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/Instruments Amount

Rating Action

(Rs. crore)
I CARE BB+; Stable .
Long Term Bank Facilities 2.37 (Double B Plus; Outlook: Stable) Assigned
CARE BB+; Stable / CARE A4+
Lon_g_ '_I'erm / Short Term Bank 2.50 (Double B Plus; Outlook: Stable/ Reaffirmed
Facilities (Reduced from 10.50) A Four Plus)
Short Term Bank Facilities 23.50 ( : IAZEErﬁ;T:s) Reaffirmed
35.37

Total Bank Facilities (Rs. Thirty-Five Crore and

Thirty-Seven Lakhs Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The ratings assigned to the bank facilities of Elektrolites Power Private Limited (EPPL) continue to remain constrained on
account its modest scale of operations with low revenue visibility, presence in a highly competitive and fragmented industry and
vulnerability of margins to fluctuation in raw material prices and stretched liquidity.

The ratings, however, favourably take into account experience of its promoters with its long track record of operations in the
industry, its established client base, diversified product profile, recognized in-house Research & Development facility and
comfortable capital structure.

Rating Sensitivities

Positive Factors - Factors that could lead to positive rating action/upgrade:
e Sustained increase in scale of operations of the company above Rs.65 crore
e  Sustained improvement in profitability margin with PBILDT margin more than 11% and PAT margin more than 2%
e Sustained improvement in liquidity position with operating cycle less than 150 days.

Negative Factors- Factors that could lead to negative rating action/downgrade:
e Decline in scale of operations below Rs.30 crore
e Deterioration in capital structure marked by overall gearing more than 1 times
o Deterioration of profitability margin with PBILDT margin below 5% on a sustained basis.
e Continued elongation of operating cycle to more than 250 days.

Detailed description of the key rating drivers

Key Rating Weaknesses

Modest scale of operations and profitability

Total Operating Income (TOI) of the company has declined by 21% to Rs.35.14 in FY21 over FY20 (Rs.44.60 crore in FY20),
mainly on account of delay in orders execution and business disruptions caused by the covid-19 pandemic.

The profitability of the company remained moderate marked by PBILDT margin and PAT margin of 10.14% and 3.58%
respectively in FY21 as against 6.83% and 1.21% respectively in FY20. PBILDT margin of EPPL improved by 331 bps in FY21
over FY20, mainly on account of decrease in promotional & travel expenses along with raw material costs. With improvement in
PBILDT margin along with decline in depreciation and interest expenses, the PAT margin of the company improved by 237 bps
in FY21 over FY20. With increase in PAT level, GCA has also increased by 85% in FY21 over FY20 but stood low at Rs.1.95
crore in FY20.

Low order book

As on January 27, 2022, EPPL had an order book position of Rs.31.53 crore (against Rs.37.12 crore as on December 31, 2020)
translating to 0.90 times of TOI of FY21, translating in near term revenue visibility. However, company receives regular orders
from its clients.

Stiff competition due to fragmented nature of the industry with presence of many unorganized players

The company is present in the electrical equipment industry which is highly fragmented and competitive in nature with the
presence of several domestic players. The high fragmentation restricts the pricing flexibility and bargaining power of players
which is further intensified by tender-based nature of the industry. Overall, it restricts profit margins of players. However, with
the various government bodies being the primary end users of the products, pre-qualification with the entities like State Power

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Utilities (SPUs) act as an entry barrier in the industry. EPPL is a pre-qualified vendor with SPUs which provides credibility to its
products.

Key Rating Strengths

Experienced management in the electrical equipment industry

Mr. Anil Kumar Saboo, Managing Director, looks after the overall affairs of the company. He is an engineer graduate by
qualification and has experience of around 35 years in the industry. Currently, he is the President of IEEMA (Indian Electrical &
Electronics Manufacturers Association). The company also has a team of qualified technical personnel to support the
management. With the long-standing presence of the promoters in the industry, the promoters have established good clientele
base in the industry.

