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Rating Rationale

Acuité has reaffirmed the long term rating of ‘ACUITE BB’ (read as ACUITE double B) and the short term rating
of ‘ACUITE A4+’ (read as ACUITE A four plus)’ to the Rs.26.80 crore bank facilities of Mother India Construction
Private Limited. The outlook is ‘Stable’.

The rating continues to reflect the extensive experience of the management in the construction business. The
rating also reflects efficient working capital management and steady profitability margin of the company.
Howev er, these strengths are partially offset by moderate scale of operation and tender based nature of
operation.

About the company

Established in 1990, Mother India Construction Private Limited is a Patna-based company promoted by Mr.
Chandra Sen Singh and Mr. Ramijee Singh. The company is engaged in civil construction work in the region of
Bihar & Jharkhand for construction, maintenance and renovation work for roads, irrigation canals and
drainage systems among others.

Analytical Approach:
Acuité has considered the standalone business and financial risk profile of MICPL while arriving at the rating.

Key Rating Drivers:
Strengths

Experienced management and long track record of operation

The company has an operational tfrack record of more than 30 years in the infrastructure industry and the
promoters of the company Mr. Chandra Sen Singh and Mr. Ramjee Singh have more than three decades of
experience in similar industry. The company has a long presence in this sector and has established a healthy
relationship with customers for more than a decade. The timely execution of the projects has helped the
company to improve its market presence in Bihar and Jharkhand. Acuité believes that the company will
confinue to benefit from its promoter’s extensive industry experience and established relafionship with
customers ov er the medium term.

Comfortable financial risk profile

The financial risk profile of the company is marked by moderate net worth, low gearing and healthy debt
protection metrics. The net worth of the company stood moderate at Rs.54.46 crore in FY 2021(Prov.) as
compared to Rs 48.88 crore in FY2020. This improvement in networth is mainly due to the retention of current
year profit. The gearing of the company stood low at 0.22 fimes as on March 31, 2021 (Prov.) when compared
to 0.12 times as on March 31, 2020. Interest coverage ratio (ICR) is strong and stood at 7.88 times in FY2021
(Prov.) as against 10.61 times in FY 2020. The debft service coverage ratio (DSCR) of the company also stood
comfortable at 2.78 fimes in FY2021 (Prov.) as compared to 5.74 times in the previous year. The net cash
accruals to total debt (NCA/TD) stood comfortable at 0.64 times in FY2021 (Prov.) as compared to 2.16 times
in the previous year. Going forward, Acuité believes the financial risk profile of the company will remain
comfortable on account of steady net cash accruals and no major debt funded capex plan ov er the medium
term.

Efficient working capital management
The efficient working capital management of the company is marked by comfortable gross current asset
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(GCA) days of 10 daysin FY2021 (Prov.) as compared to 28 days in the previous year. The debtor days of the
company stood comfortable at 02 days in FY2021 (Prov.) and 01 day in the previous year. Further, this
improvement in gross current asset days is mainly due to overall improvement in other current assets during
the period.

Weaknesses

Moderate scale of operation

The revenue of the company stood moderate at Rs.110.51 crore in FY2021 (Prov.) as compared to Rs.168.30
crore in the previous year. This deterioration in the revenue of the company during FY21 (Prov.) is mainly due
to the nation-wide lock down during the 1st quarter of FY2021. However, the company has a healthy
unexecuted order book of Rs.328.82 as on April 2021, which imparting revenue visibility ov er the medium term.

Tender based nature of business

Maijor business is bagged through open tenders. Hence, the revenues of the company are directly dependent
upon the quantum of contracts bagged and executed during the year. Risk become more pronounced as
tendering is based on minimum amount of bidding of contracts. The company has to do tendering on
competitive prices; this may affect the profitability of the company. This has resulted in fluctuating operating
profit margins.

