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Jaidhar Constructions
April 08, 2019
Rating

CARE BB-; Stable

Long-term Bank Facilities 5.59 (Double B Minus, Outlook:Stable) Assigned

Short-term Bank Facilities 0.80 CARE A4 Assigned
(A Four)

Total 6.39

(Rupees Six Crore and Thirty
Nine lakhs only)

Details of facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The rating assigned to the bank facilities of Jaidhar Constructions (JC) are primarily tempered by small scale of operation
and thin PAT margin, working capital intensive nature of operations due to elongated collection days, constitution of a
partnership concern with risk of withdrawal of capital, highly fragmented and competitive business segment due to
presence of numerous players and association of profits to the real estate industry. However, the rating derives comfort
from Long track record and experience of the managing partner in cement industry for more than two decades, growth in
total operating income and satisfactory PBILDT margin, satisfactory debt coverage indicators, moderate Capital Structure
and stable outlook of Cement Industry

Going forward, the firm ability of the firm to improve its profitability, capital structure and debt coverage indicators,
ability to improve its scale of operations, and ability to utilize its working capital requirements

Detailed description of the key rating drivers

Key Rating Weaknesses

Small scale of operation and thin PAT margin

Despite of presence of the firm for 13 years, the scale of operations of the firm remained small marked by a total
operating income (TOIl) of Rs.15.86 crore in FY18 and tangible networth of Rs. 4.48 crore as on March 31, 2018 as
compared to other peers in the industry.

The PAT margin has been declining Y-o-Y and remained thin during the review period i.e., from 1.04% in FY16 to 0.53% in
FY18 mainly on account of increase in interest expenses and depreciation provisions despite of healthy growth in
operating profit as the entity has purchased new plant & machinery and vehicles for business purpose.

Working capital intensive nature of operations due to elongated collection days

JC manufactures Ready Mix Concrete (RMC) in the two batch plants located in Medchal district and transports the same
to the construction site. The firm procures aggregates (i.e. sand, gravel etc) from local suppliers and the cement is
procured from Orient Cement and Vasavi Dutha located in and around Karimnagar, Telangana. The firm has to make
100% of advance payment for the purchase of Cement whereas 30-60 days of credit period is availed from other
suppliers. Further, the firm allows a credit period of 15-30 days to its customers, however the collection days of the firm
remained elongated during the review period as the firm extends the credit period to some of its customer to maintain
the long term relationship with its existing customers and attracting new customers. The average inventory is stocked for
around 15-20 days due to consistency constraints. Hence, the operating cycle also stood at 60 days as of FY18. The
average working capital utilization of the firm stood at 98% for the last 12 months ended February 28, 2019.

Highly fragmented and competitive business segment due to presence of numerous players and association of profits to
the real estate industry

The firm is engaged into a fragmented business segment and competitive industry. The market consists of several small to
medium-sized firms that compete with each other along with several large enterprises. There are several small sized firms
in and around Medchal District, Telangana which compete with JC.

The end product of JC finds its application in the construction industry. And hence the business risk profile of JC is directly
linked to that of the construction and real estate sector.

Constitution of a partnership concern with risk of withdrawal of capital
The firm was established as a partnership concern and the risk of withdrawal of partner’s capital prevails. There is parity
between the existence of the firm and the life of the partners.

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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Key Rating Strengths
Long track record and Experience of the managing partner in cement industry for more than two decades

JC was established in the year 2006 as a partnership firm by Mr. N Chandra Shekar Rao along with his wife Mrs. N Rukmini
Devi as partners. Mr. N Chandra Shekar Rao, the Managing partner, who manages the various departments such as HR,
Financial, Sales & Marketing etc., he is graduate by qualification, has more than two decades of experience in
construction industry as he is one of directors in “M/s. Kasinath Metals Private Limited” which is engaged in the business
of Stone Crushing Mrs. N Rukmini Devi (W/o Mr. N Chandra Shekar Rao), is also a graduate by qualification and has
experience in construction business.

