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Annexure I

Rating Rationale

Mahendra Realtors and Infrastructure Private Limited

Rating Rationale ';t

The ratings assigned to the bank facilities of Mohendra Realtors and lnfrastructure Private

Limited (MRIPL) derive strength from the estoblished trock record of operotion ond experienced

promoters and reputed clientele base. The rotings ore olso strengthened by moderote order

book position, moderate profit morgin, comfonoble copital itrudure and debt-coveroge

indicators and heolthy liquidity position.

The rotings, however, are constrained by modest scole of operotions, working capital intensive

noture of business, risk of delay in project execution coupled with geogrophicol concentration

risk, exposure to risks inherent in tender-bosed business ond presence in a highly competitive

a nd f ro g me nted i nfrostructu re i nd ustry.

The obitity of MRIPL to increose its scole of operation ond profitobility, effective monagement of

working capitol, regular and timely execution of contracts without ony cost overrun ond

geographical & sectoriol diversification of the orders are the key rating sensitivities.

Analytical approach: Sta ndalone

lComplete definition of the ratings ossigned are availoble at www.carerotinqs.com and other CARE publications'

CARE BBB-; Stable
B Minus; Outlook: Stable

Long-term Bank

Facilities
Short-term Bank

Facilities
Proposed Short-
term Bank Facilities
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Applicable Criteria

Financial ratios - Non-Financial Sector

Short Term lnstruments

Background

lncorporate d in 2O07, Mahendra Realtors and Infrastructure Private Limited (MRIPL) (erstwhile

operated as a proprietorship firm in the name of M/s. Mahindra Sanitation" till 1980), by Mr.

Bhavesh Shah & Mr. Himanshu Shah. MRIPL is engaged in the business of providing major

structural rehabilitation, retrofitting, interior, painting work and other related services,

The company primarily undertakes contracts for BOT projects, specialized structural repair,

restoration, water proofing treatmdfit, plumbing, painting and interior works etc. and caters to

the public Works Department, Banks and Municipal Councils etc. across lndia where it receives

contracts through tender bidding process. MRIPL procures key raw materials namely cement,

ready mix concrete, steel and plumbing material, etc. from its group companies.

Credit Risk Assessment

Estahtished track record of operation and experienced promoters

The promoters, Mr. Himanshu Shah and Mr. Bhavesh Shah have over two decades of

experience in the said line of business. On account of long track record of operations and

experience of the promoters, the company has gained reputation and has established good

relationships with their customers and suppliers. Moreover MRIPL has experienced and

qualified second line of management to undertake day to day business activities'

Reputed clientele base

over the years of its operations the promoters have developed established relations with

various reputed customers in the government & private sector and in the light of satisfactory

,,work and long-standing relationship, MRIPL has managed to secure continuous orders from
n\t
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them; thereby the counter-party risk gets mitigated to an extent on the back of healthy credit

orofile of the said customers.

Moderate 6rder book position olbeit concentrated

As on June 21, 2018, MRIPL had moderate order position of Rs.67.97 crore (1.34x of the total

income of FYIS). The order book is primarily concentrated towards one client (CIDCO) which

forms around 66.5I% of its order book.

Moreover, given the nature of business, MRIPL continues to be exposed to inherent risks

associated with execution of construction projects. The timely completion of the projects would

be critical from the credit perspective. The ability of MRIPL to diversify its order book across

segments and clients would be critical from credit perspective going forward'

Modest scale of operations "i?

MRIpL's scale of operation has reflected fluctuating trend during the FY15-18 on account of

variation in sales realization owing to intense competition and fluctuation in material prices

which could not be passed on to its customers. However, the total operating income grew by

22.36% to Rs.50.89 crore in FY18 (prov.) (vis-ir-vis Rs,41.59 crore in FY17) on account of higher

number of contracts being executed. Further for 2MFY19 (period refers from April 01, 2018 to

May 31, 2018) MRIPL posted total income of approx. Rs.21.00 crore. Despite the growth in the

scale of operation, it stood modest which limits the ability of MRIPL to avail high value orders'

Moderqte profit morgin

MRIpl's operating margin reflected growing trend during the period FY15-18 primarily due to

execution of higher margin projects and better management of cost of project. Further PBILDT

margin has marginally improved by 54 bps from 8.38% in FY17 to8.92% in FY18 (prov.) due to

decrease in selling expenses by Rs.0.90 crore (from Rs.1,01 crore in FY17 to Rs.O.11 crore in

FY18 (prov)).

The PAT margin also remains moderate in the range of 3% to 5% during the period FYt5-18

, primarilv on account of lower interest cost on account of lower utilization of working capital

{J
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limits by the company. However, the same has improved significantly by 191 bps from 2.85% in

Fy17 to 4.76% in FY18 (prov.) in line with improvement in PBILDT margin. Many of the orders of

MRIpL do not have price escalation clause exposing its margins to fluctuation in raw material

prices, as the prices of steel and cement are very volatile and any delay in execution of the

projects can have a negative impact on margins. MRIPL manages the prices fluctuations to an

extent by the incorporation of expected variation in bidding price itself.

Comlortoble copital structure ond debt coveroge indicotors

MRIpL's capital structure and debt coverage indicators have remained comfortable over the

years (Fy15-17). Further the same has improved with overall gearing of 0.43x as on March 31,

201g (provisional) (vis-i-vis 1.04x as on March 3I, 2OL7l on account of accretion of profits to

reserves coupled with repaymenf of unsecured loans and lower utilization of the working

capital limit as on balance sheet date.

Owing to above coupled with improvement in the cash accruals (which grew by 82% in FY18

(prov.) ,the debt service coverage indicators also improved and stood comfortable marked by

interest coverage ratio of 7.29 times and total debt to GCA at 1.82 times during FY18 (Prov.)

