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Facilities/Instruments Amount (X crore) Rating! Rating Action

Long Term / Short Term Bank Facilities 40.00 CARE BB; Stable / CARE A4 Assigned

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The ratings assigned to the bank facilities of Leapfrog Engineering Services Limited (LESL) remain tempered by moderate scale
of operations, working-capital-intensive nature of business as reflected by elongated receivable cycles translating in to higher
level of bank limit utilisation, exposure to high customer concentration, and dependence on milestone-based collections which
exposes the company to counterparty risk, especially in new international markets. The ratings also factor the company’s presence
in a highly competitive and fragmented engineering, procurement, construction and commissioning (EPCC) landscape, exposure
to tender-driven business, and the inherent execution risks associated with large overseas turnkey projects.

In order to enter newer markets, the company had offered longer credit terms to one of its large customers, resulting which the
receivable had significantly increased to Rs.108 crore as on March 31, 2025 from Rs.12 crore as at March 31, 2024, which
however, improved to Rs.66 crore as on December 08, 2025. Despite decrease in overall receivable, the receivables beyond 180
days continue to remain high. Hence, the ability of the company to realise the receivable in a timely manner thereby resulting in
lower working capital utilisation remain a key monitorable.

The ratings, however, draw strength from experienced promoters with over two decades of presence in EPCC segment, its healthy
and improving profitability profile, comfortable capital structure supported by equity infusion in FY25 through pre IPO placement,
and a strong un executed order book position of X381 crore providing medium-term revenue visibility.

The CARE Edge ratings take note of that the company has filed a DRHP in February 2025 and plans to raise funds to an extent
of about Rs.70 to 80 crore in the near term.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

o Sustained scale up in Total Operating Income (TOI) above X250 crore with maintaining PBILDT margins over 15% on a
sustained basis.

o Reduction in gross current asset (GCA) days to below 200 days and receivable days below 120 days on a sustained basis,
resulting in reduced utilisation of banking limits thus providing liquidity cushion.

Negative factors

e Decline in TOI below X100 crore or PBILDT margin falling below 12% on a sustained basis.
e  Stretch in working capital cycle with GCA days exceeding 250 days or receivable days above 180 days.
e Significant increase in debt levels, deterioration in capital structure with Overall Gearing above unity.

Analytical approach: Standalone

Outlook: Stable
The ‘Stable’ outlook reflects CARE Ratings’ expectation that LESL will continue to benefit from export order book and demonstrated
ability to execute medium-to-large scale EPC projects coupled with experienced promoter.

Detailed description of key rating drivers:

Key weaknesses

Modest scale of operations

Leapfrog Engineering Services Limited’s total operating income (TOI) has witnessed sharp growth over the past four years,
increasing from 23.51 crore in FY21 to X162.32 crore in FY24, reflecting a strong CAGR driven by large export EPC orders.

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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However, the company reported a moderation of around 15.9% in TOI to X136.48 crore in FY25, primarily due to large part of
FY25 was spent on service-heavy executions while material supply and revenue billing was done in subsequent quarters in FY26.
Although the revenue is on an increasing trend, it remains volatile and is dependent on the order inflow and timely execution.

High customer and geographical concentration risk

Leapfrog remains exposed to high customer concentration, although the risk moderated slightly in FY25. During FY24, the top 10
customers contributed around 99% of the total turnover (X155.98 crore out of X162.32 crore), indicating extremely high
dependence on a few clients. In FY25, the concentration reduced marginally with the top 10 customers contributing about 85%
of total income (X115.12 crore out of ¥136.48 crore). Despite this improvement, the revenue base continues to remain highly
concentrated, exposing the company to the risk of volatility in orders and cash flows in case of delay or loss of any major customer.

The company is also exposed to geographical concentration at the country level. In FY23 and FY24, exports were largely driven
by Kuwait, which contributed X87.05 crore and ¥140.20 crore respectively, forming the majority of total revenues in those years.
In FY25, the concentration shifted to Bahrain, which alone contributed X70.03 crore out of total revenues of X134.66 crore,
accounting for over 50% of turnover, while Kuwait's share declined sharply to X13.47 crore. Although this reflects market
diversification at a client level, country-level dependence continues to remain high, making revenues vulnerable to regional
economic and project-related risks. Further, the company faces state-wise concentration within its domestic operations. Karnataka
continued to be the dominant contributor, accounting for 62% of domestic revenue in FY23, 71% in FY24, and as high as ~73%
in FY25. The remaining domestic revenues were spread across a few states such as West Bengal, Andhra Pradesh and Maharashtra
with relatively small contributions. This high reliance on a single state exposes the company to local execution, policy and
competitive risks, thereby limiting geographical diversification within India

Working capital intensive operations with elongated receivable cycle

The company used to follow a mile stone based approach till FY24, with most of its customers, wherein, the company used to
get 10% advance, while the balance 80-90% on a milestone basis, resulting which the company used to realise almost 80% by
the time it dispatches the final product. However, in FY25, in order to enter the other markets of middle east particularly Bahrain,
the company had given a credit of 90 days, resulting in stretched receivable.