Growth in total operating income and satisfactory PBILDT margin

The total operating income of the firm increased at Compounded Annual Growth Rate (CAGR) of 26.89% during FY16-
FY18. The scale of operations marked by total operating income increased from Rs.9.85 crore in FY16 to Rs.15.86 crore in
FY18 due to increase in order execution and increase in price per cubic meter along with favorable market conditions,
coupled with better production, resulted in growth in total operating income during the review period. Also, the firm has
achieved turnover of Rs.17.66 crore during 11MFY19 (April 2018- February 2019). The PBILDT margin of JC has been
fluctuating in the range of 11%-16% during the review period on account of fluctuation in other manufacturing and selling
expenses, despite of increase in scale of operations, however remained satisfactory.

Satisfactory debt coverage indicators

The debt coverage indicators marked by total debt /GCA stood comfortable at 4.54x as on March 31, 2018, however,
deteriorated from 3.68x as on March 31, 2016 on account increase in total debt levels as the firm availed new secured
loans for the purchase of construction equipment and vehicles, despite of healthy growth in cash accruals during review
period. Due to aforementioned reason, the interest coverage ratio although deteriorated from 3.57x in FY16 to 2.77x in
FY18 stood satisfactory. The Total debt/CFO stood at 2.93x on account of increase in operating profits along with
increase in sundry debtors and creditors as on closing balance sheet date.

Moderate capital structure

Financial risk profile marked by debt equity remained below unity during the review period and stood at 0.89x as on
March 31, 2018. However, the overall gearing stood modest at 1.50x as of March 31, 2018 and deteriorated from 0.64x
as on March 31, 2016. The firm has availed secured loan for the purchase of construction equipment and vehicles. Also,
with an increase in the operations, the working capital requirement also increased during FY18, which resulted in increase
in total debt.

Liquidity Analysis

The current ratio of the firm is above unity during the review period and stood at 1.01x as on March 31, 2018 due to
relatively high current assets as compared to current liabilities mainly on account high sundry debtors and closing stock.
The firm has very limited % of working capital facility to meet the liquidity requirements.

Analytical Approach : Standalone

Applicable criteria
Criteria on assigning Outlook to Credit ratings

CARE’s policy on Default Recognition

Financial Ratios — Non-Financial Sector

Rating Methodology — Manufacturing Companies
Criteria for Short Term Instruments

About the Company

Jaidhar Constructions (JC) was established as a partnership concern by Mr. N Chandra Shekar Rao along with his wife Mrs.
N Rukmini Devi in November 2006. The promoters are also the directors of “M/s. Kasinath Metals Private Limited” which
is engaged in the business of Stone Crushing. During the initial two year of operations (2006-2008) the firm is engaged in
the business of Supply of construction material. Whereas in the year 2008, upon establishment of a plant at Keesara
Mandal, the firm started manufacturing of Ready Mix Concrete (RMC) and cement Bricks which finds its application in the
construction sector. The firm has two plants located in Medchal(manufacturing of RMC and Cement Bricks) and one plant
at Bupalpally(Job work), Telangana and 44 vehicles operating for transportation of RMC to the construction site. The
customers of JC include construction companies, contractors and real estate developers. The installed capacity of JC stood
at 20,000 cubic meter per month of each plant located at Medchal District with actual production of 5000 cubic meter per
month as of March 13, 2019. PC has around 135 employees working in the batch plants. The firm sells RMC in its own
brand name, JRMC ’. JC has obtained a ISO 9001:2008 Certification and meets RMC Capability Certification from the
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Quiality council of India (QCI). The registered office of the firm is located in Secunderabad, Telangana. The firm generates
45% of the revenue through brick manufacturing and the balance 55% through Sale of RMC.

Brief Financials (Rs. crore) FY17(A) FY18(A)
Total operating income 12.75 15.86
PBILDT 2.01 2.38
PAT 0.08 0.08
Overall gearing (times) 1.38 1.50
Interest coverage (times) 2.86 2.77
A: Audited

Status of non-cooperation with previous CRA: NIL
Any other information: Not applicable
Rating History for last three years: Please refer Annexure-2

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity.
This classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome
to write to care@careratings.com for any clarifications.

Analyst Contact:
Name: Mr Manish Kumar

Tel: 040- 67937415
Mobile: +91 9949547551
Email: Manish.kumar@careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading
credit rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also
recognized as an External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of
its rightful place in the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum
of credit rating that helps the corporates to raise capital for their various requirements and assists the investors to form
an informed investment decision based on the credit risk and their own risk-return expectations. Our rating and grading
service offerings leverage our domain and analytical expertise backed by the methodologies congruent with the
international best practices.

