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Ratings
es/Instruments LA Rating Action
(Rs. crore)
Long Term Bank Facilities 6.00 CARE BB; Stable Revised from CARE BB-; Stable
) (Double B; Outlook: Stable ) (Double B Minus; Outlook: Stable)
Long Term / Short Term Bank CARE BB; Stable / CARE A4 Revised from CARE BB-; Stable /
Facilities 4.00 (Double B ; Outlook: Stable/ A CARE A4 (Double B Minus ; Outlook:
Four ) Stable / A Four)
10.00
Total Bank Facilities (Rs. Ten
Crore Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The revision in the ratings assigned to the bank facilities of Alpha Pacific Systems Private Limited (APSPL) is on account of
improvement in scale of operations and profitability, which also resulted in improvement in the company’s liquidity. Ratings
continue to factor in experienced promoters coupled with long track record of operations and sizable order book in-hand. The
ratings however continue to remain constrained by small scale of operations, moderate profitability margins, Elongated
collection period and moderate capital structure. Further, the ratings remain constraint by Risk associated with participating in
tenders and intense competition in the industry, and Project execution risk inherent in various contracts.

Rating Sensitivities
Positive Factors - Factors that could lead to positive rating action/upgrade:

e Sizable improvement in total operating income above Rs. 100.00 crore on sustained basis.
e Improvement in operating cycle days of below than 60 days on a sustained basis

Negative Factors- Factors that could lead to negative rating action/downgrade
e Decline in profitability margins as marked by PBILDT and PAT margins of below 7% and 2% respectively
e Deterioration in overall gearing ratio of above 3.00 times on sustained basis.
e Decrease in net worth of the company below Rs 5.00 crore.

Detailed description of the key rating drivers

Key Rating Strength:

Experienced management

The company is promoted by Mr. Neeraj Kumar and Mr. Subhash Singh Soam. Both the directors are engineers by qualification
and have more than a decade of experience with this entity and family run business of both the directors in engineering,
procurement and construction services to government and private companies particularly in civil infrastructure, automation and
solar panel installation divisions in northern India. Both look after day-to-day operations of the company. Moreover, the
company has well qualified and experienced engineers along with supervisory staff supporting the operations of the company.

Moderate order book position

The unexecuted order book of the company as on February 28 2022 stood at Rs. 119.52 crore which is equivalent to ~3.00x
the total operating income achieved in FY21, thereby giving near term revenue visibility. The tenure of the contract is around 1-
2 years. However, the present unexecuted order book is concentrated towards few contracts from UJVN Limited, NHPC Limited
and Public Works Department, Delhi. Hence, effective, and timely execution of the orders has a direct bearing on the margins.

Key Rating Weakness:

Small scale of operations

The scale of operations stood small, as marked by a total operating income and gross cash accruals of Rs.33.65 crore and
Rs.1.66 crore respectively for FY21 as against Rs.33.26 crore and Rs.1.46 crore in FY20. The total operating income in FY21
was in line with the previous year levels. Further, during 11MFY22 (refers to the period April 01,2021 to March 22,2022; based
on provisional results) the company scale of operations improved to ~Rs. 42.52 crores and Gross cash accruals to Rs. 2.81
crores. The improvement in scale is on account of higher contracts executed and gross cash accruals improves on account of
improvement in margins. Further, the net worth base was relatively high at Rs 10.53 crore as on March 31, 2021. The small
scale limits the company’s financial flexibility in times of stress and deprives it of scale benefits.

Moderate Profitability Margin
The profitability margins of the company stood moderate for FY21 as marked by PBILDT and PAT margin of 10.20% and
3.36%, respectively, as against 9.59% and 2.75% for FY20. The increase in PBILDT margin is primarily on account of better
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margin contracts executed. PAT margins improve in line with PBILDT margin. During 11MFY22 (refers to the period April
01,2021 to March 22,2022; based on provisional results) the company has achieved profitability margins marked by PBILDT and
PAT margin of 11.28% and 5.60%.