Working capital pressures intensified in FY25, with receivable days increasing sharply to 161 days (31 days in FY24) after the
company extended 90-day credit to a new Middle East customer. This resulted in negative CFO of 21 crore and increased
dependence on supplier credit (creditor days rose to 123). Although the company has transitioned to LC-backed billing for major
export clients expected to normalise receivables from H2FY26 working capital intensity remains structurally high given milestone-
based execution and customer concentration in a few overseas markets. Any delay in collections, LC issuance, or customer
acceptance continues to pose liquidity risk and is a key monitorable for the rating.

Exposure to raw material price fluctuation risk with limited cost pass-through

Leapfrog Engineering Services Limited is exposed to raw material price volatility, as raw material cost accounted for around 57%
of the total operating cost in FY25. Key inputs include power transformers, switchgears, relays, panels, cables, conductors, and
structural steel, which are largely procured domestically. The company does not have long-term procurement contracts with its
suppliers, which makes it vulnerable to fluctuations in prices of steel, copper, and electrical equipment. The company’s modest
scale of operations and presence in a highly competitive environment limit its ability to fully pass on cost increases, particularly
for fixed-price export and domestic contracts. Any sharp increase in input prices during the project execution phase can therefore
lead to margin pressure and volatility in profitability, especially for projects with longer execution cycles.

Intensely competitive and tender-driven nature of operations

Leapfrog Engineering Services Limited operates in a highly competitive and tender-driven EPC business, where order inflows and
growth are dependent on the company’s ability to successfully win competitive bids. The presence of several domestic and
international players, including large multinational companies, limits pricing flexibility and bargaining power, thereby exposing the
company to the risk of aggressive bidding and pressure on profitability margins.

Execution also depends on timely customer approval of drawings, milestone clearances, and shipment schedules. Delays in
customer approvals or geopolitical disruptions in Middle Eastern markets could affect the company’s revenue timing and cash
flows.

Vulnerability to forex fluctuations and international logistics risks

Although material cost advantages support margins, the company is exposed to currency volatility and shipping delays inherent
in export-heavy projects. Even though freight is often recovered from customers, disruptions in ports, customs clearance delays,
or changes in logistics terms can impact project timelines. Lack of a formal hedging policy increases exposure to forex risk.
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Key strengths

Experienced promoters with strong engineering capability

LESL benefits from the extensive domain experience of its promoters, who bring more than two decades of expertise in EPCC
contracting across electrical, automation, and industrial system integration. The company’s ability to undertake complex
engineering-intensive assignments stems from its in-house design and modular substation capabilities, allowing it to deliver
projects from application engineering through commissioning. The management’s strategy of completing up to 60% of
engineering work before order award provides a structural advantage, significantly reducing execution time and strengthening
customer confidence. This has directly contributed to LESL’s improved win rate in export markets, reflected in its order book of
%381 crore, which stands at nearly 2.8x of FY25 revenues, providing medium-term revenue visibility.

Export-driven business model with superior margin profile

The company derives around 80% of revenue from export orders, primarily from Kuwait and newly entered Bahrain. Export
projects command relatively higher PBILDT margins well above domestic margins and this margin differential helped LESL sustain
strong profitability even in FY25 despite a revenue decline. FY25 PBILDT margin stood at 18.09%, supported by execution of
high-margin engineering-heavy work. The rising contribution of service and automation engineering in H1FY26 further
strengthened operating profitability, with PBILDT of X5.75 crore on revenue of ¥41.73 crore, representing margins above 15%.
The ability of the company to improve scale and maintain PBILDT margins at current level remain key monitorable.

Robust engineering differentiation and competitive positioning

LESL derives a competitive advantage from its lean engineering cost structure, which enables it to compete effectively with much
larger players. The company completes a significant portion of engineering at the bid stage itself, allowing quicker mobilisation
after order award. This cost-efficient and execution model has supported the company in securing large export orders and building
a healthy order book despite its relatively modest scale. Hence, its ability to maintain lower costs and sustain profitability margins
at an increased scale will remain a key monitorable.

