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Amount

Facilities/Instruments (X crore)

Rating' Rating Action

. . Downgraded from CARE BB-; Stable
Long Term Bank Facilities 24.22 CAI\I}(ETBéécs)EaEbFI{eA’TIIIS\ISGliER and moved to ISSUER NOT
COOPERATING category
- CARE A4; ISSUER NOT Rating moved to ISSUER NOT
Short Term Bank Facilities 4.00 COOPERATING* COOPERATING category

Details of instruments/facilities in Annexure-1.
*Issuer did not cooperate; based on best available information.

Rationale and key rating drivers

CARE Ratings Limited (CareEdge Ratings) has been seeking information from Emson Tools Manufacturing Corporation Limited
(ETMCL) to monitor the rating vide e-mail communications dated October 13, 2025, October 06, 2025, September 12, 2025,
July 25, 2025, July 11, 2025 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, CareEdge Ratings
has reviewed the rating on the basis of the best available information which however, in CareEdge Ratings’ opinion is not
sufficient to arrive at a fair rating. Further, ETMCL has not paid the surveillance fees for the rating exercise as agreed to in its
Rating Agreement. The ratings on ETMCL's bank facilities will now be denoted as ‘CARE B+; Stable; Issuer Not
Cooperating / 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 assigned to the bank facilities of Emson Tools Manufacturing Corporation Limited (ETMCL) have been revised due to
-non-availability of requisite information. Further, the ratings are constrained by its modest scale of operations, low profitability
margins, weak debt coverage indicators and elongated operating cycle. Further, the ratings continue to remain constrained by
risk associated with foreign exchange fluctuation risk, susceptibility of margins to volatility in raw material prices and its
presence in a highly competitive automotive industry.

The ratings, however, continue to draw comfort from experienced promoters coupled with long track record of operations, long
standing relationship with diversified customer profile and moderate capital structure of the company.

Analytical approach: Standalone
Outlook: Stable

Detailed description of the key rating drivers
At the time of last rating on September 16, 2024 the following were the rating strengths and weaknesses.

Key weaknesses

Modest scale of operations:

ETMCL's scale of operations continues to remain modest with total operating income (TOI) of Rs.94.04 crore and gross cash
accruals (GCA) of Rs.2.01 crore respectively, during FY24 (PY: Rs.100.34 crore and Rs.1.19 crore respectively). The decline in
TOI is due to lower volume sales particularly from the exports market as the European markets witnessed subdued demand
from automobile segment. The modest scale limits the company’s financial flexibility in times of stress and deprives it of the
benefits arising out of economies of scale. Further, the company has achieved total operating income of ~Rs.35.00 crore during
5MFY25 (refers to the period from April 1, 2024 to August 31, 2024; based on provisional results) and was expected to achieve
a turnover of more than ~Rs.100.00 crore for FY25 on account of improvement in demand wherein industry is poised to sustain
its sales momentum and company had an order book of ~Rs.30.00 crore which was envisaged to be completed by October,
2024.

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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Low profitability margins and weak debt coverage indicators:

The profitability margins of the company stood low and remained range bound between 4%-6% for the last three financial
years (FY22-FY24) on account of its presence in a highly competitive nature of industry leading to limited bargaining power with
its customers. PBILDT margin of the company has improved and stood at 5.15% in FY24 as against 4.24% in FY23 on the back
of proportionate decline in overheads. Further, PAT margin also improved and stood at 0.67% in FY24 as against 0.28% in
FY23. Further, the debt coverage indicators of the company continue to remain weak as marked by interest coverage ratio and
total debt of GCA which stood at 1.68x and 15.80x respectively, in FY24 (P.Y.: 1.64x and 23.98x respectively). The
improvement is on account of high PBILDT leading to higher gross cash accruals.

Elongated operating cycle

The operations of the company continue to remain elongated as marked by operating cycle of 148 days for FY24 (P.Y.: 126
days). Owing to large product portfolio, the company is required to maintain adequate inventory in the form of raw material to
ensure smooth production process as well as maintain stock of finished products in order to meet the immediate demand of the
customers which resulted in an average inventory holding period of around 116 days for FY24. Further, owing to its presence in
highly competitive industry, the firm has to offer liberal credit period of around a 2-3 months to its customers wherein; there is
generally delay in the realizations from the railways segment; since the year end payments are made in the next financial year
once the budget is allocated to the department. Further, the company receives payable period of around 2-3 month from its
suppliers.

Foreign exchange fluctuation risk

The profitability margins of ETMCL are exposed to foreign exchange fluctuation risk, as the company derives its revenue from
export markets also which stood ~17% in FY24 (PY: 19%). However, the raw material is mainly procured from domestic
markets. With initial cash outlay for procurement in domestic currency and significant chunk of sales realization in foreign
currency, ETMCL is exposed to the fluctuation in exchange rates which the company does not hedge. Thus, ETMCL'’s operating
margins and cash accruals remains vulnerable to the adverse fluctuation in exchange rates. Further, the company has recorded
gain of Rs.0.39 crore in FY24 as against Rs.0.19 crore in FY23 due to favorable foreign currency fluctuations.

