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Facilities/Instruments Amount (₹ crore) Rating1 Rating Action 

Long Term Bank Facilities 
10.00 

 (Enhanced from 8.75) 
CARE BB-; Stable Reaffirmed 

Short Term Bank Facilities 
16.50 

 (Enhanced from 6.50) 
CARE A4 Reaffirmed 

Details of instruments/facilities in Annexure-1. 

 

Rationale and key rating drivers                  

The reaffirmation of the ratings assigned to the bank facilities of the Sudhanva Engineers And Builders (SEAB) 

continues to be constrained on account of susceptibility to volatility in raw material prices , tender based nature of 

business , working capital intensive nature of operations marked by near full utilisation of working capital utilisation 

of limits, exposure to geographical and customer concentration risk and constitution of the entity as a proprietorship 

firm with inherent risk of withdrawal of capital .The ratings ,however, derive strength from the experience of the 

promoter in the construction industry , improvement witnessed in revenues in FY25; albeit substantial decline in TOI 

in FY24 lead by lower availability of limits ,moderate profitability margins, strong orderbook position which provides 

revenue visibility for FY26 and moderate capital structure and debt coverage indicators.         

 

Rating sensitivities: Factors likely to lead to rating actions 

Positive factors   

• Increase in the firm’s scale of operations beyond Rs.60.00 crore while maintaining its operating profit margins 

at 10% above on a sustainable basis. 

• Net worth more than Rs. 12 crore and TOL/TNW< 2x 
 

Negative factors   
 

• Decline in total operating income below Rs. 35 crores 

• Any significant decline in orderbook position 

• TOL/TNW> 3x or interest coverage <2x.    
 

Analytical approach:  Standalone        
 

Outlook: Stable 
 

The ‘Stable’ outlook indicates CARE Ratings expectation that SEAB’s business profile will continue to remain steady 
supported by its strong orderbook position and the vast experience of the proprietor in the construction industry.   

 

Detailed description of key rating drivers: 

 

Key weaknesses       
 

Constitution of the entity as propreitorship firm with inherent risk of withdrawal of capital 
SEAB is constituted as a proprietorship firm wherein it is exposed to frequent withdrawal of proprietor’ capital and 

resultant erosion of the net worth resulting in lower capital base despite the firm being able to generate sufficient 
profits in the past. Furthermore, proprietorship firms have restricted access to external borrowings as credit 

worthiness of the proprietors would be key factor affecting credit decision for the lenders. 
 
  

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

http://www.careedge.in/
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 Working capital intensive nature of operations 

The firm operates in a working capital-intensive industry. The counterparty is mainly government backed entities 
wherein the payments are assured but stretched. In state owned entities, there are various claims to be filed with 

authorities and this whole process of filing and reviewing the claims takes time, leading to stretched receivables. 

Consequently, similar terms are negotiated with the creditors.  
 

Volatility in raw material prices 
The prices of the key raw materials viz., iron, cement, sand and aggregates are volatile in nature. Volatility in input 

prices also impacts the profitability margins. Moreover, the firm does not enter into any agreement with contractor 
to safeguard its margins against any increase in labour prices thus it remains susceptible to the same. Hence, any 

adverse fluctuation in the prices can adversely affect the profitability margins of the firm. 
 

Tender Based orders       

The firm receives 100% work orders from government organization. All these are tender-based, and the revenues 
are dependent on the firm’s ability to bid successfully for these tenders. Yearly, the firm participates to bid in around 

10- 12 orders, out of which 50% are successfully converted by them. Profitability margins come under pressure 
because of competitive nature of the industry. However, the promoter’s long industry experience of two decades 

mitigates this risk to some extent. Nevertheless, there are numerous fragmented & unorganized players operating 

in the segment which makes the construction space highly competitive. 
 

Client Geographical concentration  
The firm is a contractor for various clients located at Karnataka. The geographic presence of these customers is 

restricted to Karnataka reflecting geographical concentration risk. However, the entire order book is funded by state 
government which partly mitigates the counter party risk. SEAB has established strong relationships with various 

government authorities and focuses on projects floated by the government authorities in the state of Karnataka.     
 

