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Facilities/Instruments Amount (X crore) Rating! Rating Action
Long-term bank facilities 90.09 CARE BBB; Positive Reaffirmed
9 (Enhanced from 39.69) !
- 4.00 .
Short-term bank facilities (Enhanced from 1.00) CARE A3+ Reaffirmed
Short-term bank facilities - - Withdrawn

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

For arriving at ratings of Electrical Controls and Systems (ECS), CARE Ratings Limited (CARE Ratings) has taken a combined view
of ECS and Kaizen Switchgear Products (KSP), as they operate under common management platform and are a part of the same
group called “Epoxy House”. They are together referred as the Epoxy group.

Ratings assigned to bank facilities of Epoxy group continue to derive strength from partners’ vast experience and its established
track record of operations in manufacturing electrical equipment and its components, its comfortable capital structure, and debt
coverage indicators backed by adequate liquidity. Ratings further take cognisance of continuous growth in the group’s scale of
operations along with its profitability and diversified and reputed clientele. However, ratings continue to remain constrained
considering constitution of the group’s entities as a partnership firm, profitability susceptible to volatile raw material prices and
exchange rate fluctuations and working capital intensive operations. Ratings also consider its on-going expansion and
diversification capex.

The short-term rating assigned to bank guarantee facility and credit exposure limits are withdrawn, as the said limits are
reclassified and availed as sub limits per sanction letter terms.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors

o Significant increase in total operating income (TOI) beyond X450 crore and profit before interest, lease rentals,
depreciation, and taxation (PBILDT) margin of more than 12% on a sustained basis.
o Improvement in operating cycle to less than 100 days on a sustained basis.

Negative factors

o Significant decline in TOI and decline in PBILDT margin below 10% on a sustained basis along with moderation in debt
coverage indicators.
o Withdrawal of capital by the partners or availment of new debt, leading to deterioration of capital structure marked by

overall gearing above unity.

Analytical approach: Combined

CARE Ratings has considered combined approach as ECS and KSP operate under common management platform and are a part
of the same group called “Epoxy House Group”. They are together referred as Epoxy group, and are engaged in similar line of
business and exhibit cashflow fungibility.

Outlook: Positive

The continuation of positive outlook is considering envisaged growth in TOI and improvement in profitability in the medium term
on back of improved demand of transformers domestically and for international markets and commissioning of enhanced capacity
in ECS. The outlook may be revised to ‘Stable’ in case of lower-than-envisaged growth in TOI or profitability or lower net worth
on conversion of firm to company.

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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Detailed description of key rating drivers:
Key strengths
Experienced partners with an established operational track record in the electrical component manufacturing
industry

Set up in 1973 by Dalsukh Patel, the Epoxy group is engaged in manufacturing electrical equipment (majorly into bushing,
insulators and coils, current transformer, voltage transformer, cast resin transformers and others) for reputed clientele in the
domestic and export markets. The group is currently managed by the second and third generation, Kirit Patel (Chairman and
Managing partner), who has over three and half decades of experience in managing overall businesses of the ‘Epoxy Group’. He
is supported by his brothers, Amit Patel, Prakash Patel, and Arvind Patel and qualified professionals. The group’s manufacturing
facilities are accredited by international organisations including ABB, and Siemens among others. The group has also availed
certification such as ISO 9001:2015, ISO 14001:2015, ISO 45001 among others, which aids it in marketing its products in the
developed markets. The group has also ventured into manufacturing pad-mounting transformer in current year.

Growing scale of operations and profitability

In FY24, Epoxy group’s TOI remained at ¥329.72 crore against 309.66 crore in FY23. In 9MFY25, TOI improved to ¥390.14 crore
considering higher domestic and export sales. Export sales increased owing to sale of new product, pad mounting transformers.
Profitability of epoxy group has remained moderate in FY24 marked by PBILDT margin of 10.93% (FY23: 12.60%) and profit
after tax (PAT) margin of 3.92% (FY23: 6.29%). Slight moderation is considering interest paid to partners’ capital in FY24.
Operating margins improved to 18.66% in 9MFY25 mainly due to sale of high-margin product, pad mounting transformers.
Consequently, PAT margins also improved to 11.47%.