Elongated Operating Cycle

The operating cycle of the company improved and remain elongated as marked by 74 days for FY21 as against 84 days for
FY20 on account of improvement in inventory period. The company maintains inventory in the form of raw materials at different
sites for smooth execution of contracts. Also, the company accounts for work in progress inventory in the books of accounts for
under progress work, resulting in average inventory days of 13 days in FY21 as against 57 days on FY20. APSPL receives a high
payable period of around 4-5 months from its suppliers; while on the other hand, realization of receivables owing to lengthy
clearance processes with the government departments results in a similar collection period. The average creditor’s period and
average collection period for FY21 stood high at 185 days and 124 days as against 172 days and 145 days respectively for
FY20. Further the working capital limits remain 90% utilised for the twelve months period ending February 28, 2022.

Moderate Solvency Position:

As on March 31, 2021, the debt profile of APSPL’s comprises of secured loans of Rs. 3.20 crores, working capital borrowings of
Rs.5.15 crores, and unsecured loans of Rs.5.23 crores. The unsecured loan to the tune of Rs. 3.55 crores, Rs.4.25 crores, Rs.
5.23 crores in FY19, FY20 and FY21 respectively is classified as quasi equity as the same is subordinated to debt as per sanction
letter. The capital structure of the company stood moderate marked by overall gearing ratio which stood at 0.79x as on March
31, 2021 as against 0.91x as on March 31, 2020.

Further, owing to moderate profitability levels, the debt service coverage indicators of the company stood moderate as marked
by interest coverage and total debt to GCA of 2.77x and 5.03x, respectively for FY21 as against 2.54x and 5.21x respectively for
FY20 (A).

Business risk associated with tender-based orders

The company majorly undertakes government and private projects, which are awarded through the tender-based system. The
company is exposed to the risk associated with the tender-based business, which is characterized by intense competition. The
growth of the business depends on its ability to successfully bid for the tenders and emerge as the lowest bidder. Further, any
changes in the Government policy or Government spending on projects are likely to affect the revenues of the company.

Highly competitive industry

Industry is characterized by fragmented and competitive nature as there are a large number of players. Furthermore, the
projects are awarded through tender-based system. Due to the increasing level of competition, the profits margins remain
range bound. Currently, given the volatile economic environment, there has been slowdown in awarding of new contracts,
which has resulted in sluggish growth being witnessed by the industry. Liquidity related concerns and execution challenges
continue to impact the sector in the country.

Liquidity: Stretched

The liquidity position of the company remained stretched as marked by 90% utilized working capital limits for the past 12
months ending February 28, 2022. Further, the company has tightly matched gross cash accruals vis-s-vis repayment
obligations. The company has generated gross cash accruals of Rs. 1.66 crore in FY21 and Rs. 2.81 crore during 11MFY22 and
is expected to generate envisage gross cash accruals of Rs. 3.10 crore in FY22 against repayment obligation of Rs.1.00 crore in
same year.

Analytical approach: Standalone

Applicable Criteria

Policy in respect of Non-cooperation by issuer
Policy on default recognition

Financial Ratios — Non financial Sector

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch

Construction

About the Company

Alpha Pacific Systems Private Limited (APSPL) is a private limited company incorporated in July 2016. The company succeeded
an erstwhile proprietorship firm established by the director Mr. Neeraj Kumar established in 2000. Currently the overall
operation of the firm is managed by both the directors i.e. Mr. Neeraj Kumar and Mr. Subhash Singh Soam. APS provides
engineering, procurement and construction services to government and private companies particularly in civil infrastructure i.e.
Engineering, Procurement & Construction for Hydro Projects, Road Construction; automation and solar panel installation
divisions in northern India. The major raw material used in the project execution is cement, dust, soil etc. that is procured as
per the tender specification. APS has been executing various projects for government entities/government departments i.e.
Public Works Department (PWD), National Hydroelectric Power Corporation (NHPC), Uttarakhand Jalvidyut Nigam Limited
(UJVN), Tehri Hydro Development Corporation Limited (THDC), Larsen and Turbo, APS Hydra Private Limited.