Customer Concentration Risk 

The orders to the company are solely from Karnataka government department. The firm mainly caters to KIADB 
(Karnataka Industrial Area Development Board) and KUWSDB (Karnataka Urban Water Supply & Drainage Board) 

which exposes the firm to customer concentration risk.     

 
Key strengths   

 

Experienced promoter in similar line of business  
Mr. Sudhanva S is a civil engineer by qualification and has more than a decade of experience in the construction 

industry.SEAB offers construction of generator, wet well and DG rooms; construction of internal roads; drainage and 
water supply solutions to government by laying of underground pipelines for water supply; and building underground 

drainage system of waste water for clean environment.  

 
Decline in scale of operations in FY24 albeit improvement witnessed in FY25  and moderate 

profitability margins     
The Total Operating Income (TOI) declined by 41% from Rs. 48 crore in FY23 to Rs. 28 crore in FY24. The firm gives 

performance bank guarantees to its clients. Earlier , performance bank guarantees were released post completion of 
the contract. Now as per change in government regulations, the bank guarantees are released post maintenance 

period of 5 years after completion of the contract. This led to BGs getting stuck and due to inadequacy of BG limits 

, the firm could not execute additional contracts which led to decline in the revenues in FY24.However whatever 
contracts the firm had were executed which led to improvement in the margins. The PBILDT margin improved from 

10.92% in FY23 to 14.68% in FY24. In February-24 , the firm enhanced its limits from Rs. 6.5 crore to Rs 16.5 crore. 
This enabled the firm to execute more contacts and led to improvement in the revenues. Till YTDFY25((April 01, 

2024 to March 24, 2025), the firm has achieved revenue of ~Rs. 90 crore and has unexecuted orderbook of Rs. 186 

crore which provides revenue visibility for FY26.   
 

Moderate capital structure and debt coverage indicators  
The overall gearing deteriorated marginally and stood at 1.72x as on March 31, 2024 as compared to 1.45x as on 

March 31, 2023 on account of  increase in unsecured loans and working capital borrowings as on year end date 
.TOL/TNW stood at 2.14x as on March 31, 2024  as compared to 2.10x as on March 31, 2023 and interest coverage 

ratio declined to 1.62x in FY24 as compared to 2.24x in FY23. The overall net worth remains modest at Rs 11.57 

crore as on 31st March,2024.     
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Liquidity: Stretched    

 
SEAB’s liquidity position remains stretched with full utilization of WC limits with some instances of overutilization  

observed in few of the months in the past one year, with interest being debited at the end of the month, however, 

the same has been regularised within 1 to 4 days. . The firm had cash and bank balances worth Rs. 3 crore as on 
31st March,2024 (Rs. 8.60 crore as on 31st March,2023) SEAB has maintained current ratio above unity. Being 

dependent on single counterparty exposes it to timely collection of receivables specially with the counterparty mainly 
government backed entities, the payments are assured but stretched as there are various claims to be filed with 

authorities and this whole process of filing and reviewing the claims takes time, leading to stretched receivables.   
 

     

Applicable criteria       

Definition of Default 

Liquidity Analysis of Non-financial sector entities 

Rating Outlook and Rating Watch 

Financial Ratios – Non financial Sector 

Construction Sector 

Short Term Instruments 

 

About the company and industry     

Industry classification 

Macroeconomic indicator Sector Industry Basic industry 

Industrials Construction  Construction  Civil Construction  

 

Sudhanva Engineers and Builders (SEAB) was established in the year 2011 and is engaged in construction activities 

for public work department. The firm is based out of Bangalore, Karnataka and promoted by Mr. Sudhanva S, a civil 

engineer by qualification. SEAB offers construction of generator, wet well and DG rooms; drainage and water supply 

solutions to government by laying of underground pipelines for water supply; and building underground drainage 

system of waste water for clean environment. The 3 CARE Ratings Ltd. firm mainly caters to KIADB (Karnataka 

Industrial Area Development Board) and KUWSDB (Karnataka Urban Water Supply & Drainage Board) and does 

subcontracting as well.      