Disclaimer

CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on information obtained
from sources believed by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or
completeness of any information and is not responsible for any errors or omissions or for the results obtained from the
use of such information. Most entities whose bank facilities/instruments are rated by CARE have paid a credit rating fee,
based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in case of
withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial
performance and other relevant factors.
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Annexure-1: Details of Instruments/Facilities

Name of the Date of |Coupon| Maturity | Size of the Rating assigned along with Rating
Instrument Issuance| Rate Date Issue Outlook
(Rs. crore)
Fund-based - LT-Term Loan - - March |[3.09 CARE BB-; Stable
2024

Fund-based - LT-Bank Overdraft - - - 2.50 CARE BB-; Stable
Non-fund-based - ST-Bank - - - 0.80 CARE A4
Guarantees

Annexure-2: Rating History of last three years

Sr. Name of the Current Ratings Rating history
No.| Instrument/Bank [Type| Amount Rating Date(s) & Date(s) & Date(s) & Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in assigned in assigned in assigned in
2018-2019 2017-2018 2016-2017 2015-2016
1. [Fund-based - LT-Term | LT 3.09 CARE - - - -
Loan BB-;
Stable
2. [Fund-based - LT-Bank | LT 2.50 CARE - - - -
Overdraft BB-;
Stable
3. Non-fund-based - ST- | ST 0.80 CARE A4 - - - -
Bank Guarantees
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CONTACT
Head Office Mumbai

Mr. Ankur Sachdeva
Cell: + 91 98196 98985
E-mail: ankur.sachdeva@careratings.com

Mr. Saikat Roy
Cell: + 91 98209 98779
E-mail: saikat.roy@careratings.com

CARE Ratings Limited
(Formerly known as Credit Analysis & Research Ltd.)
Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022
Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD

Mr. Deepak Prajapati

32, Titanium, Prahaladnagar Corporate Road,
tellite, Ahmedabad - 380 015

Cell: +91-9099028864

Tel: +91-79-4026 5656

E-mail: deepak.prajapati@careratings.com

BENGALURU

Mr. V Pradeep Kumar

Unit No. 1101-1102, 11th Floor, Prestige Meridian I,
No. 30, M.G. Road, Bangalore - 560 001.

Cell: +91 98407 54521

Tel: +91-80-4115 0445, 4165 4529

Email: pradeep.kumar@careratings.com

CHANDIGARH

Mr. Anand Jha

SCF No. 54-55,

First Floor, Phase 11,

Sector 65, Mohali - 160062
Chandigarh

Cell: 491 85111-53511/99251-42264
Tel: +91- 0172-490-4000/01

Email: anand.jha@careratings.com

CHENNAI

Mr. V Pradeep Kumar

Unit No. 0-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600 002.
Cell: +91 98407 54521

Tel: +91-44-2849 7812 / 0811

Email: pradeep.kumar@careratings.com

COIMBATORE
Mr. V Pradeep Kumar
T-3, 3rd Floor, Manchester Square

Puliakulam Road, Coimbatore - 641 037.
Tel: +91-422-4332399 / 4502399
Email: pradeep.kumar@careratings.com

HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
Hyderabad - 500 029.

Cell : + 91 90520 00521

Tel: +91-40-4010 2030

E-mail: ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni

304, PashupatiAkshatHeights, Plot No. D-91,
Madho Singh Road, NearCollectorateCircle,
Bani Park, Jaipur - 302 016.

Cell: +91 — 95490 33222

Tel: +91-141-402 0213 / 14

E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. PritiAgarwal

3rd Floor, Prasad Chambers, (Shagun Mall Bldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell: +91-98319 67110

Tel: +91-33- 4018 1600

E-mail: priti.agarwal@careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
Jhandewalan Extension, New Delhi - 110 055.
Cell: +91-98117 45677

Tel: +91-11-4533 3200

E-mail: swati.agrawal @careratings.com

PUNE

Mr.Pratim Banerjee

9th Floor, Pride KumarSenate,

Plot No. 970, Bhamburda, SenapatiBapat Road,
ShivajiNagar, Pune - 411 015.

Cell: +91-98361 07331

Tel: +91-20- 4000 9000
E-mail:pratim.banerjee@careratings.com
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