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Rating Rationale

Acuité has assigned the long term rating of ‘ACUITE BBB’ (read as ACUITE Triple B) and short term rating of
‘ACUITE A3+’ (read as ACUITE A three plus) on the Rs 23.00 crore bank facilities of SewaSingh Oberoi and
Company (Sewa). The outlook is ‘Stable’.

The ratings reflect firm's long operational track record along with healthy order book size. The current order
book provides strong revenue visibility over the medium term. The ratings also factor in firm's comfortable
financial risk profile marked by its moderate networth and a conservative capital structure. These rating
strengths are partially offset by the firm's working capital intensive nature of operations and geographical
concenfration.

Sewasingh Oberoi and company was established in 1997 as a partnership firm. The firm is managed by its
partners, Mr Kanwadaljit Singh Oberoi and Mr Sewasingh Oberoi. The firm is engaged in civil construction activities
for roads and other structures. The firm executes projects primarily in the state of Chhattisgarh.

Analytical Approach

Acuité has taken a standalone view of the business and financial risk profie of Sewa to arrive at the
rafing.

Key Rating Drivers

Strengths

Long operational record and healthy order book

The firm was established by Mr. Sewasingh Oberoi who possesses almost 2 decades of experience in
construction business. The firm executes projects issued by different state government agencies such as Public
work Department (PWD), Chhattisgarh State Industrial Dev elopment Corporation Limited (CSIDCL).Firm has an
outstanding order book of Rs. 240.52 crores as on June 2021 which imparts strong revenue visibility over the
medium term. The present order book comprise of around 98 percent of orders are issued by PWD and 2
percent of orders are issued by CSIDCL. Firm's scale of operation had witnessed an improvement as reflected
from revenue of Rs 83.55 Cr in FY21 (Provisional) as against Rs 75.78 Cr in FY20. Acuité believes the scale of
operation will confinue to improv e in medium term backed by its healthy order book size.

Comfortable financial risk profile

The comfortable financial risk profile of the Sewa is marked by its moderate net worth, low gearing ratio and
strong debt protection metrics. The net worth stood at Rs. 61.46 crore as on 31st March’2021 (Provisional) as
compared to Rs 51.87 crore in the previous year. The gearing of the firm stood comfortable at 0.25 times as on
31st March 2021 (Provisional) as against 0.28 times as on 31st March, 2020. The total debt of Rs. 15.16 crore in
FY2021consists of long-term debt of Rs 7.77 crore, short term borrowing of Rs 4.90 crore and unsecured loan of
Rs 2.49 crore. TOL/TWN stood at 0.56 times in FY21 (Provisional) as against 0.81 times in FY20. Firm’s interest
cov erage ratio stood strong at 7.59 times as on 31st March, 2021 (Provisional) as against 4.16 times as on 31st
March, 2020.The improvement is on account of rise in profit margin. The Net Cash accruals to Total Debt
(NCA/TD) stood at 0.78 times in FY2021 (Provisional) as compared to 0.45 times in the previous year. Acuité
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believ es the financial risk profile to remain comfortable over the medium term backed by steady accruals
and absence of any large debt funded capex plan.

Healthy profitability margins

The firm has healthy profitability margins both at the operating and net lev el. The operating margin of the firm
stood at 16.08 percent in FY21 (Provisional) as compared to 8.98 percent in FY20.Reason for improvement is
driven by the firm’s selection of projects being bid for and receipt of early completion bonus. Moreover, the
profit after tax (PAT) margins of the firm stood at 11.47 percent in FY21(Provisional) as against 5.26 percent in
the preceding year. Acuité believ es that the firm will maintain healthy profit margins ov er the medium term.

Weaknesses

Working capital intensive

The firm has high working capital intensity as evident from its high gross current asset (GCA) days of 227 days
in FY'21 (Provisional) as 254 days in the previous year. The high GCA days are due to high other current Assets
of Rs. 38.92 crores as on March 31, 2021 (Provisional). The other current asset comprises of Rs 35 crores of security
deposit and earnest money deposit, Rs 3.5 crores of retention money, among others. Debtor and Inventory
days stood at 10 days and 26 days respectively in FY21. Acuité believes that the operations of the firm will
continue to be working capital intfensive over the medium term.

High segmental and geographical concentration

The firm since inception has worked on projects in Chhattisgarh and their order book is also entirely from
projects in Chhattisgarh thus reflecting on high geographical concentration. Also, the firm has executed
mainly road projects which comprise of their current order book thus implying high segmental concentration.
Hence firm is likely to witness fluctuation in order flow ov er the medium term.

Rating Sensitivity
e Sustenance in turnover growth and profit margins
e Continuous order flow

Material Covenant
None

Liquidity Profile: Adequate

The firm has adequate liquidity profile as the firm's net cash accrual stood at Rs 11.81 crores in FY21 (Provisional)
as against current maturity of Rs1.65 crores. Current ratio stood at 3.19 times in FY21 (Provisional) as against 2.50
times in FY20. The company has high-unencumbered cash & bank of Rs 5.75 crores as on March 31,
2021 (Provisional). In addition, the working capital utilization during 12 months ended May 2021 stood at around
83 percent. Acuite believ es liquidity profile willremain adequate in medium term backed by absence of large
debt led capex plan and healthy net cash accrual.

Outlook: Stable

Acuité believ es the outlook on Sewa willremain ‘Stable’ ov er the medium term backed by its long track record
of operations. The outlook may be revised to ‘Positive’ if the firm is able to scale up its operations along with
sustenance in the profitability margins. Conversely, the outlook may be revised to ‘Negative' in case of
deterioration in profitability margin or liquidity profile.

About the Rated Entity - Key Financials

Unit FY21 (Provisional) FY20 (Actual)
Operating Income Rs. Cr. 83.55 75.78
PAT Rs. Cr. 9.58 3.99
PAT Margin (%) 11.47 5.26
Total Debt/Tangible Net Worth Times 0.25 0.28
PBDIT/Interest Times 7.59 4.16 \
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Status of non-cooperation with previous CRA (if applicable)
SEWA is listed under the ‘Non Co-operation by the issuer’ category by CARE Ratfings due to inadequate

information provided by the firm.

Any other information
None

Applicable Criteria
e Default Recognition - https://www.acuite.in/view-rating-criteria-52.htm
e Financial Ratios And Adjustments - https://www.acuite.in/view-rating-criteria-53.htm
« Infrastructure Entities - hitps://www.acuite.in/view-rating-criteria-51.htm

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

Rating History (Upto last three years)

NA
*Annexure — Details of instruments rated
Name of the Date of Coupon Maturity Size of the Ratings/Outlook
Facilities Issuance Rate Date Issue
. Not Not Not ACUITE BBB/Stable
Cash Credit Applicable | Applicable | Applicable 2.00 (Assigned)
Not Nof Not ACUITE A3+
Bank Guarantee Applicable | Applicable | Applicable 21.00 (Assigned)
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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 rafings 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 isinfended 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, makesnorepresent 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 hasno financial
liabilitywhatsoeverforany direct, indirect orconsequentialloss of any kind arising from the use of its ratings. Acuit é ratings are
subject to aprocess of surveillance which maylead to arevision inratings 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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