Susceptibility of margins to volatility in raw material prices:

ETMCL operates in an industry wherein the raw material cost is one of the major cost drivers and hence, any sharp volatility in
raw material prices may negatively impact the company’s profitability. The major raw materials for the company are alloy steel
and non-alloy steel, etc., the prices of which remain volatile. The company does not enter into any long-term agreement for
procurement of these raw materials and sources its raw material on requirement basis from the domestic market at prevailing
market prices thereby, exposing it to any sharp volatility in prices, which may also have a direct bearing on operating margins
of the company. Though, the company tries to pass on the price volatility to the end users through price revision mechanism
from its customers, any sudden adverse fluctuations in raw material prices may not be passed on to customers completely
owing to company’s presence in highly competitive industry and may adversely affect the profitability of the company.
Furthermore, the domestic steel prices are currently hovering around a marginal discount to international prices, as domestic
steelmakers believe any further increase in the prices may weigh down their domestic sales volumes.

Presence in a highly competitive automotive industry:

ETMCL operates in a highly competitive industry wherein there is presence of a large number of players in the organized as well
as unorganized sectors. The industry is characterized by low entry barriers due to low technological inputs and easy availability
of standardized machinery for the production. Furthermore, the auto component industry is largely unorganized in structure,
consisting of around 45-50% of the overall industry size. While the organized segment primarily caters to the OEM segment,
the unorganized segment mainly caters to the replacement market and to tier II and III suppliers.

Key strengths

Experienced promoters coupled with long track record of operations:

ETMCL is a family run business. The company is currently managed by Mr. Abhinav Dhall, Mrs. Devender Dhall and Ms. Priya
Dhall. Mr. Abhinav Dhall is M.B.A. by qualification and holds experience of around two decades in the metal forged components
manufacturing business and looks after the overall operations of the company. Mrs. Devender Dhall and Ms. Priya Dhall are
graduates by qualification and holds experience of more than two decades in the metal forged components manufacturing
business and looks after the general administration. This long-standing experience and expertise in the industry has enabled
them to establish good relationship with its customers over the years which has enabled it to garner repeat orders.

2 CARE Ratings Ltd.
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Long-standing relationship with diversified customer profile:

ETMCL has been operational for more than two decades in metal forged components manufacturing business and has been able
to establish healthy relationship with its customers. In light of the established relationship, the company managed to get repeat
orders from its customers. The top nine customer concentration risk stood moderate ~45%, with no individual customer
contributing more than 20% of total sales in FY24. Aided by its diversified customer base, the company does not have reliance
on any single customer pertaining to its revenue source, which in turn stabilize their financial position, and thereby reduces the
risk of financial vulnerability arises due to concentration in from any particular customer in near future.

Moderate capital structure:

The capital structure of the company stood moderate as marked by overall gearing ratio which stood at 1.65x as on March 31,
2024 showing deterioration from 1.53x as on March 31, 2023 mainly on account of higher utilization of working capital
borrowings during the year. Further, the capital structure is expected to remain at moderate levels in the near to medium term.

Applicable Criteria:

Criteria on Information Adequacy Risk and Issuer Non-Cooperation
Policy on Default Recognition

Financial Ratios — Non-financial Sector

Manufacturing Companies

Criteria on Assigning ‘Outlook’ or ‘Rating Watch’ to Credit Ratings

Auto Components & Equipments
Short Term Instruments

About the company and industry

Industry classification

Sector Industry Basic industry

Macroeconomic indicator

Consumer Discretionary Automobile and Auto Auto Components Auto Components &

Components Equipments

Ludhiana (Punjab) based, Emson Tools Manufacturing Corporation Limited (ETMCL) was incorporated as a private limited
company in April, 1996. The company is currently being managed by Mrs. Devender Dhall, Mr. Abhinav Dhall and Ms. Priya
Dhall. It is engaged in the manufacturing of metal forged components such as bale spears, connecting rods, gears, shafts,
shifting fork, screw couplings, brake block hanger, etc. The manufacturing facility of the company is located at Ludhiana,
Punjab with an installed capacity to manufacture 14,400 metric tonnes (MT) per annum of metal forgings, as on March 31,
2024. The products manufactured by the company find its application in diverse sectors such as automobile sector, railway
segment, agriculture sector, etc. The company is generating ~60% of its revenue from automobile sector itself. The company
procures orders from Indian Railways through the bidding process.

March 31, 2024 (A) 5MFY25 (Prov.)

