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Rating Rationale

Acuité has upgraded its long term rafing fo ‘ACUITE BB+’ (read as ACUITE double B plus)
from ‘ACUITE BB’ (read as ACUITE double B) and reaffirmed its short term rating of
‘ACUITE A4+’ (read as ACUITE A four plus) on the Rs.40.00 crore bank facilities of
Strongbuilt Constructions Private Limited (SCPL). The outlook is ‘Stable’.

Reason for rating upgrade

The rating upgradation takes into consideration the established market position of the
company in the construction segment along with reputed customer base, moderate financial
risk profile and adequate liquidity position. However the rating is constrained by the modest
scale of operations and working capital intensive operations of the company.

About the Company

Mumbai-based, Strongbuilt Constructions Private Limited (SCPL) was incorporated in 2011. The
directors of the company are Mr. Rashmeet Singh Kohli, Mr. Kevin Singh Kohli and Mr.
Jagpreet Singh Kohli and the company is engaged in undertaking EPC (engineering,
procurement, and construction) confracts of constructing shell and core for real estate
industry.

Analytical Approach

Acuité has considered the standalone business and financial risk profiles of the SCPL to arrive
at this rating.

Key Rating Drivers
Strengths

Experienced management
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The promoters, Mr. Rashmeet Singh Kohli and Mr. Kevin Singh Kohli have more than a decade
of experience in the construction industry through the sister concern, Skyway RMC Plants
Private Limited. The promoters are backed by a team of experienced professionals from the
construction industry. SCPL is currently executing projects for various reputed clientele in the
real estate industry such as Hiranandani, Rustomjee, Ekta World among others.

Acuité expects SCPL to continue to benefit from the promoters' ability to leverage their
relationship with well-established clients.

Augmentation in business risk profile

The company has recorded an operating income of Rs.55.14 crores in FY2022 as against
Rs.12.82 crores in FY2021. The revenue of the company was affected in the FY2021 as the
operations got affected by the covid pandemic wherein labour was not easily available.
However, with resumption of the activities, the company witnessed improvement in the
revenue for the FY22. The company has an order book of Rs.79.51 crore as on April 2022. The
operating margin of the company declined to 15.09 percent in FY2022 as against 26.14
percent in FY2021, margins of the company varies with the different projects execution. The
PAT margin of the company increased and stood at 8.06 percent in FY2022 as against 3.05
percentin FY2021.

Acuité believes that the business risk profile of the company will continue to improve on
account of long standing relationships with the customers.

Moderate financial risk profile

The financial risk profile of the company stood moderate marked by moderate net worth,
healthy gearing and debt protection metrics. The tangible net worth stood at Rs.19.74 crore
as on 31 March, 2022 as against Rs.15.29 crore as on 31 March 2021. The increase in the
networth is due fo the accretion of profits in reserves. The total debt of the company stood
at Rs.15.58 crore which includes Rs.3.96 crore of long term debt, Rs.7.89 crore unsecured loans
from directors and Rs.2.81 crore of short term debt as on 31 March, 2022. The gearing (debt-
equity) improved and stood at 0.79 times as on 31 March, 2022 as compared to 1.65 times as
on 31 March, 2021. Interest Coverage Ratio stood healthy at 5.37 times for FY2022 as against
1.89 times for FY2021. Debt Service Coverage Ratio (DSCR) stood at 2.80 times in FY2022 as
against 1.13 times in FY2021. Total outside Liabilities/Total Net Worth (TOL/TNW) stood at 1.95
times as on 31 March, 2022 as against 2.71 times on 31 March, 2021.

Acuité believes that the financial risk profile to improve in near term mainly due to
improvement in the debft profile.

Weaknesses

Working capital intensive operations

The working capital management of the company is intensive marked by GCA days of 239
days in FY2022 as against 1042 days in FY2021. The debtor days stood at 89 days in FY2022 as
against 94 days in FY2021. The inventory days improved and stood at 152 days for FY 2022 as
against 1177 days for FY 2021. Inventory mainly includes raw materials and WIP. Raw materials
maijorly includes the steel stock and cement blocks and WIP mainly includes slabs which are
not yet completed or not yet verified. The creditors days stood at 232 days in FY2022 as
against 1010 days in FY21. The high level of GCA days is on account of the high inventory
days. The company reliance on working capital borrowings is on a higher side marked by
average ufilization of working capital limits of ~86 percent during the last six months period
ended June' 2022.

Acuité believes that the operations of the company to remain working capital intensive in
medium term on account of the high inventory levels maintained by the company.

Exposed to cyclicality in the construction and real estate industry

SCPL's derives its entire revenues by undertaking construction projects for various real estate
developers, making it exposed to vagaries in the construction and real estate industries.
Acuité believes that any further slowdown in the industry could have an impact on the
revenues and profitability of the company.
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Rating Sensitivities

Improvement in the scale of operations and the profitability margins
Deterioration in the working capital cycle

Material covenants

None

Liquidity position: Adequate

The company has an adequate liquidity position marked by sufficient net cash accruals
against its maturing debt obligations. The company generated cash accruals of Rs.5.56 crore
in FY22 compared against maturing debt obligations of Rs.0.97 crore over the same
period. The cash accruals of the company are estimated to remain around Rs.7.88-Rs.10.39
crore during 2023-25 period while its matured debt obligations is estimated to be in the range
of Rs.0.97-Rs.1.24 crore during the same period. The company reliance on working capital
borrowings is on a higher side marked by average ufilization of working capital limits of ~86
percent during the last six months period ended June' 2022. The company maintains
unencumbered cash and bank balances of Rs.0.29 crore as on March 31, 2022 and the
current ratio also stood moderate at 1.44 times as on March 31, 2022.

