response to rising input costs. Consequently, any fluctuations in raw material prices could lead to increased expenses without
corresponding revenue adjustments, thereby affecting the firm’s financial stability and profitability.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Modest scale of operation and revenue concentration risk:

The firm is a small regional player in the highly competitive industry with moderate scale of operations, primarily focuses on
executing the balance work contracts. However, the ability of the firm to scale up to larger-sized contracts having better operating
margins is constrained by its comparatively low capital base of Rs. 25.45 crores as on March 31, 2024. Also, the moderate scale
of operations limits the pricing power and restricts the firm from benefiting through economies of scale. The total operating
income of the firm is envisaged to increase in FY25 based on execution of projects out of total work in hand.

Partnership nature of constitution with inherent risk of withdrawal of capital:

Raj Construction operates as a partnership firm, which inherently carries the risk of capital withdrawal by partners during personal
contingencies, potentially eroding the capital base and adversely affecting the capital structure. It is witnessed that each partner
has withdrawn the capital of Rs. 0.14 crores as on March 31, 2024.

Key strengths

Marginal improvement in profitability margins:

In terms of profitability, Raj Construction witnessed marginal improvement in PBILDT to 8.18% in FY24 due to technical
qualifications to bid as the main contractor. The firm has also realized revenue of ~Rs. 9 crores, with PBILDT margin of 16.54%
in Q1FY25 (refers to period April 1 to June 30) which was primarily impacted owing to general elections and heatwave in Northern
part of India.

Average financial risk profile:

The overall gearing of the firm stood moderate at 0.63x as on March 31, 2024 (PY: 0.31x) due to an increase in debt level to
meet working capital requirements to support the growth in scale of operations of the firm. Higher debt also resulted in moderation
in TOL/TNW (Total Outside Liabilities/ Total Net Worth) ratio of the firm from 0.84x as on March 31, 2023, to 1.53x as on March
31, 2024. However, the interest coverage ratio of the firm improved slightly to 5.35x in FY24 (PY: 4.70x), mainly due to a decline
in the interest level of the firm.

Experienced Management:

Raj Construction is managed by two partners, Mrs. Rekha Singh and Mrs. Mamta Singh, who bring nearly a decade of experience.
The management has built long-term relationships with suppliers and customers. The firm boasts a strong, experienced team of
engineers and support personnel, including technicians and skilled workers, capable of planning, designing, supervising, and
constructing to meet clients’ needs.

Liquidity: Stretched

The firm'’s liquidity position remained stretched with a cash and bank balance of Rs. 43.75 crores as of March 31, 2024, due to
payments received in the latter half of March 2024. Expected gross cash accruals are Rs. 4-5 crores against debt repayment
obligations of Rs. 1-2 crores. The current and quick ratios moderated to 1.59x and 1.53x, respectively, for FY24. Also, the working
capital utilization remains fully utilized due to the capital-intensive nature of operations.

Assumptions/Covenants: Not Applicable

Environment, social, and governance (ESG) risks: Not Applicable

Applicable criteria
Definition of Default
Liguidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Financial Ratios — Non financial Sector
Construction
Short Term Instruments
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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
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About the company and industry

Industry classification

Macro Economic Indicator \ Sector Industry Basic Industry
Industrials Construction Construction Civil Construction

Established in April 2010, Raj Construction is a partnership firm engaged in civil infrastructure projects, with its registered office
in Sultanpur, Uttar Pradesh. The firm is being promoted by Mrs. Rekha Singh and Mrs. Mamta Singh, each holding an equal stake
in the firm. The firm is majorly in road project as a contractor and sub-contractor having expertise in the field of different works
like Building and Bridge Construction.

Brief Financials (X crore)  March 31, 2023 (A) March 31, 2024 (UA) | Q1FY25 (UA)

Total operating income 75.21 62.54 8.95
PBILDT 5.82 5.11 1.48
PAT 2.76 2.29 1.92
Overall gearing (times) 0.31 0.63 NA
Interest coverage (times) 4.70 5.35 NA

A: Audited; UA: Unaudited; NA: Not available; Note: ‘the above results are latest financial results available’

Status of non-cooperation with previous CRA: CRISIL has moved the ratings to the bank facilities of Raj Construction to
the ‘issuer not-cooperating’ category vide press release dated January 31, 2024, on account of its inability to carryout review in
the absence of requisite information from the firm.

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

Name of the Date of I Maturity SR Rating Assigned along
ISIN Rate the Issue - -
Instrument Issuance Date with Rating Outlook
(%) (% crore)
Fund-based - LT-Term Loan - - - J""zrz)‘galry 2.00 CARE BB; Stable
[#;gbased/ Non-fund-based- - - - - 34.00 CARE BB; Stable / CARE A4

Annexure-2: Rating history for the last three years
Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)

Name of the and and and and
Amount

Instrument/Bank Rating(s) Rating(s) Rating(s) | Rating(s)

Type Outstanding Rating

Facilities
(X crore)

assigned assigned assigned | assigned
in 2024- in 2023- in 2022- | in 2021-

2025 2024 2023 2022

Fund-based/Non- CARE BB; Stable

1 fund-based-LT/ST LT/sT 34.00 / CARE A4

o | Fund-based-LT- LT 2.00 CARE BB; Stable - - - -
Term Loan

LT: Long term; LT/ST: Long term/Short term
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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-Term Loan Simple
2 Fund-based/Non-fund-based-LT/ST 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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Mradul Mishra Sajan Goyal
Director Director
CARE Ratings Limited CARE Ratings Limited
Phone: +91-22-6754 3596 Phone: 91-120-4452000
E-mail: mradul.mishra@careedge.in E-mail: sajan.goyal@careedge.in
Relationship Contact Rajan Sukhija

Assistant Director
Ankur Sachdeva CARE Ratings Limited
Senior Director Phone: 91-120-4452000
CARE Ratings Limited E-mail: Rajan.Sukhija@careedge.in
Phone: 91 22 6754 3444
E-mail: Ankur.sachdeva@careedge.in Srishti Jain

Rating Analyst

CARE Ratings Limited

E-mail: Srishti.jain@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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