Established track record of operations with established client base

EPPL was incorporated in the year 1994 and hence, has a track record of more than two decade in the industry having
established relationship with its customers and suppliers. It has long business association with State Power Utilities (SPUs) of
Rajasthan, Uttar Pradesh, Delhi, Gujarat, Chhattisgarh, Madhya Pradesh, Punjab, Orissa and Maharashtra. EPPL also supplies its
products to leading Public Sector Undertakings (PSUs) such as NTPC Limited, Power Grid Corporation of India Limited and
Bharat Heavy Electricals Limited (BHEL). Further, it sells its products to well-known private organizations like ABB India Limited.
Moreover, it exports its product to African as well as South East Asian countries.

In FY21, top 5 customers of EPPL contributed around 50.74% of net sales with Larsen & Toubro Limited having highest
contributor of around 22.34% in FY21. Further, top five suppliers formed around 52.43% of total purchase in FY21 as against
45.47% in FY20.

Diversified product profile

The company offers diversified products in electrical equipment industry. The products of the company include variety of semi-
automatic and fully-automatic electrical equipment, Disconnectors/Air Break Switches, Surge Arresters, Load Break Switch and
VCB Sectionalizer/Recloser. Company has also tied up with foreign entities for introduction of new products.

In-house testing facility and recognized in-house Research & Development Facility

The company is undertaking regular capex plan for enhancing its research and development facility and enhance the quality of
its products. The company has advanced in-house testing equipment to test the various factors of products manufactured like
High Voltage Test, Mechanical Endurance Test, Temperature Rise Test, Circuit Breaker Timing Analysis, Lightning Impulse Test,
Reference Voltage Test, Residual Voltage Test, Partial Discharge Test, Accelerated Test and Test on Auxiliary Circuit. Further, it
is actively working on R&D for galvanized switches and other automated switched gears with smart equipment and thus going
forward will increase its product range and clientele base.

Comfortable capital structure with moderate debt coverage indicators

Though company availed new Covid-19 GECL working capital loans of Rs.2.37 crore in FY21, the capital structure of the
company remained comfortable marked by overall gearing of 0.48 times as on March 31, 2021.

Debt coverage indicators of the company improved with total debt to GCA of 6.73 times as on March 31, 2021 from 12.08 times
as on March 31, 2020 owing to higher GCA. Interest coverage also improved from 1.35 times in FY20 to 2.05 times in FY21
owing to increase in PBILDT. However, the debt coverage indicators remained moderate.

Liquidity: Stretched

The liquidity position of the company continued to remain stretched during FY21 with further elongation in its operating cycle
from 224 days in FY20 to 271 days in FY21 owing to increase in average inventory holding period and collection period due to
decline in scale of operations. On absolute terms, the level of inventory & receivables in FY21 remains the same level as
FY20.Debtors of the company stood high at Rs.20.35 crore as on March 31, 2021. however, the same has reduced to Rs.15.39
crore as on December 31, 2021, mainly on account of recovery of stuck debtors. The level of debtors on an average remains
high mainly due to delayed payment from government department as well as from private customers, alongwith covid pandemic
disruptions. Cash flow from operating activity decreased from Rs.9.03 crore in FY20 to Rs.2.84 crore in FY21 with similar level
of inventory and receivables as compared to previous year. Further, in FY21 EPPL has utilized average of 80% of its working
capital borrowing and 68% of BG and 50% of LC i.e non-fund based limit during last twelve months ended December 31, 2021.
It has free cash and bank balance of Rs.0.19 crore as on March 31, 2021 while debt repayment obligations for FY22 are
expected to be met out of its cash accruals. Further, it availed term loan of Rs.1.00 crore and Rs.1.37 crore under COVID-19
relief measures.

