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Rating Rationale

Acuité has reaffirmed the long term rating of ‘ACUITE BB- ‘(read as ACUITE BB minus) and short term rating
of 'ACUITE A4+’ (read as ACUITE A four plus) on the Rs.21.00 Cr. bank facilities of India Commercial Services
(ICS). The outlook is ‘Stable’.

The reaffirmation of ratings reflects moderate order book position, comfortable financial risk profile and
adequate liquidity profie of the firm. The firm continues to derive strength from experienced promoters
having established track record in business and long standing relationship with clients. Howev er, the ratings
are constrained by subdued financial performance in FY21and lower revenue booking during Q1FY22,
tender based nature of business, concentrated order book and risk of capital withdrawal.

About the rated entity

India Commercial Services (ICS) is a Jaipur based partnership firm established in the year 1978 by Mr. Hari
Narayan Bargoti. He was later joined by Mr. Mohan Lal Bargoti and Mr. Rakesh Bargoti. The partners have
an experience of more than 4 decades in the line of business. The firm has been providing services such
as commissioning and testing of electrical lines, underground cabling, sub-station work, laying of
underground steel gas pipeline and setting up of grid connected solar PV system.

Analytical Approach

Acuité has considered the standalone business and financial risk profile of ICS to arrive at the rating.

Key Rating Drivers
Strengths

e Experienced promoters with established track record in same line of business
India Commercial Services (ICS) was promoted by Mr. Hari Narayan Bargotiin 1978. He has more than 4
decades of experience in the business. He was later joined by Mr. Mohan Lal Bargoti and Mr. Rakesh
Bargoti, who has been carrying out the business operations at present. The partner’'s long standing
presence in the market has enabled them in getting repeated tenders from client.

e Moderate order book with long standing relationship with Jaipur Vidyut Vitran Nigam Limited (JVVNL)
and Jodhpur Vidyut Vitran Nigam Limited (JAVVNL)
The total outstanding work order remained at Rs.76.52 crore as on June 15, 2021, of which around
98% orders are from JVVNL and JAVVNL. The firm has long standing relationship with JVVNL of around
3 decades and a decade with JAVVNL. The firm has successfully executed various work orders
pertaining to installation of underground cable, substation and solar grid related work in past. ICS has
been gettingrepeated orders from them.

e Comfortable financial risk profile
The debt component of the firm comprises of vehicle loan and unsecured loans. The USL is being av ailed
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from other entities in Rajasthan region. The debt-equity ratio remains at comfortable lev el; below unity. The
same improv ed during FY21 (Prov.) on account of decline in USL to Rs.1.57 crore as on March 31, 2021 (Prov.)
against Rs.3.0 as on March 31, 2020. The Net Cash Accrual/ Total debt continues to remain below unity at
0.55 times as on March 31, 2021 (Prov.) against 0.62 times as on March 31, 2020. The marginal deterioration is
due to decline in Net Cash Accruals. Further, Total outstanding Liability/ Tangible Net worth on an average
remained at 1.21 times during FY21 (Prov.) against 1.52 times during FY20. The debt-EBITDA has remained in
the range of 1.36-1.53 times during FY20-21(Prov .).

Weaknesses
¢ Subdued financial performance during FY21 and Q1FY22 (Prov.) due to COVID impact

The firm reported total operating income of Rs.13.39 crore during FY21 (Prov.) against Rs.79.22 crore in FY20.
The operations of the firm were affected due to COVID-19 during FY21. As the firm receiv es major orders from
State Government entities and tender based, the firm did not receive any such orders during H1FY21. Albeit,
the firm receiv ed orders during Q4FY21, the work could not be commenced due to technical issues. Hence,
the revenue generated during the year pertains to handing over of residual work and release of retention
money. In line with revenue, EBITDA also decline during FY21 (Prov.) at Rs.1.83 crore as against Rs.4.86 crore
during FY20. The EBITDA margin, doubled in FY21 (Prov.) to 13.68% against 6.14% in FY20. The same is due to
decline in raw material cost on account of lower execution during FY21. The firm reported PAT of Rs.1.64 crore
and Net Cash Accruals of Rs.1.98 crore during FY21 (Prov.).

ICS has reported revenue and PAT of Rs.1.21 core and Rs.0.95 crore during Q1FY22 respectively.

e Concentrated order book
The order book of the firm is concentrated on clientele basis with around 98% of outstanding work order being
from JVVNL and JAVVNL. In addition to this, the order book is also geographically concentrated as around
99% of work order is to be executed in Rajasthan. the top two orders aggregating Rs.57.05 crores from JAVVNL
constitute around 68% of total outstanding work in hand. Hence, timely execution of these projects along
with speedy realization of receivables are important in order to ensure smooth revenue stream.

¢ Volatile working capital cycle

The GCA days of the company remained at 511 days during FY21 (Prov.) against 144 days during FY20.
However, the same is mainly due to lower revenue reported during FY21 (Prov.) as compared to FY20. The
firm realizes itsreceivable in 25-30 days after it has been raised. The debtors’ period is v olatile during last three
fiscal years (ranging between 2-44 days) due to unev en revenue streams.

The remaining amount is paid between 60-20 days from the date of materials received. However, due to
lower cost of material consumed, the creditors period appears to be on higher side during FY21 (Prov.).

The average fund based utilization for last 7 months ending July 2021 remained at moderate lev el of 42.38%.

