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Ratings
Amount

Facilities / Instruments (Rs. crore)

Rating Action

CARE BB-; Stable; Revised from CARE BB+;

Stable (Double B Plus;
b 3 ’

Long Term Bank Facilities 10.00 (D?:bl:sz I:/I?:ugogztlilxlr Igg ble Outlook: Stable) and
! . moved to ISSUER NOT

ISSUER NOT COOPERATING*) COOPERATING category

CARE A4; Revised from CARE A4+ (A
—_ ISSUER NOT COOPERATING* Four Plus) and moved to
Short Term Bank Facilities 35.00 (A Four ISSUER NOT
ISSUER NOT COOPERATING*) COOPERATING category
45.00
Total Facilities (Rs. Forty-Five
Crore Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

CARE Ratings Ltd. has been seeking information from Hitek Engineering Services (HES) to monitor the rating(s) vide e-mail
communications/letters dated February 04, 2022, March 21, 2022 among others and numerous phone calls. However, despite
our repeated requests, the company has not provided the requisite information for monitoring the ratings. In line with the
extant SEBI guidelines, CARE Ratings Ltd. has reviewed the rating on the basis of the best available information which however,
in CARE Ratings Ltd.’s opinion is not sufficient to arrive at a fair rating. Further, Hitek Engineering Services has not paid the
surveillance fees for the rating exercise as agreed to in its Rating Agreement. The rating on Hitek Engineering Services’ bank
facilities will now be denoted as CARE BB-/CARE A4; ISSUER NOT COOPERATING*.

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise caution
while using the above rating(s).

The ratings have been revised account of non-cooperation by HES and CARE’s efforts to undertake a review of the

ratings outstanding. CARE views information availability risk as a key factor in its assessment of credit risk.

Detailed description of the key rating drivers
At the time of last rating on August 06, 2021, the following were the rating strengths and weaknesses (updated for the
information FY21 (A)):

Key Rating Weaknesses

Small scale of operation

Scale of operation marked by total operating income of the firm declined to Rs.28.59 crore in FY21 as compared to Rs. 54.93
crore in FY20 on account of less orders executed by firm due to covid-19 pandemic disruptions. Further firm has achieved sales
of Rs. 23.23 crore in 9MFY22 vis-a-vis Rs. 22.05 crore in 9MFY21.

Working capital intensive operation

The overall operations of the firm have been working capital intensive as majority of the funds have been utilized to fund its
receivables and inventory. Average debtors cycle elongated to 152 days in FY21 vis-a-vis 85 days in FY20 on account of decline
in sales in FY21. However, in actual terms debtors are outstanding of Rs. 11.83 crore as on march 31, 2021 vis-a-vis Rs. 12.25
crore as on March 31, 2020. Further, firm has recovered debtors of Rs. 9 crore out of total debtors outstanding of Rs. 11.83
crore as on March 31, 2021 and debtors of Rs. 10.29 crore are outstanding as on December 31, 2021 on account of slow
recovery of debtors from its clients (primarily Government entities) due to manpower shortage in the government organizations
(due to Covid-19) to process the bills.The above has impacted the firm’s liquidity which is fulfilled by availment of emergency
credit line amounting to Rs. 4.54 crore in FY21. Debtors continued to remain high on account of retention money [which is
approximately 30% of the total amount of the contract] held by clients which are recoverable after the completion of project.
However, for large construction projects the completion period is 4-5 years and retention money is also released after
completion of project. Nonetheless, majority of the receivables is held with reputed companies and thus counter-party risk is
mitigated to an extent. There have not been any bad debts reported by the firm in the past. Further inventory period also
remained high to 284 days in FY21 vis-a-vis 94 days on the back of healthy order book, firm had to keep inventory of raw
material readily available for smooth and timely execution of projects. However, company receives a month of credit period
from its suppliers however the same is also stretched which led to average creditors’ days of 66 days vis-a-vis 35 days in FY20.

!Complete definitions of the ratings assigned are available at www.careedge.in and in other CARE Ratings Ltd.’s publications
*Issuer did not cooperate; Based on best available information
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Customer concentration risk
The order book is primarily concentrated towards few clients (Oil and Natural Gas Corporation Limited, Haldia Port and
Vishakhapatnam Port Trust) which forms around 83% of its order book. Also, there is no escalation clause in the projects.