In the recent development, the company has become the authorized dealer of Siemens India for undertaking the automation
projects.
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31-03-2020 (A) 31-03-2021 (A)

Brief Financials (Rs. crore)

Total operating income 33.26 33.65 42.52
PBILDT 3.19 3.43 4.80
PAT 0.91 1.13 2.38
Overall gearing (times) 091 0.79 2.61
Interest coverage (times) 2.54 2.77 5.11

A Audited; UA: Unaudited NA: Not Available
*Refers to the period from April 1, 2021 to March 22, 2022.

Status of non-cooperation with previous CRA: India Ratings has conducted the review and has maintained Alpha Pacific
Systems Private Limited as “Not Cooperating” vide its press release dated April 06, 2021.

Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in

Annexure-3

Complexity level of various instruments rated for this company: Annexure 4

Annexure-1: Details of Instruments / Facilities

Name of the Date of Coupon Maturity Size of the Rating assigned along
ISIN Issue . N
Instrument Issuance Rate Date with Rating Outlook
(Rs. crore)

Fund-based - LT-Cash ) ) Repayable on 6.00 CARE BB; Stable
Credit Demand
Non-fund-based - LT/ ST- - - - 4.00 CARE BB; Stable / CARE A4
Bank Guarantee

History of last three years
Current Ratings

Annexure-2: Rating

Rating history

Name of the Date(s) & DEVI R DEVI R Date(s) &
Instrument/Bank Amount ) ) Rat_ing(s) Rat_ing(s) Rat_ing(s) Rat_ing(s)
Facilities Type Outstanding | Rating ::!SSIgned ::!SSIgned ?SS|gned ?SS|gned
(Rs. crore) in 2021- in 2020- in 2019- in 2018-
2022 2021 2020 2019
1)CARE BB-;
Stable
CARE 1)CARE BB-; | 1)CARE BB-; | (09-Mar-20) | 1)CARE B+;
1 E‘;gﬁgfeﬁ -LT- LT 6.00 BB; Stable Stable Stable
Stable (22-Mar-22) | (18-Mar-21) | 2)CARE BB-; | (04-Jun-18)
Stable
(04-Apr-19)
1)CARE BB-;
Stable /
CARE CARE A4
Non-fund-based - BB; QEQEE/ BB-; QEQEE/ BB~ | (09-Mar-20) éiaCSEE/ B+;
2 | LT/ ST-Bank LT/ST* 4.00 Stable /
Guarantee CARE szRf,lA“zz CQREIA“H 2)CARE BB-; C&RJE A418
A4 (22-Mar-22) | (18-Mar-21) | gipje s (04-Jun-18)
CARE A4
(04-Apr-19)

* Long Term / Short Term

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not Applicable

Annexure 4: Complexity level of various instruments rated for this compan
Name of instrument
1 Fund-based - LT-Cash Credit
2 Non-fund-based - LT/ ST-Bank Guarantee

Complexity level
Simple
Simple

Annexure 5: Bank Lender Details for this Company
To view the lender wise details of bank facilities please click here
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Note on complexity levels of the rated instrument: CARE Ratings Ltd. has classified instruments rated by it on the basis
of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.

Contact us
Media Contact
Name: Mradul Mishra
Contact no.: +91-22-6754 3573
Email ID: mradul.mishra@careedge.in

Analyst Contact

Name: Shivam Tandon

Contact no.: +91- 11-4533 3263

Email ID: shivam.tandon@careedge.in

Relationship Contact

Name: Swati Agrawal

Contact no.: +91-11-4533 3200
Email ID: swati.agrawal@careedge.in

About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide
array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by
knowledge and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including
CPs, corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited are opinions on the likelihood of timely payment of the obligations under the rated
instrument and are not recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or
hold any security. These ratings do not convey suitability or price for the investor. The agency does not constitute an audit on
the rated entity. CARE Ratings Limited has based its ratings/outlooks based on information obtained from reliable and credible
sources. CARE Ratings Limited does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions and the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE Ratings Limited have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE Ratings Limited or its subsidiaries/associates may also be involved with other commercial
transactions with the entity. In case of partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings Limited
is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The
rating/outlook may undergo a change in case of withdrawal of capital or the unsecured loans brought in by the
partners/proprietor in addition to the financial performance and other relevant factors. CARE Ratings Limited is not responsible
for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve

acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careedge.in
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