Comfortable capital structure and debt coverage indicators, as a result of improved profitability and infusion of
fresh equity by private placement (Pre IPO)
The capital structure improved materially in FY25 as net worth increased to ¥53 crore as on March 31, 2025 (FY24 end: X21.5

crore) following strong accruals and equity infusion. Overall gearing improved to 0.38x, and TD/PBILDT remained low at 0.81x,
reflecting limited reliance on debt and an asset-light operational model. Interest coverage remained comfortable at 7.8x in FY25.
However, the utilisation of bank limits remained high, with utilisation of limits over 90% in most months over last 9 months ended
November 2025. The company has raised Rs.15.80 crore of equity from a group of investors. Thus improving the networth base
to Rs.53 crore as on March 32, 2025.

Also, the company is planning an IPO on SME platform estimated to raise ~X78-80 crore. Accordingly, the company has filed a
DRHP in February 2025, which would depend on regulatory procedures. Hence, timely raising of IPO and accruing envisaged
benefit from the IPO remains to be seen.

Liquidity: Stretched

LESL’s liquidity remains stretched, marked by a sharp increase in its debtor collection period to 161 days in FY25, compared with
31 days in FY24, reflecting extended credit offered to a major international customer. Consequently, the company’s Gross Current
Asset (GCA) days increased to 236 days in FY25 from 75 days in FY24, indicating higher working capital blockage and a negative
operating cash flow of 21 crore during the year. Fund-based working capital utilisation has remained elevated at around 83%
over the past twelve months, while non-fund-based utilisation has hovered near 67%. Despite these constraints, liquidity is partly
supported by cash balance of X8.29 crore, and a low repayment obligation on existing term debt. Furthermore, the company’s
shift towards LC-based collection terms is expected to materially shorten the receivable cycle. The company plans to raise
approximately Rs.70 crore to X80 crore through the public issue, following a successful private placement of X15.8 crore completed
earlier in FY25. Accordingly, the company has filed a DRHP in February 2025. Although, the company plans to come out with an
IPO in the near term, however, it is subject to market conditions and regulatory timelines.

Assumptions/Covenants: Not applicable
Environment, social, and governance (ESG) risks: Not applicable

Applicable criteria
Definition of Default
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Financial Ratios — Non financial Sector
Construction Sector
Short Term Instruments
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About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry \ Basic industry
Industrials Capital Goods Electrical Equipment Other Electrical Equipment

Bengaluru (Karnataka) based Leapfrog Engineering Services Limited (LESL) was incorporated in May 2005. The company is an
EPC player engaged in business of engineering contracting and providing turnkey solutions across electrical systems,
instrumentation, industrial automation, fire protection, building automation and modular substations. LESL is managed by
promoters Prabhav Narasimha Rao & Priyashaila Prabhav Rao along with support of other directors.

Brief Financials (% crore) | March 31, 2024 (A) March 31, 2025 (A) |
Total operating income 162.32 136.48
PBILDT* 25.62 24.69
PAT 16.01 16.22
Overall gearing (times) 0.66 0.38
Interest coverage (times) 9.90 7.78

A: Audited; Note: these are latest available financial results
*PBILDT: Profit before interest, lease rentals, depreciation and tax

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

Lender details: Annexure-5
Annexure-1: Details of instruments/facilities

Size of the Rating
Name of the Date of Coupon Maturity Assigned and
Issue .
Instrument Issuance Rate (%) Date Rating
(X crore)
Outlook
- - - 40.00 Stable / CARE
fund-based- A4
LT/ST

Annexure-2: Rating history for last three years

Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)
Name of the
Instrument/Bank Amount and and and and
Facilities Type Outstanding = Rating Rat_mg(s) Rat_mg(s) Rat_lng(s) Rat_lng(s)
( crore) assigned assigned assigned assigned
in 2025- in 2024- in 2023- in 2022-
2026 2025 2024 2023
CARE
Fund-based/Non- BB;
1 fund-based-LT/ST LT/sT 40.00 Stable /
CARE A4

LT/ST: Long term/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/Non-fund-based-LT/ST 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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About us:

Established in 1993, CareEdge 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, CareEdge 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, CareEdge 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. CareEdge 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 CareEdge Ratings 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.

For detailed Rating Report and subscription information,
please visit www.careratings.com
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