Partnership nature of constitution

Being a partnership firm, HES has inherent risk of withdrawal of partners’ capital at the time of personal contingency.
Furthermore, it has restricted access to external borrowings where net worth as well as creditworthiness of the partners are the
key factors affecting credit decision of the lenders. Hence, limited funding avenues along with limited financial flexibility have
resulted in limited scale of operations for the firm.

Key Rating Strengths

Long and established track record and the partner’s extensive experience in the business:

The partners of HES namely Mr. Satish Gadre (mechanical engineer form VJTI, Mumbai) & Mr. Dattatraya Bhide (Masters in
Technology from IIT, Mumbai) are qualified and have experience of over three decades in the EPC contracts and look after the
overall operations of the firm. Partners are assisted by experienced and qualified team to carry out the day to day operations of
the firm. Firm is in existence since 1985.

Healthy order book position with reputed clientele:

As on February 28, 2022, the firm has total unexecuted order book position of Rs. 149.18 crore which increased from
unexecuted order book position of Rs. 99.24 crore outstanding as on December 30, 2020. The order book is primarily
concentrated towards few clients (Oil and Natural Gas Corporation Limited, Haldia Port and Vishakhapatnam Port Trust) which
forms around 83% of its order book. Also, there is no escalation clause in the projects.

Healthy profit margins:

PBILDT margin remained healthy in past but further marginally improved to 16.69% in FY21 from 11.65% in FY20 on account
of decline in cost of material consumed (13% in FY21 vis-a-vis 42% in FY20). However, owing to increase in depreciation cost
and interest expenses with, net profit margin declined to 1.09% in FY21 vis-a-vis 5.39% in FY20.

Comfortable capital structure and moderate debt coverage indicators:

Capital structure continued to remain comfortable in FY21 marked by overall gearing of 0.50x as on March 31, 2021 as against
0.61x as on March 31, 2020 on account of increase in net worth base with accretion of profit and partners infused capital of Rs.
5 crore in FY21, Further debt coverage indicators remained moderate and total debt/GCA has deteriorated to 15.08x in FY21
vis-a-vis 6.66x in FY20 on account of decline in gross cash accruals. Interest coverage also deteriorated to 1.48x in FY21 vis-a-
vis 2.39x in FY20 owing to decrease in PBILDT and increase in interest cost in FY21.

Liquidity analysis: Stretched

The liquidity position of the company remained stretched marked by tightly matched cash accruals vis-a-vis repayment
obligations and low free cash and bank balance of Rs. 0.16 crore as on March 31, 2021. The industry is inherently having high
working capital intensity primarily due to funding requirement towards the security deposits for the non-fund-based facilities,
receivables and inventory. However, the same has been funded through internal accruals, working capital bank borrowings,
unsecured loans from directors and related parties. Hence, the average utilization of its working capital limits at 105% on an
average and maximum utilization remained at 119% in the months of July and August 2021. However, to deal with the
weakening liquidity position, firm has availed emergency credit line amounting to Rs. 4.54 crore in FY21.

Analytical approach: Standalone

Applicable Criteria

Policy in respect of Non-cooperation by issuer
Criteria on assigning Outlook to Credit Ratings
CARE Ratings Ltd.’s Policy on Default Recognition
Financial Ratios — Non financial Sector

Liquidity Analysis of Non-financial sector entities
Short Term Instruments

Construction

Infrastructure Sector Ratings

About the Company

Established in 1985, Hitek Engineering Services (HES) is engaged in the business of undertaking and executing contracts of
design, delivery, fabrication, erection testing and commissioning of fire detection and protection systems. The firm majorly
caters to the companies in the power, petrochemical, port industry.
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https://www.careratings.com/pdf/resources/Policy%20in%20respect%20of%20%20non%20co-operation%20by%20issuer%20_Oct2020.pdf
https://www.careratings.com/pdf/resources/Rating_Outlook_and_credit_watch_May_2019.pdf
https://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_Sep%202021.pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector_March2021.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non%20-%20Financial%20Sector%20entities_May2020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Short%20Term%20Instruments%20_February2021.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20methodology-Construction_December2020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Infrastructure%20Sector%20Ratings_March2021.pdf
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Brief Financials (Rs. crore) 31-03-2020 (A)

31-03-2021 (A)

