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Rating Rationale

Acuite has reaffirmed its long term rating to 'ACUITE BBB+' (read as Acuite triple B plus)
and the short termto 'ACUITE A2' (read as ACUITE A two) on Rs.426.00Cr bank facilities of
Prathima Infrastructure Limited (PIL). The outlook is revised to 'positive' from 'stable’.

Acuite has assigned its short term rating of 'ACUITE A2' (read as ACUITE A two) on
additional Rs.50Cr bank facilities of Prathima Infrastructure Limited.

Rationale for rating reaffirmation and revision of outlook:

The rating is reaffirmed basis the stable operating and financial performance of PIL marked by
improving operating income albeit moderation in operating income, healthy orderbook and
healthy financial risk profile. The operating income of the company stood at Rs. 1260.40 Cr in
FY2023 (Prov) as against Rs. 1831.85 Cr in FY2022. The decline in revenue is primarily due to
delay in receipt of supplies from counterparty, which subsequently led to slower project
execution. The operating margin stood at 9.93 percent during FY23 against 9.03 percent in
previous year. The financial risk profile continues to remain healthy marked by healthy net
worth position, capital structure and comfortable coverage indicators.

As on April, 2023 the outstanding unexecuted orderbook stood at ~Rs.3368.31 Cr which will be
executed over the medium term. The revision in outlook is driven by the significant
improvement recorded in operating performance by the marked by compounded annual
growth rate of 8% in the last three years, range bound operating margins, healthy financial risk
profie and healthy orderbook position. Going forward, PILs ability to sustain the improved
performance will be a key rating monitorable.

About the Company

Incorporated in 1991 by Mr. Srinivas Rao Boinipally, Prathima Infrastructure Limited (PIL) is a
Hyderabad (Telangana) based company. PIL is a prominent infrastructure construction
company with nearly 3 decades of experience in executing various infrastructure projects,
especially in the irigation segment. PIL jointly bids for irigation contracts and also undertakes
contfract work on back to back basis as sub-contractor from reputed companies like Larsen
& Toubro Limited (L & T), Navayuga Engineering Company Limited (NECL), Nagarjuna
Construction Company Ltd (NCC), BVSR Constructions Private Limited (BCPL) among others.
The company is registered as a special class contractor with the public works departments of
Telangana
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Analytical Approach

Acuité has considered the standalone business and financial risk profile of PIL to arive at the
rating.

Key Rating Drivers
Strengths

Established track record, experienced management:

Ms. Usha Rani Boinipally (Managing Director), Mr. B. Srinivasa Rao, and Ms Savithri
Icchapurapu, the company's promoters, are actively involved in the company's day-to-day
activities. They have over two decades of civil construction expertise, which has resulted in
long-term relationships with government and corporate clients for repeat bisiness. The
Company executes irigation projects as JV partner and also on a back to back basis as
subcontractor with reputed companies like Larsen & Toubro Limited (L & T), Navayuga
Engineering Company Limited (NECL), Nagarjuna Construction Company Ltd (NCC), BVSR
Constructions Private Limited (BVSR) among others. The extensive experience of the
promoters helped in attaining orders worth ~Rs.7000Cr which resulted in significant
improvement of performance during the past 3 years. Acuité believes that healthy
unexecuted order book, technical prowess and well-funded projects, promoter’'s established
presence in the industry and strong counterparties will support PIL's business profile over the
medium term.

Improved operating performance supported by healthy orderbook position

PIL has shown significant improvement in revenue during past two vyears. It reported a
compounded annual growth rate of 8 percent. The operating income stood at Rs.1260.40cr in
FY2023 as against Rs.1831.85cr in FY2022 and Rs462.99Cr in FY2021. The decline in operating
income in FY2023 is primarily on account of delay in delivery of supplies from its primary vendor.
As a part of project works, PIL requires electro mechanical items like pumps and accessories
which are procured from a primary vendor. Due to the vendor's logistic problems, delivery
schedule of various items was delayed, which subsequently slowed the project execution by
PIL during the year. The operating margins of the company has ranged between 9-10
percent in the last two years. The overall improvement in operating performance is driven by
strong order portfolio, coupled by timely completion and collection of bills. As on April, 2023
the outstanding unexecuted orderbook stood at ~Rs.3368.31 Cr which will be executed over
the medium term.