Comfortable capital structure and debt coverage indicators

Epoxy group’s capital structure remained comfortable, marked by an overall gearing of 0.60x as on March 31, 2024 (FY23: 0.67).
Partner’s capital remained comfortable at 153.57 crore as on March 31, 2024 (FY23: X144.19 crore). However, the firms are in
process of conversion into companies, and hence, maintenance of net worth on conversion will be a key rating monitorable. Due
to increasing scale of operations and on-going capex, total debt comprising of term debt and working capital utilisation increased
in 9MFY25, however with accretion of profits to partners’ capital, overall gearing continues to remain comfortable at 0.63x as on
December 31, 2024. Debt coverage indicators also remained comfortable as marked by total debt to gross cash accruals (TDGCA)
of 3.54x (FY23: 3.12x) and PBILDT interest coverage of 4.12x as on March 31, 2024 (FY23: 5.27x). As on December 31, 2024,
due to improved operational performance, TDGCA and interest coverage remained at 1.71x and 9.24x, respectively.

Long-standing relations with diversified and reputed clientele

The group has an established market position in electrical equipment manufacturing industry backed by its strong customer base.
The Group’s clientele includes some of the leading industry players such as ABB India Limited, Schneider Electric India Ltd,
Stelmec Limited, BHEL (rated ‘CARE AA-; Stable/ CARE Al1+'), Larsen and Toubro Ltd, Siemens Ltd and Lucy Electric among
others. Healthy relationships with customers and addition of clients has contributed to the group’s revenue growth. The counter-
party credit risk also remains low because of reputed clientele. Over the years, the customer profile of the group remained fairly
diversified with top five customers contributing ~43% of TOI For FY24 (39% in FY23) for ECS and 62% of TOI for FY24 for KSP
(52% in FY23).

Key weaknesses

Constitution as a partnership firm

The credit risk profile of Epoxy group is constrained by constitution of its entities as a partnership firm, wherein there is an
inherent risk of withdrawal of the capital. In FY24, the partners have withdrawn a part of profits, ¥3.56 crore (314.63 crore
withdrawal in FY23). However, both entities are under process for conversion from firm to company.

Profitability susceptible to raw material price volatility

The key raw materials for Epoxy group are copper, aluminium, laminations, CRGO and other moulding material. Prices of these
metals are linked with international metal prices that have exhibited a volatile trend in the past. However, raw material
procurement for Epoxy group is handled by the key partner, Kirit Patel, who has extensive experience of over three and half
decades in the business. Moreover, raw material procurement is majorly order backed and has claimed price escalation from its
customers in the past in case of steep increase of copper prices. These factors and expertise of management in handling RM
procurement act as mitigants to a certain extent against the volatile raw material prices.

Working capital intensive nature of operations and profitability susceptible to exchange rate fluctuations

The group’s operations are working capital intensive in nature marked by elongated operating cycle of 148 days for FY24 (144
days in FY23). The working capital cycle remains elongated since the group provides high credit of ~120 days to its customers
and raw material procurement (primarily copper) is on spot payment basis.

In FY24, Epoxy group earned ~54% of its revenue from exports (FY23:59%), which exposes its profitability to volatility in
exchange rates, considering imports account only for ~5-10% of its raw material requirement. While the balance exposure is
mitigated to a certain extent through forward contracts and availing term loans in foreign currency, the absence of defined
hedging policy exposes the group’s profitability to exchange rate fluctuations.
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Implementation and stabilisation risk of debt-funded capex

Group is under-going expansion and diversification debt-funded capex. Company has diversified its product portfolio and
commenced operations pertaining to pad mounting transformer in FY25. The company has expanded its facility pertaining to
current transformer and voltage transformer. Total cost estimated for capex is ~%43 crore to be funded through term debt of 334
crore and balance through internal accruals. Of the total capex, the company had incurred ~X26 crore till December 2024. CARE
Ratings observes, capex is expected to be completed by Q1FY26. ECS has been sanctioned 10 crore term debt for the ground-
mounted solar project of 3.25 MW to be disbursed by March-end. It is expected that project will be commissioned by July 2025.

