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Kunnath Constructions: [ICRA]B- (Stable); assigned 

 
Summary of rating action 

Instrument* 
Current Rated Amount 

(Rs. crore) 
Rating Action 

Long term - Fund based- Working capital 

facilities  
26.00 [ICRA]B- (Stable); assigned 

Total 26.00  

*Instrument details are provided in Annexure-I 

Rationale 

The rating assigned to Kunnath Constructions (KC) reflects the extensive experience of its partners in executing irrigation, 

bridge construction and other allied works, its established track record and long relationships with customers, leading to repeat 

orders. With over three decades of experience in water canal development and bridge construction related projects, the entity 

has worked for both private players and Government authorities. This has enabled the firm to get repeat orders over the years.  

The rating is, however, constrained by the firm’s small scale of operations and low net worth base. The rating is further 

constrained by high working capital intensive operations, characterised by elevated net working capital intensity (NWC/OI) of 

around 147% in FY2025 (around 121% in FY2024) owing to elongated inventory days. Additionally, key credit metrics are likely 

to remain modest in the near to medium term, given the limited earnings and high reliance on working capital debt. The firm’s 

operating profit margin (OPM) remain susceptible to the stiff competition and tender-driven nature of business. Further, the 

entity remains vulnerable to inherent sectoral risks such as cost and time overrun. Moreover, the ratings remain constrained 

by the inherent exposure to sizeable contingent liabilities in the form of bank guarantees, mainly for contractual performance 

and security deposits. The rating is also exposed to risks inherent in a partnership firm, including the possibility of capital 

withdrawals, which may affect the capital structure and the liquidity position. 

The Stable outlook on the rating reflects ICRA’s opinion that the firm is likely to sustain its operating metrics, supported by 

steady execution of its order book and expected timely receipt of payments from its key customers. Further, the outlook 

underlines ICRA’s expectation that the entity's incremental capex, if any, will be funded in a manner that it is able to durably 

maintain its debt protection metrics. 

Key rating drivers and their description 

Credit strengths  

Extensive experience of partners – KC’s partners have about three decades of experience in civil construction and water canal 

project works. The entity has executed works for various private players and Government authorities across Kerala. Further, 

the entity has an established track record of executing water canal related projects for Inland Navigation Division (Department 

of the Government of India), which enables it to secure repeat orders, reflecting the quality of work consistently being 

delivered by the firm. The firm’s ability to secure new orders and improve work execution will be monitored in the near term. 

Credit challenges 

Small scale of operations and weak financial profile – The firm’s scale of operations remains small with revenues of Rs. 9.7 

crore in FY2025. Although the revenues are expected to increase in the medium term, the scale is likely to remain modest, 

constraining its operational and financial flexibilities. This coupled with high working capital intensive operations, resulted in 

higher dependency on external borrowings, thus moderating its financial profile. Its debt protection metrics remained 
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moderate in FY2025, with an interest cover of 1.3 times, Total Debt/OPBDITA of 7.0 times and TD/TNW of 14.5 times. Its debt 

metrics are likely to remain moderate in the medium term as well.     

High geographical and customer concentration risks – Most projects in the entity’s order book are in Kerala, exposing it to 

region-specific economic and political risks. Additionally, about 90% of the pending order book as of November 2025 is from 

the Inland Navigation Division, indicating significant customer concentration risk.  

Intensely competitive industry – The competition is intense in the civil construction business, given the low complexity of the 

work involved, which may adversely impact the profitability of the firm. The rating is constrained by the inherent exposure to 

sizeable contingent liabilities in the form of bank guarantees, mainly for contractual performance and security deposits.  

Capital withdrawal risk due to its constitution as a partnership firm – The entity, being a partnership firm, is exposed to 

discrete risks, including the possibility of capital withdrawal by the partners and limited ability to raise capital, among others, 

which may affect the capital structure and the liquidity position. 

Liquidity position: Stretched  

The firm’s liquidity position is expected to remain stretched due to limited buffer in working capital limits and minimal free 

cash and bank balances. The entity has fund-based working capital limits of Rs. 26.5 crore, with an average utilisation of around 

58% over the past 12 months ending in November 2025. The firm is projected to generate net cash accruals of Rs. 0.8-1.3 crore 

in FY2026, against repayment obligations of Rs. 0.4 crore. The liquidity is expected to be supported by timely infusion of 

unsecured loans by the partners and timely receipt of payments from key customers.  

Rating sensitivities  

Positive factors – The rating could be upgraded, if there is a material increase in its scale of operations, while improving its 

earnings, liquidity position and coverage metrics on a sustained basis.  

Negative factors – Pressure on the rating could arise, if there is a significant decline in the scale of operations or earnings, or 

if any sizeable withdrawal of profits or a stretch in the working capital cycle weakens the debt coverage indicators and/or the 

liquidity position on a sustained basis.  

Analytical approach  

Analytical Approach Comments 

Applicable rating methodologies 
Corporate Credit Rating Methodology 
Construction  

Parent/Group support Not applicable 

Consolidation/Standalone The ratings are based on the standalone financials of the entity 

 

About the company  

 

M/s Kunnath Constructions, based out of Kerala, is a partnership firm constituted in May 2009 by Mr. Ajayakumar S and Ms. 