However, the orderbook remains susceptible geographical and segment concentration risks.

Healthy financial risk profile:

Financial risk profile of PIL is healthy, marked by healthy net worth position, capital structure
and adequate coverage indicators. The net worth improved to Rs.398.63 Cr as on March 31,
2023 (prov.) as against Rs.327.14Cr as on March 31, 2022. Growth in net worth is primarily due
to accretion of profits to reserves. The capital structure was comfortable as observed from
gearing of 0.31times as on March 31, 2023(Prov) against 0.65 times during previous year.
Further to this, the total outside liabilities to net worth was at 1.35 times as on March 31, 2023
(Prov) as against 2.62 times in previous year. The coverage indicators were adequate with
DSCR of 2.59 times as on March 31st 2023 (Prov.) as against 2.85 times as on March 31st 2022.
Interest coverage stood at 9.50 times as on March 31st 2023(Prov.) as against 14.70 times as
on March 31st 2022. Debt to EBITDA improved to 0.98 times as per FY23 (Provisionals) from 1.27
times during previous year. Acuite believes that financial risk profile of PIL will remain healthy in
the medium term on account of healthy net worth and capital structure.

Weaknesses

Moderate intensive working capital cycle:
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Working capital operations are moderately managed which is evident from GCA days
of 181days during FY23 (prov.) against 169 days during FY22. Inventory days stood in the range
of 4-7 days during the past 3 years. Timely receipt of bills from the customers helped in paying
their subcontractors/ piece meal contractors timely which is evident from declining creditors
days’ trend from 145 days in FY21 to 105 days in FY22 further declined to 96 days in FY2023.
PIL's bank limits were utilized at an average of 75 percent during the past 12 months ending
March 31, 2023.. Acuite belives that the working capital operations will remain moderately
intensive in the medium term.

Geographical and Segment concentrartion risk:

PIL remains exposed to geographical concentration risks as a significant majority of orderbook
is confined to Telangana; ~74% of the unexecuted order book as on April constitutes of orders
in Telangana and 100% consititue of imigation projects. PIL is into imigation projects, wherein
the sector is marked by the presence of several mid to large sized players. The risk becomes
more pronounced as tendering is based on minimum amount of bidding on contracts, and
susceptibility to inherent cyclicality in the infrastructure segment; further, it's dependent on
state government's thrust on irrigation and other infrastructure works. However, PIL has taken
steps in the preceeding two years to mitigate the concentration risk. It has received new
orders from from Tamil Nadu water board of worth Rs.817Cr which constitute laying of pipeline
for Centra Government’s Jal Jeevan Scheme.

Rating Sensitivities

e Sustained increase in order inflow, providing adequate revenue visibility over the medium
term.

e Any deterioration in financial risk profie led by more than expected infusion of debt

Material covenants
None

Liquidity Position : Adequate

PIL has adequate liquidity which is evident from the sufficient Net cash accruals (NCA)
against low debt repayment. The company has reported NCA's of Rs. 87.72Cr as on March
31, 2023(Prov) against repayment obligations of Rs.25Cr for equipment loans for the same
period.. Going forward, the liquidity is expected improve with net cash accruals in the range
of Rs 117-147 Cr over FY24-26 agaisnt repayment obligations of Rs. 3-22 Cr. Bank limits were
utilized in the range of 70-76 percent during the past 12 months ending March 31, 2023. Further
to this, the gross current assets days stood at 181 days during FY23

Outlook: Positive

The outlook was revised to Positive in expectation of improving operating income, presence
of healthy order book providing revenue visibility in the medium term. The rating may be
upgraded, if the company registeres expected growth or higher than expected growth and
profitability. Conversely, the outlook may be revised to 'Stable' in case of any decline in its
revenues or significant decline in its profitability or delay in order execution leading to
significant time and cost overruns or any significant stretch in its working capital management
or any large debt-funded capex or further investments made in its group/associate entities
leading to deterioration in the financial risk profile and liquidity position.