Total operating income 54.93 28.59 23.23
PBILDT 6.40 4.77 NA
PAT 2.96 0.31 NA
Overall gearing (times) 0.61 0.50 NA
Interest coverage (times) 2.39 1.48 NA

A: Audited, UA: Unaudited, NA: Not available

Status of non-cooperation with previous CRA: Nil

Any other information: Nil

Disclosure of Interest of Independent/Non-Executive Directors of CARE Ratings Ltd.: Not applicable

Disclosure of Interest of Managing Director & CEO: 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
Instrument

Size of the

Issue

Rating assigned along with
Rating Outlook

Fund-based - LT-Cash

ISIN Date of Coupon Maturity
Issuance Rate Date

(Rs. crore)

CARE BB-; Stable; ISSUER NOT

Credit ) ) i 10.00 COOPERATING*
Non-fund-based - ST- _ _ _ 29.50 CARE A4; ISSUER NOT
Bank Guarantee ’ COOPERATING*
Non-fund-based - ST- _ _ _ 3.50 CARE A4; ISSUER NOT
Letter of credit ) COOPERATING*
Non-fund-based - ST- - - - 1.00 CARE A4; ISSUER NOT
Bank Guarantee ) COOPERATING*
Non-fund-based - ST- ) ) ) 1.00 CARE A4; ISSUER NOT
Letter of credit ) COOPERATING*

31

CARE Ratings Ltd.




Press Release care,j';j{‘@

RATINGS

History of last three years

Annexure-2: Rating

Current Ratings Rating history
Date(s) & Date(s) & Date(s) & Date(s) &
II“ ELIE O E Amount Rating(s) Rating(s) Rating(s) Rating(s)
nstrument/Bank B . ) " ) .
Facilities Type Outstanding | Rating :’:ISSIgned _aSSIgned ?ssmned _aSSIQned
(Rs. crore) in 2021- in 2020- in 2019- in 2018-
2022 2021 2020 2019
1)CARE
BBB-;
Stable
oress; | OEpowe | powe | Gore
Fund-based - LT- Stable; ISSUER ! - !
1 Cash Credit LT 10.00 NOT Stable Negative Stable
ash Credi
COOPERATING* (11-Aug- (26-Feb- (05-Mar- 2)CARE
21) 21) 20) BB+;
Stable
(09-Apr-
18)
1)CARE A3
(20-Feb-
Nomfund-based - CARE A4; ,BﬁARE 1)CARE A3 | 1)CARE A3 | 19
2 ST-Bank Guarantee ST 29.50 ISSUER NOT (11-Aug- (26-Feb- (05-Mar- 2)CARE
COOPERATING* 71 21) 20)
) Ad+
(09-Apr-
18)
1)CARE A3
(20-Feb-
Nomfund-based - CARE A4; /B‘CJrARE 1)CARE A3 | 1)CARE A3 | 19)
3 ST-Letter of credit ST 3.50 ISSUER NOT (11-Aug- (26-Feb- (05-Mar- 2)CARE
COOPERATING* 71 21) 20)
) Ad+
(09-Apr-
18)
Nomfund-based - CARE A4; /BﬁARE 1)CARE A3 | 1)CARE A3 | 1)CARE A3
4 ST-Bank Guarantee ST 1.00 ISSUER NOT (11-Aug- (26-Feb- (05-Mar- (20-Feb-
COOPERATING* 21) 21) 20) 19)
Nomfund-based - CARE A4; ARE | 1)CARE A3 | 1)CARE A3 | 1)CARE A3
5 ST-Letter of credit ST 1.00 ISSUER NOT (11-Aug- (26-Feb- (05-Mar- (20-Feb-
COOPERATING* 21) 21) 20) 19)

* Long Term / Short Term

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

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

Name of instrument Complexity level
1 Fund-based - LT-Cash Credit Simple
2 Non-fund-based - ST-Bank Guarantee Simple
3 Non-fund-based - ST-Letter of credit Simple

Annexure 5: Bank Lender Details for this Company
To view the lender wise details of bank facilities please click here

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.
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Contact us

Media Contact

Name: Mradul Mishra

Contact no.: +91-22-6754 3573
Email ID: mradul.mishra@careedge.in

Analyst Contact

Name: Parijat Sinha

Contact no.: 9769398029

Email ID: parijat.sinha@careedge.in

Relationship Contact

Name: Saikat Roy

Contact no.: +91-98209 98779
Email ID: saikat.roy@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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