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Remi Process Plant & Machinery Limited
January 25, 2021

Ratings
A
Facilities/Instruments (R::rl:::) Ratings Rating Action
CARE BBB-; Stable
Long Term Bank Facilities 5.00 (Triple B Minus; Reaffirmed
Outlook: Stable )
_ 8.76 CARE A3 .
Short Term Bank Facilities (Enhanced from 7.25) (AThree) Reaffirmed
13.76
Total Bank Facilities (Rs. Thirteen Crore and
Seventy-Six Lakhs Only)

Details of facilities as per Annexure-1

Detailed Rationale & Key Rating Drivers
The reaffirmation of ratings assigned to the bank facilities of Remi Process Plant & Machinery Limited (RPPML) drives
strength from experienced promoters and management team, reputed clientele with good credit profile from diverse
sectors, comfortable financial risk profile along with long standing track record of the company.
The rating strengths are, however, tempered by the relatively small scale of operations, competitive nature of the industry
and susceptibility to profitability margins on account of fluctuations in raw material prices.
Rating sensitivities-
Positive Factors

e Increase in the scale of operations, while maintaining PBDIT margin above 15% on a sustained basis.

Negative Factors
e Increase in operating cycle beyond 150 days on a continued basis.
e Decline in PBILDT Margin below 8% on a sustained basis, resulting from competition or fluctuation in raw material
prices.

Detailed description of the key rating drivers

Key Rating Strengths

Long standing track record of the company along with experienced promoters and management team

RPPML was incorporated in 1974 and is in the business of designing and manufacturing industrial agitators for over four
decades. The company is part of Remi group, started by Mr. C.K. Saraf and is currently managed by his sons Mr. V. C. Saraf
(Chairman) and Mr. R. C. Saraf (Managing Director), who have experience of over three decades in the engineering sector.
The promoters are well assisted by competent management team.

Comfortable financial risk profile and liquidity position

Company does not have any long term debt and repayment obligations. The overall gearing stood at 0.01x as on September
2020 against 0.03x as on March 31, 2019. RPPML’s average working capital utilization for past twelve years ending August
2020 is also low at 1.49% against the sanctioned fund based limit of Rs.5 crore. Company had liquid investments of Rs.8.82
crores (as on March 31, 2020) and 6.82 crores (as on September 30, 2020) in mutual funds, which provides ample liquidity.
PBILDT interest coverage improved to 3.11x for FY20 as compared to 2.89x for FY19. Further, the company is not planning
to raise any debt in the near future.

Presence in diverse sectors with reputed clientele

The company is in the business of designing and manufacturing of industrial agitators and has its customer base in various
industries such as refineries, petrochemicals, fertilizer, mineral ore processing, pharmaceuticals, paper chemicals, alkali
chemicals, specialty chemicals, paint, breweries, food, dairy and water treatment plants. Thus, the company serves to a
diverse set of customer base belonging to different industries and is sufficiently insulated from slowdown in any particular
industry. RPPML’s top customers include reputed clientele with good credit profile, mitigating counter party risk to some
extent. However, there is customer concentration risk with top 10 customers contributing around 66% to the net sales in
FY20 as compared to contribution of 72% to the net sales in FY19.