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 23 (Provisional) FY 22 (Actual)

Operating Income Rs. Cr. 1260.40 1831.85

PAT Rs. Cr. 71.50 105.05

PAT Margin (%) 5.67 5.73

Total Debt/Tangible Net Worth Times 0.31 0.65

PBDIT/Interest Times 9.50 14.70
Status of non-cooperation with previous CRA (if applicable)

None

Any other information
None

Applicable Criteria

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

* Rating Process and Timeline: https://www.acuite.in/view-rating-criteria-67.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.ntm

o Complexity Level Of Financial Instruments: https://www.acuite.in/view-rating-criteria-55.htm

Note on complexity levels of the rated instrument

In order to inform the investors about complexity of instruments, Acuité has categorized such
instruments in three levels: Simple, Complex and Highly Complex. Acuite' s categorisation of
the instruments across the three categories is based on factors like variability of the returns to
the investors, uncertainty in cash flow patterns, number of counterparties and general
understanding of the instrument by the market. It has to be understood that complexity is
different from credit risk and even an instrument categorized as 'Simple' can carry high levels
of risk. For more details, please refer Rating Criteria “Complexity Level Of Financial
Instruments” on www.acuite.in
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Rating History

Name of Amount .
Date Instruments/Facilities Term (Rs. Cr) Rating/Outlook
Proposed Bank Facility ?2?:1 200.00 ACUITE A2 (Reaffirmed)
Cash Credit Long 50.00 ACUITE BBB+ | Stable (Reaffimed)
06 Jun Term
222 | Bank Guarantee ?2?:] 126.00 ACUITE A2 (Reaffrmed)
Proposed Bank Facility Ifgrrg 50.00 ACUITE BBB+ | Stable (Reaffirmed)
. | Long ACUITE BBB+ | Stable (Upgraded from
Proposed Bank Facility Term 50.00 ACUITE BBB | Stable)
Short
30 Mar Bank Guarantee Term 126.00 | ACUITE A2 (Upgraded from ACUITE A3+)
2021 Proposed Bank Facility ?Z?r: 200.00 | ACUITE A2 (Upgraded from ACUITE A3+)
. Long ACUITE BBB+ | Stable (Upgraded from
Cash Credit Term 50.00 ACUITE BBB | Stable)
Proposed Bank Facility #Zpﬁ 50.00 ACUITE BBB | Stable (Assighed)
.. | Short .
08 Jan Proposed Bank Facility Term 200.00 ACUITE A3+ (Assigned)
2020 Bank Guarantee ?zcr)r: 126.00 ACUITE A3+ (Assigned)
. Long .
Cash Credit Term 50.00 ACUITE BBB | Stable (Assigned)
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Annexure - Details of instruments rated

Lender’s - Date Of | Coupon | Maturity [Complexity|Quantum .
Name ISIN Facilities Issuance Rate Date Level (Rs. Cr.) Rating
Cosmos Not Bank Not Not Not . ACUITE A2
Bank |Applicable Guarantee Applicable|Applicable|Applicable Simple 52.00 |
(BLR) Reaffirmed
Cosmos Not Bank Not Not Not . ACUITE A2
Bank |Applicable Guarantee Applicable|Applicable|Applicable Simple 65.00 |
(BLR) Reaffirmed
ACUITE
BBB+ |
Cosmos Not Cash Not Not Not simple 50.00 Positive |
Bank |Applicable| Credit [ApplicablelApplicable/Applicable ’ Reaffirmed
| Stable
to Positive
Not Not | Froposed |\ Not Not . ACUITE A2
Applicable|Applicable Bank Applicable|Applicable|Applicable Simple 190.00 |
Guarantee Reaffirmed
ACUITE
Proposed BBB+ |
Not Not Cash Not Not Not simple 10.00 Positive |
Applicable|Applicable .. |Applicable|Applicable|Applicable ’ Reaffirmed
Credit
| Stable
to Positive
Not Not | Froposed |\ Not Not . ACUITE A2
Applicable|Applicable Letter of Applicable|Applicable|Applicable Simple 50.00 |
Credit Reaffirmed
Not Not | Froposed |\ Not Not . ACUITE A2
Applicable|Applicable Letter of Applicable|Applicable|Applicable) Simple S0.00 |
Credit Assigned
Proposed
Not Not Short Term Not Not Not simple 9.00 ACUllT EA2
Applicable|Applicable in?il*:y Applicable|Applicable|Applicable Reaffrmed
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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 Ratings 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 ratings 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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