Rating Sensitivity

e Scaling up of operation while maintaining their profitability margin
e Working capitalmanagement

e Timely execution of orders

Material Covenant
None

Liquidity Position: Adequate

The company has adequate liquidity marked by moderate net cash accruals of Rs.7.53 crore as against Rs.1.80
crore long term debt obligation during FY2021 (Prov.). The cash accruals of the company are estimated to
remain in the range of around Rs. 8.07 crore to Rs. 10.30 crore during 2022-24 as against Rs.1.80 crore in FY2023
of long term debt obligations. The current ratio of the company stood moderate at 1.18 times in FY2021 (Prov .).
The working capital management of the company is marked by comfortable Gross Current Asset (GCA) days
of 10 days in FY2021 (Prov.). The bank limit of the company has been ~81 per cent utiized during the last six
months ended in June 2021. Acuité believes that the liquidity of the company is likely to improve over the
medium term on account of healthy cash accruals against long debt repayments ov er the medium term.

Outlook: Stable

Acuité believ es that the outlook on MICPL's facilities will remain 'Stable' over the medium term on account of
experienced management. The outlook may be revised to 'Positive’ if the Company achieves higher than
expected revenue whie improving profitability and effectively managing its working capital cycle.
Conversely, the outlook may be revised to ‘Negative’ in case of significant deterioration in the financial risk
profile.

About the Rated Entity - Key Financials (Standalone)

Unit FY21 (Prov.) FY20 (Actual)
Operating Income Rs. Cr. 110.51 168.30
PAT Rs. Cr. 5.58 11.63
PAT Margin (%) 5.05 6.91
Total Debt/Tangible Net Worth Times 0.22 0.12
PBDIT/Interest Times 7.88 10.61

Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None

Applicable Criteria
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* Default Recognition —https://www.acuite.in/view-rating-criteria-52.htm
e Infrastructure Entities — https://www.acuite.in/view-rating-criteria-51.htm
 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

Rating History (Upto last three years)

Date Name of Ir_‘l.st.rument / Term Amount (Rs. Cr.) Ratings / Outlook
Facilities
Overdraft Long Term 1.80 ACL(J/LTSZBE]/GS ;?ble
05-May-2020 g
Bank Guarantee Short Term 25.00 ACUITE A4+ (Assigned)
*Annexure - Details of instruments rated
Lender Name of the | Date of Coupon Maturity Size of the Issue Ratings/Outlook
Name Facilities Issuance Rate Date (Rs. Crore)
Not Not Not ACUITE BB/Stable
Canara Bank) - Overdraft Applicable | Applicable | Applicable 180 (Reaffirmed)
Bank Not Not Not ACUITE A4+
Canara Bank Guarantee | Applicable | Applicable | Applicable 25.00 (Reaffirmed)

Contacts:

Rating Desk

Varsha Bist

Senior Manager - Rating Desk
Tel: 022-49294011
rating.desk@acuite.in

Analytical

Pooja Ghosh

Head- Corporate and Infrastructure Sector Ratings
Tel: 033-66201203

pooja.ghosh@acuite.in

Abhishek Dey

Rating Analyst

Tel: 033-66201208
abhishek.dey@acuite.in

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
Instifution (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 Acuit é rating does not constit ute an audit of the rated entity and should not betreated as a recommendation or
opinion that isintended to substit ute for a financial adviser's orinvestor's independent assessment of whetherto buy, sell or
hold any security. Acuité ratings are based on the data and information provided by the issuer and obtained from ot her
reliable sources. Although reasonable care has been taken to ensure that the data and information is true, Acuité, in
particular, makesno represent ation orwarranty, expressed orimplied withrespect t othe adequacy, accuracy or complet eness
of the information relied upon. Acuité is not responsible for any errors or omissions and especiallystatesthat it has no financial
liabilitywhatsoeverforany direct, indirect orconsequentialloss of any kind arising from the use of its ratings. Acuit é ratings are
subject to a process of surveillance which maylead to arevision in ratings asand when t he circumst ances so warrant. Please
visit our websit e (www.acuite.in) forthelatest information on anyinstrument rated by Acuit é.
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