 

Brief Financials (₹ crore) March 31, 2023 (A) March 31, 2024 (A) H1FY25(UA) 

Total operating income 47.63 27.71 55.49 

PBILDT 5.20 4.07 6.13 

PAT 2.94 1.87 4.78 

Overall gearing (times) 1.45 1.72 NA 

Interest coverage (times) 2.24 1.62 5.06 

A: Audited UA: Unaudited NA:Not Available ; Note: these are latest available financial results 

Status of non-cooperation with previous CRA:  Not Applicable     

 

Any other information: Not Applicable  

 

Rating history for last three years: Annexure-2    

 
Detailed explanation of covenants of rated instrument / facility: Annexure-3 

 
Complexity level of instruments rated: Annexure-4 

https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_Jan%202025.pdf
https://www.careratings.com/upload/pdf/get-rated/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20Entities%20-%20Sept%202024.pdf
https://www.careratings.com/upload/pdf/get-rated/Assigning%20Outlook%20or%20Rating%20Watch%20to%20Credit%20Ratings.pdf
https://www.careratings.com/upload/pdf/get-rated/Financial_Ratios_Non_Financial_Sector_March_2025.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology%20-%20Construction%20Sectohttps:/www.careratings.com/upload/pdf/get-rated/Criteria_Rating_Methodology_Construction_Sector_March_2025.pdfr%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating_of_Short_Term_Instruments_Feb_2025.pdf
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Lender details: Annexure-5    

 

Annexure-1: Details of instruments/facilities     

Name of the 

Instrument 
ISIN 

Date of 

Issuance 

(DD-MM-

YYYY) 

Coupon 

Rate (%) 

Maturity 

Date (DD-

MM-YYYY) 

Size of the 

Issue 

(₹ crore) 

Rating 

Assigned and 

Rating 

Outlook 

Fund-based - 

LT-Cash Credit 
 - - - 9.75 

CARE BB-; 

Stable 

Fund-based - 

LT-Term Loan 
 - - 31-01-2025 0.25 

CARE BB-; 

Stable 

Non-fund-

based - ST-

Bank 

Guarantee 

 - - - 16.50 CARE A4 
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Annexure-2: Rating history for 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-

Cash Credit 
LT 9.75 

CARE 

BB-; 

Stable 

- 

1)CARE 

BB-; 

Stable  

(05-Feb-

24) 

 

2)CARE 

BB-; 

Stable  

(05-Apr-

23) 

- 

1)CARE 

BB-; 

Stable  

(19-Jan-

22) 

2 
Non-fund-based - 

ST-Bank Guarantee 
ST 16.50 CARE A4 - 

1)CARE 

A4  

(05-Feb-

24) 

 

2)CARE 

A4  

(05-Apr-

23) 

- 

1)CARE 

A4  

(19-Jan-

22) 

3 
Fund-based - LT-

Term Loan 
LT 0.25 

CARE 

BB-; 

Stable 

- 

1)CARE 

BB-; 

Stable  

(05-Feb-

24) 

 

2)CARE 

BB-; 

Stable  

(05-Apr-

23) 

- 

1)CARE 

BB-; 

Stable  

(19-Jan-

22) 

 

LT: Long term; ST: Short term; LT/ST: Long term/Short term 

 

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

Annexure-4: Complexity level of instruments rated 

Sr. No. 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 
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Annexure-5: Lender details 

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

 

 

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity. 

Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications. 

 

 

 

  

https://www.careratings.com/bank-rated?Id=aMvefDLw3xV804ehw4lYTw==
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Contact us      

 

Media Contact      
   
Mradul Mishra 
Director 
CARE Ratings Limited 
Phone: +91-22-6754 3596 
E-mail: mradul.mishra@careedge.in 
 
Relationship Contact  
 
Saikat Roy 
Senior Director    
CARE Ratings Limited 
Phone: 912267543404 
E-mail: saikat.roy@careedge.in 
 
 

 
 
 
 
 

Analytical Contacts 
 
Karthik Raj K    
Director   
CARE Ratings Limited 
Phone: 91-80- 4662 5555 
E-mail: karthik.raj@careedge.in 
 
Manohar S Annappanavar 
Associate Director 
CARE Ratings Limited 
Phone: 912267543436 
E-mail: manohar.annappanavar@careedge.in 
 
Arnav Navarange 
Analyst   
CARE Ratings Limited 

E-mail: Arnav.Navarange@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 detailed Rationale Report and subscription information,  

please visit www.careedge.in 
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http://www.careedge.in/