Liquidity: Adequate

Epoxy group had adequate liquidity marked by GCA of ¥26.16 crore (FY23: X30.91 crore) against term debt repayment obligations
of ¥11-12 crore for FY25. The group’s scheduled annual debt repayments are expected to be in the range of X11-17 crore for
FY25-FY27, which are to be met out of its GCA of ¥52-62 crore for projected period. The group’s average utilisation of its fund-
based working capital limits in the last six months ending December 2024 remained moderate at ~73%. Epoxy group has total
sanctioned working capital limits of 75.00 crore to meet its working capital requirements following continuous growth in scale of
operations. Further enhancement of 15 crore in working capital are proposed by the group to support its increasing scale of
operations.

Applicable criteria
Consolidation

Definition of Default

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

Financial Ratios — Non financial Sector

Withdrawal Policy
Short Term Instruments

About the company and industry

Industry classification
Macroeconomic indicator \ Sector
Industrials Capital goods

Industry Basic industry

Electrical equipment Other electrical equipment

Vadodara (Gujarat)-based ECS was formed in 1983 as a partnership firm. The product portfolio of ECS consists of current
transformers, potential transformers/ voltage transformers, coils and cast resin transformers, catering to domestic and
international markets. ECS is a part of the ‘Epoxy House’ group, which has established its presence in manufacturing electrical
equipment since last five decades through its other three entities, Kaizen Switchgear Products (KSP: rated ‘CARE BBB;
Positive/CARE A3+"), Baroda Bushings & Insulators LLP, and Baroda Moulds & Dies. The group also own a solar firm named Green
brilliance Renewable Energy LLP.

‘ Combined (Epoxy Group) ‘

Standalone (ECS)

Brief Financials (X
crore)

March 31,
2023 (UA)

March 31,
2024 (UA)

9MFY25
(Prov.)

March 31,
2023 (A)

March 31,
2024 (A)

9MFY25
(Prov.)

Total operating income 309.66 329.72 390.14 176.20 222.97 301.62
PBILDT 39.01 36.05 72.81 17.99 23.97 64.40
PAT 19.47 12.94 44.76 7.85 7.28 41.32
Overall gearing (times) 0.67 0.60 0.63 0.78 0.71 0.71

Interest coverage (times) 5.27 4.12 9.24 4.68 4.84 12.78

A: Audited, UA: Unaudited, P: Provisional; Note: these are latest available financial results

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years: Annexure-2

Detailed explanation of covenants of rated instrument / facility: Annexure-3

Complexity level of instruments rated: Annexure-4
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https://www.careratings.com/upload/pdf/get-rated/Consolidation%20and%20Combined%20appraoch%20-%20February%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_Jan%202025.pdf
https://www.careratings.com/upload/pdf/get-rated/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20Entities%20-%20Sept%202024.pdf
https://www.careratings.com/upload/pdf/get-rated/Assigning%20Outlook%20or%20Rating%20Watch%20to%20Credit%20Ratings.pdf
https://www.careratings.com/upload/pdf/Rating%20Methodology%20-%20Manufacturing%20Companies%20December%202022(14-12-22).pdf
https://www.careratings.com/pdf/resources/CARE%20Ratings%E2%80%99%20criteria%20on%20Financial%20Ratios%20-%20Non%20Financial%20Sector%20-%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/CARE%20Rating's%20Policy%20on%20Withdrawal%20of%20Ratings%20Dec%202024.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria%20for%20Short-Term%20Instruments%20-Feb%202023.pdf
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Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