Analytical approach: Standalone

Applicable Criteria

Policy on default recognition

Financial Ratios — Non financial Sector

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

Short Term Instruments

Manufacturing Companies
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About the Company

Jaipur (Rajasthan) based EPPL was earlier formed as a partnership concern with the business of trading in power station
equipment in 1966. Over the years, it expanded its business along with the expansion of its product range. Further, it changed
its constitution to private limited company in 1994. Presently, it is promoted by Mr. Anil Kumar Saboo along with family
members. The promoters have also promoted Excel Associates Private Limited (EAPL) in 1995 with an objective to support EPPL
for supplying steel casting and galvanized products. However, from FY21, EAPL’s business operations have been discontinued.
EPPL is engaged in the business of manufacturing/assembling, designing and testing of electrical items such as Isolators,
Disconnectors/Air Break Switch, Surge Arresters, Load Break Switch, VCB Sectionalizer and other transmission line hardware.
Further, the company has total 4 wind mills with an installed capacity of 2.40 Mega Watt (MW) located in the state of Rajasthan
and has Purchase Power Agreement (PPA) agreement with respective SPUs.

Brief Financials (Rs. crore) 31-03-2020 (A) 31-03-2021 (A) 9MFY22 (P)

Total operating income 44.60 35.14 22.64
PBILDT 3.05 3.56 NA
PAT 0.54 1.26 NA
Overall gearing (times) 0.49 0.48 NA
Interest coverage (times) 1.35 2.05 NA

A: Audited P: Provisional; NA: Not available

Status of non-cooperation with previous CRA: Not Applicable

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

Coup | Maturit @ Size of the

Name of the IS Date of on Issue Rating assigned along with
Instrument IN Issuance y Rating Outlook
Rate Date Rs. crore
Non-fund-based - ST-Bank ) ) ) 12.00 CARE Ad+
Guarantee
Non-fund-based - ST-Letter of ) _ _ 11.50 CARE Ad+
credit
Fund-based - LT/ ST-Bank - - - 9.50 CARE BB+; Stable / CARE A4+
Overdraft
Fund-based - LT-Working ) ) March .
capital Term Loan 2024 2.37 CARE BB+; Stable

Annexure-2: Rating History of last three years

Current Ratings Rating history
Date(s) & Date(s) & Date(s) &
DELD 1S Amount Rating(s) Rating(s) Rating(s) Datfe(s) =
Instrument/Bank . . . . . Rating(s)
o Type Outstanding Rating | assigned assigned assigned . .
Facilities . - - assigned in
(Rs. crore) in 2021- in 2020- in 2019- 2018-2019
2022 2021 2020
1 | Fund-based - LT- LT ) ) ) ) ) 1)Withdrawn
Term Loan (06-Dec-18)
1)CARE
) Non-fund-based - ST 12.00 CARE ) A4t 1)CARE A3 | 1)CARE A3
ST-Bank Guarantee Ad+ (02-Feb-21) (19-Nov-19) | (06-Dec-18)
3 Non-fund-based - ST 11.50 CARE ) ilC_'_ARE 1)CARE A3 1)CARE A3
ST-Letter of credit A4+ (02-Feb-21) (19-Nov-19) | (06-Dec-18)
(B:QE,E 1)CARE é%%‘}BE 1)CARE BBB-;
Fund-based - LT/ " ! _ BB+; Stable ! Positive /
4 | sT-Bank Overdraft | -7/ST 950 Stable / / CARE A4+ | Negatve /| -ppr a3
CARE (02-Feb-21) | SAREAS 1 (6 pec-18)
A4+ (19-Nov-19)
Fund-based - LT- CARE
5 | Working capital LT 2.37 BB+;
Term Loan Stable

* Long Term / Short Term
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Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not Applicable

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

Name of instrument Complexity level

1 Fund-based - LT-Working capital Term Loan Simple
2 Fund-based - LT/ ST-Bank Overdraft Simple
3 Non-fund-based - ST-Bank Guarantee Simple
4 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.

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

Analyst Contact

Name: Nikita Akhilesh Goyal
Contact no.: 9824371174

Email ID: nikita.goyal@careedge.in

Relationship Contact

Name: Deepak Purshottambhai Prajapati
Contact no.: +91-79-4026 5656

Email ID: deepak.prajapati@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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