¢ Highly competitive industry marked by tender based nature of business and risk of capital withdrawal

The company's performance is susceptible to the tender based nature of business, where the business
depends on the ability to bid for contracts successfully. Risk become more pronounced as tendering is based
on minimum amount of biding of contracts. Further, as the entity is partnership based, there hav e been capital
withdrawal during FY21 (Prov.). Hence, any excess withdrawalwould affect tangible net worth of the firm and
related debt coverage indicators.

Rating Sensitivities

e Improving scale of operations along with the diversification of its order book on clientele and
geographical front.

e Any delay in execution of projects impacting revenue stream of firm.

Material Covenants

None

Liquidity Position: Adequate

The liquidity of the firmis at adequate lev el with Net cash accruals of 1.92 crore during FY21. The same remained
between Rs.3.-4.0 crores during FY19-20. Further, the debt repayment of the firm is at lower at Rs.09-0.18 crore
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during FY19-FY21. This provides adequate liquidity cushion for firm. The firm has maintained also cash and bank
balance of Rs.1.92 crore as on March 31, 2021 as against Rs.1.69 crore as on March 31, 2020, (Rs.0.38 crore as
on March 31, 2019). The current ratio has remained abov e unity during FY19-FY21 (Prov .).

Howev er, as the firm recognizes revenue on receipt basis, the timely realization of receiv ables would be a key
factor for financial performance of the ICS going ahead.

Outlook: Stable

Acuité believes that the company will continue to maintain a ‘Stable’ outlook over near to medium
term owing fo its experienced promoters and established position in market. The outlook may berevised
to 'Positive’ in case the company achieves higher than expected growth in revenues consummating
increase in order book size, working capital management and debt protection metrics. Conversely, the
outlook may berevised to ‘Negative’ in case of a significant decline in revenues and operating profit
margins, or deterioration in the capital structure and liquidity position on account of higher-than-
expected working capital requirements.

About the Rated Entity - Key Financials

Unit FY21 (Prov.) FY20 (Actual)
Operating Income Rs. Cr. 13.39 79.22
PAT Rs. Cr. 1.64 3.85
PAT Margin (%) 12.21 4.87
Total Debt/Tangible Net Worth Times 0.25 0.48
PBDIT/Interest Times 3.90 5.77

Status of non-cooperation with previous CRA (if applicable)
Not Applicable

Any other information
Not Applicable

Applicable Criteria

e Default Recognition: https://www.acuite.in/view-rating-criteria-52.htm

e Enfities in Service Sector - https://www.acuite.in/view-rating-criteria-50.ntm

* Financial Ratios And Adjustments: hitps://www.acuite.in/view-rating-criteria-53.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.nhtm

Rating History (Upto last three years)

Name of Instrument / Amount .
Date Facilities Term (Rs. Cr.) Ratings/Outlook
ACUITE BB-
Ov erdraft Long Term 4.00 (Downgraded from ACUITE BB
21-Dec-2020 Issuer Not Cooperating)
Bank Guarantee Short Term 11.00 ACUITE A4+ .
(Issuer Not Cooperating)
ACUITE BB
p6.Sent o019 Ov erdraft Long Term 4.00 (Issuer Not Cooperating)
P ACUITE A4+
Bank Guarantee Short Term 11.00 .
(Issuer Not Cooperating)
ACUITE BB
S Overdraft Long Term 4.00 (Issuer Not Cooperating)
Y ACUITE Ad+
Bank Guarantee Short Term 11.00 .
(Issuer Not Cooperating)
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*Annexure — Details of instruments rated

. Size of the
Lender Name Name”qf the Date of Coupon Maturity Issue Ratings/Outlook
Facilities Issuance Rate Date
(Rs. Cr.)
Not Not Not ACUITE BB-/Stable
Bank of BarodalOv erdraft Applicable |Applicable|Applicable 4.00 (Reaffirmed)
Not Not Not ACUITE A4+
Bank of BarodalBank Guarantee Applicable |Applicable|Applicable 17.00 (Reaffirmed)
Contacts
Analytical Rating Desk
Aditya Gupta Varsha Bist
Vice President - Corporate and Infrastructure Sector Senior Manager - Rating Desk
Tel: 022 49294041 Tel: 022 49294011
aditya.gupta@acuite.in rating.desk@acuite.in
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About Acuité Ratings & Research:

Acuité Ratings & Research Limited is a full-service Credit Rating Agency registered with the Securities
and Exchange Board of India (SEBI). The company received RBI Accreditation as an External Credit
Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-Il norms in the year 2012. Since then,
it has assigned more than 6,000 credit ratings to various securities, debt instruments and bank facilities
of entities spread across the country and across a wide cross section of industries. It has its Registered
and Head Office in Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not be treated as a
recommendation or opinion that isintended to substitute for a financial adviser's or investor's independent assessment
of whetherto buy, sell orhold any security. Acuitératings are based on the data and information provided bythe issuer
and obtained from other reliable sources. Although reasonable care has been taken to ensure that the data and
information is true, Acuité, inparticular, makes no representation or warranty, expressed or implied with respect tothe
adequacy, accuracy or completeness of the information relied upon. Acuité is not responsible for any errors or omissions
and especially statesthat it has no financial liability whatsoever for any direct, indirect or consequential loss of any kind
arising from the use of itsratings. Acuitératings are subject to a process of surveillance which may lead to a revision in
ratings as and when the circumstances so warrant. Please visit our website (www.acuite.in) forthe latest information on
anyinstrument rated by Acuité.
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