Outlook: Stable

Acuité believes that SCPL will maintain a 'Stable’ business risk profile over the medium term on
the back of experienced management and a good order book position. The outlook may be
revised to ‘Positive’ in case the company registers healthy growth in revenues while achieving
sustained improvement in operating margins, capital structure and working capital
management. Conversely, the outlook may be revised to ‘Negative' in case of a decline in
the company’s revenues or profit margins, or in case of deterioratfion in the company’s
financial risk profile or liquidity position.

Key Financials

Particulars Unit FY 22 (Provisional) | FY 21 (Actual)
Operating Income Rs. Cr. 55.14 12.82
PAT Rs. Cr. 4.45 0.39
PAT Margin (%) 8.06 3.05
Total Debt/Tangible Net Worth Times 0.79 1.65
PBDIT/Interest Times 5.37 1.89

Status of non-cooperation with previous CRA (if applicable)

Not applicable

Any other information
None

Applicable Criteria

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

* Infrastructure Sector: https://www.acuite.in/view-rating-criteria-51.htm

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

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

Name of Amount .
Date Instruments/Facilities Term (Rs. Cr) Rating/Outlook
Proposed Bank Facility ?gﬁﬂ 0.03 ACUITE A4+ ( Issuer not co-operating®)
. Long ACUITE BB (Downgraded and Issuer not
Cash Credit Term 5.00 co-operating®)
];ggzb Bank Guarantee ?gfr:r 14.97 ACUITE A4+ ( Issuer not co-operating®)
Bank Guarantee ?gfrg 17.50 ACUITE A4+ ( Issuer not co-operating®)
. Long ACUITE BB (Downgraded and Issuer not
Cash Credit Term 2.50 co-operating?)
. Long ACUITE BB+ | Stable (Downgraded from
Cash Credit | rorm| 250 ACUITE BBB- | Stable)
Proposed Bank Facility ?erg 0.03 ACUITE Ad+ (Dow/r;%r)o SRR
O%(?Qeoc Bank Guarantee ?Q%rr:r 1750 ACUITE A4+ (Dow/rl\%r)oded from ACUITE
Bank Guarantee ?gfr:r 14.97 ACUITE A4+ (Dow/r;%r)oded from ACUITE
. Long ACUITE BB+ | Stable (Downgraded from
Cash Credit | rgrm| 500 ACUITE BBB- | Stable)
Proposed Bank Facility ?gfr:r 0.03 | ACUITE A3 (Upgraded from ACUITE A4+)
Bank Guarantee ?gfnq 14.97 | ACUITE A3 (Upgraded from ACUITE A4+)
9 cohcredt  |209) 500 ACUITE BBB- | Stable (Assigned)
Bonk Guarantee | 3on|  17.50 | ACUTE A3 (Upgraded from ACUITE Ad+)
. Long ACUITE BBB- | Stable (Upgraded from
Cash Credit | 1gm| 250 ACUITE BB | Stable)
Bank Guarantee ?gﬁg 7.50 ACUITE A4+ (Assigned)
0290J]Lé| Proposed Bank Facility ?gﬁg 25.00 ACUITE A4+ (Assigned)
. Lon .
Cash Credit Terrﬁ 2.50 ACUITE BB | Stable (Assigned)
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Annexure - Details of instruments rated

Lender’s - Date Of | Coupon | Maturity |Quantum .
Name I5IN Facilities Issuance Rate Date | (Rs.Cr.) Rafing
Bank ACUITE
HDFC Not Not Not Not
. Guarantee/Letter . . . 17.50 A4+ |
Bank Ltd [Applicable of Guarantee Applicable|Applicable|Applicable Reaffmed
ACUITE
HDFC Not . Not Not Not BB+ |
Bank Ltd |Applicable Cash Credit Applicable|Applicable|Applicable 2.50 Stable |
Upgraded
ACUITE
Not Not Proposed Long Not Not Not 500 BB+ |
Applicable|Applicable|Term Bank Facility |Applicable|Applicable|Applicable : Stable |
Upgraded
Not Noft Proposed Short|  Noft Not Noft 15.00 ::inglE
Applicable|Applicable|Term Bank Facility |Applicable|Applicable|Applicable ' Reaffimed
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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratfings under BASEL-Il norms in the year 2012. Acuité has
assigned 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 Kanjurmarg, 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 is intended to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Ratings assigned by Acuité are based on the data and information provided by the issuer
and obtained from other reliable sources. Although reasonable care has been taken to
ensure that the data and information is true, Acuité, in particular, makes no representation or
warranty, expressed or implied with respect to the adequacy, accuracy or completeness of
the information relied upon. Acuité is not responsible for any errors or omissions and especially
states that it has no financial liability whatsoever for any direct, indirect or consequential loss
of any kind, arising from the use of its ratings. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité.
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