Brief Financials (X crore)

March 31, 2023 (A)

Total operating income 100.34 94.04 35.00
PBILDT 4.25 4.84 -
PAT 0.28 0.63 -
Overall gearing (times) 1.53 1.65 -
Interest coverage (times) 1.64 1.68 -

A: Audited; Prov: 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

Covenants of rated instrument / facility: Annexure-3
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Complexity level of various instruments rated: Annexure-4
Lender details: Annexure-5

Annexure-1: Details of instruments/facilities
Coupon

Maturity Size of

Name of the Date of Issuance Rating Assigned and

Instrument ISIN | pp-MM-YYYY) ?;:‘; 3&%33} t(';ec::zsr:;’ Rating Outlook
Fund-based - LT- ) ) ) 18.50 CARE B+; Stable; ISSUER
Cash Credit : NOT COOPERATING*
Fund-based - LT- CARE B+; Stable; ISSUER
Term Loan - - February, 2037 272 NOT COOPERATING*
Non-fund-based - ) ) ) 4.00 CARE A4; ISSUER NOT
ST-BG/LC : COOPERATING*

*Issuer did not cooperate; based on best available information.

Annexure-2: Rating history for last three years

Name of Current Ratings

Rating History

the Date(s) Date(s) Date(s) Date(s)
Instrument Amount and and and and
/Bank Type | Outstanding Rating GELI Q) Rating(s) GEL Q) Rating(s)
Facilities (X crore) assigned in | assigned in assigned in | assigned in
2025-2026 | 2024-2025 2023-2024 | 2022-2023
1)CARE BB-;
Stable
CARE B+ (16-Sep-24)
Fund-based - Stable; . | 1)CARE BB-;
LT-Cash LT 18.50 | ISSUER NOT | - 2ICPREBE | Stable -
Credit ESOPERATIN ISSUER NOT (29-May-23)
COOPERATI
NG*
(21-Aug-24)
1)CARE BB-;
Stable
CARE B+; (16-Sep-24)
Fund-based - Stable; . | 1)CARE BB-;
LT-Term LT 5.72 ISSUER NOT | - gzacng BB-; Stable -
Loan (C;(QOPERATIN ISSUER NOT (29-May-23)
COOPERATI
NG*
(21-Aug-24)
1)CARE A4
(16-Sep-24)
Non-fund- CARE A4;
based - ST- ST 4.00 ISSUER NOT | _ 2)CARE A4; | 1)CAREA4 |
BG/LC COOPERATIN ISSUER NOT | (29-May-23)
G* COOPERATI
NG*
(21-Aug-24)

*Issuer did not cooperate; based on best available information.
LT: Long term; ST: Short term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not Applicable
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Annexure-4: Complexity level of instruments rated

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-BG/LC Simple

Annexure-5: Lender details

To view lender-wise details of bank facilities please click here

Note on complexity levels of rated instruments: CareEdge Ratings has classified instruments rated by it based on
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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Mradul Mishra Shachee Vyas
Director Assistant Director
CARE Ratings Limited CARE Ratings Limited
Phone: +91-22-6754 3596 Phone: +91-079-40265665
E-mail: mradul.mishra@careedge.in E-mail: shachee.tripathi@careedge.in
Relationship Contact Aniket Shringarpure

Lead Analyst
Ankur Sachdeva CARE Ratings Limited
Senior Director Phone: +91-079-40265659
CARE Ratings Limited E-mail: Aniket.Shringarpure@careedge.in
Phone: +91-22-6754 3444
E-mail: Ankur.sachdeva@careedge.in Krishna Soni

Analyst

CARE Ratings Limited

E-mail: Krishna.soni@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 Reserve Bank of India.
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. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). 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. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date
of the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent
verification of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from
reliable and credible sources. CareEdge 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. The users of the rating should rely on their own judgment and may take
professional advice while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to
the user of the rating. The use or access of the rating does not create a client relationship between CARE and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings
does not act as a fiduciary by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge 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. CareEdge Ratings has established policies and
procedures as required under applicable laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2025, CARE Ratings Limited. All Rights Reserved.
This content is being published for the purpose of dissemination of information. Any use or reference to the contents herein on an “as-is” basis is permitted with due
acknowledgement to CARE Ratings. Reproduction or retransmission in whole or in part is prohibited except with prior written consent from CARE Ratings.

61 CARE Ratings Ltd.



mailto:mradul.mishra@careedge.in
mailto:shachee.tripathi@careedge.in
mailto:Aniket.Shringarpure@careedge.in
mailto:Krishna.soni@careedge.in
https://ind01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.careratings.com%2F&data=05%7C02%7CVipin.Nair%40careedge.in%7C7117d57a36aa476422e508dd93a86eb9%7C5fb92d802f9b45eb857f45b58dcb54ba%7C1%7C0%7C638829074116546553%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=AyTgf1BGPXIdPT81tMnaIJnDdr%2BkB15ijiNnVI83UJo%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.careratings.com%2Fprivacy_policy&data=05%7C02%7CVipin.Nair%40careedge.in%7Cbb911a13b5334483eff108dd92b77787%7C5fb92d802f9b45eb857f45b58dcb54ba%7C1%7C0%7C638828038864182986%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=jd82NrLpbtDDNJitNvGaOOeV7ENXPDR%2BhxCofon9l30%3D&reserved=0