(vis-d-vis 5.53 times and 6.27 times respectively for FY17).

Furthermore, comfort can be drawn from the fact that out of the total debt outstanding as on

March g!, ZOt8 around 37% of the debt is in form of unsecured loan from promoters which

does not have any fixed repayment schedule'

working capitol intensive noture o! business oia"it heolthy liquidity

MRIpL operates in a business which is highly working capital intensive. The company

undertakes civil construction activities and procures orders through tender bidding process and

after receiving orders it has to pay earnest money deposit (EMD) in the range of 5-t0% of

contract value. Also the company needs to give bank guarantee and thereby maintained

sufficient margin money against it. Further revenue is booked on percentage completion basis

based on work duly certified by its government authorities, for which the payment is received

within 30 davs. On the other hand the company enjoys higher credit period from the suppliers

0\v
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since majority of its supplier are group companies. Owing to this the operating cycle of the

company remained negative 20 days in FY18 (Provisional) as against 7 days in FY17. Moreover,

the average bank limit utilization stood comfortable at -30 percent for the last twelve months

ended May, 2018.

The operations are moderately working capital intensive in nature and net working capital as a

% of capital employed was L3.61 percent as on March 31, 2018 (Prov), while cash flow from

operating activities stood positive during the same year. However the liquidity position is

comfortable in the form of the unutilized working capital limit and free cash & bank balance

amounting to Rs.8.22 crore as on March 31, 2018 (prov.) (vis-i-vis Rs.9.57 crore as on March

3L,20171'.

Risk ol deloy in project execution coupled with geographicol concentrotion risk

As MRIPL is totally dependent '& no* of orders from government, steady flow & timely

execution acquires greater importance, especially in view of the stringent rules involved in

government contracts. Further, as MRIPL's contracts are majorlyfixed price contracts, any delay

in execution of the projects may result in escalation in costs which the company might not be

able to pass on due to lack of price escalation clause in the contracts and which may affects its

profitability. MRIPL's business is also susceptible to financial loss arising out of delay in project

execution, as generally penalty clause exists for delay in execution of construction projects

involving liquidated damages, etc. MRIPL is a Maharashtra based company having its operations

only in the state of Maharashtra. As such the company is also exposed to geographical

concentration risk.

Exposure to risks inherent in tender-based business

Since majority of revenue is tender-driven, income depends on ability to bid successfully.

Furthermore, a tender-based business model restricts pricing power and hence profitability.

This is compounded by intense competition that the company faces from large as well as small

players.
nu
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Presence in a highly competitive and fragmented infrastructure industry

The company is engaged as a civil contractor and is exposed to intense competition in the

industry. The infrastructure construction industry is highly fragmented with the presence of a

large number of medium to large scale players. The completion in the sector has further

intensified with the entry of new players in the sector as reflected by an increasing number of

bidders for the projects. Aggressive bidding, interest rate risk coupled with the tender driven

nature of construction contracts poses huge competition and puts pressure on the profitability

of the players.

Prospecf;s

Going forward MRIPL's ability to successfully execute work orders in a timely manner and

diversify into various geographies,lBlong with widening of client base remains would be critical

the credit prospects.
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Financial Performance

For the period ended / as on March 31,

Net Sales

Total Operating Income
PBILDT

I nterest
PBT

PAT (after deferred tax)
Gross Cash Accruals
Financial Position
Equity Share Capital
Tangible Net-worth
Total Capital Employed
Kev Ratios
Growth
Grc.wth in TotalOperating tncome (%f
Growth in PAT (%)

Profitability
PBILDT/Total Op, income (%)

PAT / Total Op. income (%)

ROCE (%)

Solvency
Long-term Debt Equity Ratio (times)
Overall Gearing Ratio including creditors on LC (times)
Interest Coverage Ratio (times)
Term Debt/Gross Cash Accruals (years)
Total Debt/Gross Cash Accruals (years)
Liquidity
Current Ratio (times)

Quick Ratio (times)
Turnover
Average Collection Period (days)
Average Inventory Period (days)

Average Creditors Period (days)

34.17
35,67

2.95
0,68
2.1.2

L,47
1.61

1..24

7.73
t8.7t

-18.20

18.73

8.26
4.tL

18.82

0.42

1.43
4,30
2.04

6,85

1,51
1.32

50
22

59
13

39.10
4L.59

3.49
0.63
2,61
1.1.9

1.48

1..24

8,92
18.23

16.61
-19.03

8.38
2.85

17.64

0.37
7.04

5,53
2.22

6,27

50.08
50.89
4.s4
0.62
3,64
2.42

2,70

1..24

11,33
16.26

22.37
104,18

8.92
4.76

24.70

0.r6
0.43
7.29

0.68
L.82

1.53
r,34

L9
33

72
-20

1.56
L.34

27
40
61

7Operating Cycle (
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Details of Rated Facilities

1. Long-term Facilities

Union Bank of India

Union Bank of India

Total long-term facilities Rs.9.98 crore

2. Short term facilities

2.A. Non - Fund Based limits

Total short-term facilities Rs.15.02 crore

Total Facilities Rated - Rs.25.00 crore

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 anC reliable. CARE Coes nct, 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 partneis/proprieior 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 releva
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Non - Fund Based Limits
Sr. No. Name of Bank

Nature of facilitY Total non-fund-based limits

L Union Bank of lndia Bank Guarantee / Letter of Guarantee 0.36

2 Union Bank of lndia Bank Guarantee / Letter of Guarantee 2.70

3 Union Bank of India Bank Guarantee / Letter of Guarantee 4.L2

4 Proposed Bank Guarantee / Letter of Guarantee 7.84

TOTAL
15.02