Rejani. The entity specialises in infrastructure works including canal and bund road formation, earthworks, RCC structures, 

piling, soil stabilisation, and residential and commercial construction. The partners have about three decades of experience, 

advanced machinery, skilled manpower, and strong project management systems. 

 

  

https://www.icra.in/Rating/ShowMethodologyReport?id=964
https://www.icra.in/Rating/ShowMethodologyReport?id=964
https://www.icra.in/Rating/ShowMethodologyReport?id=930
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Key financial indicators (audited) 

Kunnath Constructions FY2024 FY2025 

Operating income  10.2 9.7 

PAT  0.5  0.4  

OPBDIT/OI  25.7% 30.3% 

PAT/OI  4.5% 4.5% 

Total outside liabilities/Tangible net worth (times) 15.7  18.3  

Total debt/OPBDIT (times) 6.7  7.0  

Interest coverage (times) 1.7  1.3  

Source: Company, ICRA Research; All ratios as per ICRA’s calculations; Amounts in Rs. crore PAT: Profit after tax; OPBDIT: Operating profit before depreciation, 

interest, taxes and amortisation 

 

Status of non-cooperation with previous CRA: Not Applicable 

Any other information: None  

Rating history for past three years  

  Current ratings (FY2026) 
  

Chronology of rating history for the past 3 years 

  FY2025 FY2024 FY2023 

Instrument Type 
Amount 
rated  
(Rs. crore) 

Jan 9, 2026 Date Rating Date Rating Date Rating 

Fund based – 
Working capital 
facilities 

Long- 
term 

26.00 [ICRA]B- (Stable) - - - - - - 

 
 

Complexity level of the rated instruments  

Instrument Complexity Indicator 

Long term - Fund based- Working capital facilities Simple 

The Complexity Indicator refers to the ease with which the returns associated with the rated instrument could be estimated.  

It does not indicate the risk related to the timely payments on the instrument, which is rather indicated by the instrument's 

credit rating. It also does not indicate the complexity associated with analysing an entity's financial, business, industry risks or 

complexity related to the structural, transactional or legal aspects. Details on the complexity levels of the instruments are 

available on ICRA’s website: Click Here  

 
 
 
  

https://www.icra.in/Rating/ShowRatingPolicyReport?id=138
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Annexure I: Instrument details  

ISIN Instrument Name 
Date of 

Issuance/Sanction 
Coupon 

Rate 
Maturity 

Date 
Amount Rated 

(Rs. crore) 
Current Rating and Outlook 

N NAA 
Long term - Fund 
based- Working 
capital facilities 

NA NA NA 26.00 [ICRA]B-(Stable) 

Source: Company 

 

 

Please click here to view details of lender-wise facilities rated by ICRA 

 

 

Annexure II: List of entities considered for consolidated analysis – Not applicable 

  

https://www.icra.in/Rating/BankFacilities?CompanyId=31619&CompanyName=KUNNATH CONSTRUCTIONS&ArchiveDate=January092026
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Jitin Makkar 

+91 124 4545 368 
jitinm@icraindia.com 

Uday Kumar 
+91 124 4545 867 
uday.kumar@icraindia.com 

 
Vilasagaram Nandakishore 
+91 40 6939 6407 
vilasagaram.nandakishore@icraindia.com 

 

 
 

 

RELATIONSHIP CONTACT  

L. Shivakumar 
+91 22 6114 3406 
shivakumar@icraindia.com 

 

 

MEDIA AND PUBLIC RELATIONS CONTACT 

Ms. Naznin Prodhani 
Tel: +91 124 4545 860 
communications@icraindia.com 

HELPLINE FOR BUSINESS QUERIES 

+91-9354738909 (open Monday to Friday, from 9:30 am to 6 pm) 

info@icraindia.com 

 

 

ABOUT ICRA LIMITED 

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services 

companies as an independent and professional investment Information and Credit Rating Agency. 

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited Company, 

with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating Agency 

Moody’s Investors Service is ICRA’s largest shareholder. 

For more information, visit www.icra.in  

mailto:jitinm@icraindia.com?subject=Subject%20Here&body=Body%20text%20here
mailto:uday.kumar@icraindia.com
mailto:https:/outlook.office.com/mail/
mailto:https:/outlook.office.com/mail/
mailto:https:/outlook.office.com/mail/
mailto:info@icraindia.com
http://www.icra.in/
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ICRA Limited 

 Registered Office 

B-710, Statesman House, 148 Barakhamba Road, New Delhi-110001 
Tel: +91 11 23357940-45 

Branches 

 

© Copyright, 2025 ICRA Limited. All Rights Reserved. 

Contents may be used freely with due acknowledgement to ICRA. 

ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to a process of surveillance, 

which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current opinion on the relative capability of the issuer concerned to 

timely service debts and obligations, with reference to the instrument rated. Please visit our website www.icra.in or contact any ICRA office for the latest 

information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable, 

including the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information provided by it. While reasonable care has been 

taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of any kind, and ICRA in particular, makes no 

representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA or any of its group 

companies may have provided services other than rating to the issuer rated. All information contained herein must be construed solely as statements of 

opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents.  