2L Maturity Size of the !latmg
Name of the Issuance Coupon Assigned and
DEICNODE Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating
YYYY) Outlook
Fund-based g ) ) i 45.00 CARE. IIBBB;
LT-Cash Credit Positive
Fund-based - CARE BBB;
LT-Term Loan ) ) 31-01-2031 45.09 Positive
Non-fund-
based - 5T- - - . 0.00 Withdrawn
Bank
Guarantee
Non-fund-
based - ST- .
Credit - - - 0.00 Withdrawn
Exposure Limit
Non-fund-
based - ST- - - - 4.00 CARE A3+
Letter of credit
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Annexure-2: Rating history for last three years

Current Ratings

Name of the Date(s) Date(s) Date(s) DEICIO))
Instrument/Bank Amount and_ and_ and_ and_
Facilities Outstanding @ Rating Rat_' ng(s) Rat_| ng(s) Rat_mg(s) Rat_lng(s)
(X crore) _aSSIgned _aSSIgned ?ssmned ?ssmned
in 2024- in 2023- | in 2022- in 2021-
2022
1)CARE 1)CARE 1)CARE
CARE BBB; BBB; BBB;
E:Zﬁ'tc’f:;‘: "L LT 45.00 BBB; - Positive | Stable Stable
Positive (07-Feb- (07-Dec- (08-Nov-
24) 22) 21)
1)CARE 1)CARE 1)CARE
Non-fund-based - ST 4.00 CARE ) A3+ A3+ A3+
ST-Letter of credit ' A3+ (07-Feb- (07-Dec- (08-Nov-
24) 22) 21)
1)CARE 1)CARE 1)CARE
Non-fund-based - ST ) ) ) A3+ A3+ A3+
ST-Bank Guarantee (07-Feb- (07-Dec- (08-Nov-
24) 22) 21)
1)CARE 1)CARE 1)CARE
CARE BBB; BBB; BBB;
;::;’Eg;id SLT- LT 45.09 BBB; - Positive | Stable Stable
Positive (07-Feb- (07-Dec- (08-Nov-
24) 22) 21)
Non-fund-based - 1)CARE 1)CARE 1)CARE
ST-Credit Exposure ST - - - A3+ A3+ A3+
Limit (07-Feb- (07-Dec- (08-Nov-
24) 22) 21)

LT: Long term; ST: Short term
Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of instruments rated

Sr. No. ‘ Name of the Instrument Complexity Level ‘

1 Fund-based - LT-Cash Credit Simple

2 Fund-based - LT-Term Loan Simple

3 Non-fund-based - ST-Bank Guarantee Simple
Non-fund-based - ST-Credit Exposure .

4 . Simple
Limit

5 Non-fund-based - ST-Letter of credit Simple

Annexure-5: Lender details
To view lender-wise details of bank facilities please click here

Note on complexity levels of rated instruments: CARE Ratings 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 clarifications.

5| CARE Ratings Ltd.


https://www.careratings.com/bank-rated?Id=IaSsN48PrDuvVRqEvDAalw==
mailto:care@careedge.in

Press Release Care;’

RATINGS

Contact us

Media Contact Analytical Contacts
Mradul Mishra Kalpesh Ramanbhai Patel
Director Director
CARE Ratings Limited CARE Ratings Limited
Phone: +91-22-6754 3596 Phone: 079-40265611
E-mail: mradul.mishra@careedge.in E-mail: kalpesh.patel@careedge.in
Relationship Contact Sajni Shah

Assistant Director
Ankur Sachdeva CARE Ratings Limited
Senior Director Phone: 079-40265636
CARE Ratings Limited E-mail: Sajni.Shah@careedge.in
Phone: 912267543444
E-mail: Ankur.sachdeva@careedge.in Karan Mehta

Analyst

CARE Ratings Limited

E-mail: Karan.mehta@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings 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 has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings 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 have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings 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 is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For detailed Rationale Report and subscription information,
please visit www.careedge.in
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