Key Rating Weaknesses

Small size operations with intense competition in the industry

RPPML registered operating income of Rs.27.91 crore in FY20 as compared to Rs.19.67 crore in FY19. Company has presence
in the industry for more than four decades yet the net worth remains modest at Rs.21.34 crore as on March 31, 2020. With
limited product offerings and small scale of operations, RPPML is classified as a relatively small sized entity. Company is not
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planning any major capex in the near future. RPPML also faces intense competition from other small and unorganized
players.
Susceptible to volatility in forex rates and raw material prices
The major raw materials used for manufacturing of agitators are various grades of steel which together forms about 40% of
total cost of raw material consumption. Steel prices are dependent on demand and supply scenario in the markets and prices
inherently remain volatile, posing a risk to stability of profitability margins. PBILDT margins although declined, remain
comfortable at 14.44% in FY20 as compared to 17.06% in FY19. Decline in PBILDT margins is on account of increase in raw
material cost. PBILDT margins for H1IFY20 is 11.03% as compared to 13.93% in H1FY20. In FY20, company imported around
6% of its total raw material requirement. Company also exports, although exports sales are very less. In absence of any
hedging policy, volatility in forex rates might have adverse effect on company’s profitability.
Working capital intensive nature of operations however operating cycle has improved
The working capital cycle of the company stood at 101 days for FY20 as compared to 128 days for FY19. Improvement in
operating cycle was due to decrease in collection period to 51 days for FY20 from 103 days for FY19. Improvement in
collection period is mainly on account of lockdown in March 2020, as company mostly does credit sales in the month of March
which significantly contributes to its collection period. Inventory holding period remained around similar level at 79 days in
FY20 as compared to 78 days in FY19. However, there has also been decrease in creditor days to 30 days in FY20 from 53 days
in FY19. Working capital utilization however remained low since company uses its cash accruals to fund its working capital
requirements. Average working capital utilization during the last 12 months ending August, 2002 was around 2%.
Liquidity Position: Adequate
RPPML has a low average working capital utilization of 1.49% for twelve months ending on August 2020 against the fund
based sanctioned limit of Rs. 5 Crore. Its unutilized limits enables the company to meet any incremental working capital
requirements. Company does not have any repayment obligations and has a low gearing of 0.01x as on September 2020.
This gives enough gearing headroom for the company to raise debt, if required. Company has liquid investments of Rs.6.82
Crores in mutual funds as on September 30, 2020.
Analytical approach: Standalone.
Applicable Criteria

Criteria on assigning 'Outlook' and 'credit watch' to Credit Ratings

CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Rating Methodology-Manufacturing Companies

Financial ratios — Non-Financial Sector

Liguidity analysis for non-financial sector

About the Company

RPPML is a part of Remi group and is engaged in designing, manufacturing, testing and supplying range of portable, custom-
built industrial agitators for the purpose of mixing liquid-liquid, liquid-solid and liquid-gas substances. These agitators are
deployed across various process industries like Refineries, Petrochemicals, Fertilizer, Mineral Ore Processing,
Pharmaceuticals, Paper Chemicals, Alkali Chemicals, Speciality Chemicals, Paint, Breweries, Food, Dairy, Effluent and Water
Treatment Plants. The key raw materials for the manufacturing of agitators are various grades of steel and other alloy
products. RPPML has developed in-house software packages for supporting mechanical designs of agitators in sync with
certain parameters like bending, torque, speed, etc. RPPML is having a windmill of 0.75 MW at Dhule District, Maharashtra.
The company has also installed a solar power system of 175 KW for captive use.

Brief Financials (Rs. crore) FY19(A) FY20(A)

Total operating income 19.67 27.91

PBILDT 3.36 4.03

PAT 1.81 2.39

Overall gearing (times) 0.03 0.00

Interest coverage (times) 2.89 3.11
A: Audited

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable

Rating History: Please refer Annexure-2

2 | CARE Ratings Limited


https://www.careratings.com/pdf/resources/Rating%20Outlook%20and%20credit%20watch%20_30May%202020.pdf
https://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_18June%202020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Short%20Term%20Instruments%20_Mar%202020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Manufacturing%20Companies_16Sept2019.pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Sept2019.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2020.pdf
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Name of the Date of Coupon Maturity Size of the Rating 'assngn(?d
Issue along with Rating
Instrument Issuance Rate Date
(Rs. crore) Outlook
Fund-based - LT-Cash CARE BBB-; Stable
. - - 5.00
Credit
Non-fund-based - ST- ) i 376 CARE A3
BG/LC '
Annexure-2: Rating History of last three years
Current Ratings Rating history
Name of the Type Rating | Date(s) & | Date(s) & | Date(s) & | Date(s) &
Sr. Amount
Instrument/Bank . Rating(s) | Rating(s) | Rating(s) | Rating(s)
No. Faciliti Outstanding . . . . . . k -
acilities (Rs. crore) assigned in | assigned in | assigned in | assigned in
) 2020-2021 | 2019-2020 | 2018-2019 | 2017-2018
1)CARE
BBB-;
L)CARE 1)CARE Negative
CARE BBB-; BBB-; (05-Jan-18)
Fund-based - LT-Cash BBB-; Stable !
L | credit LT 5.00 Stable - (24.Dec. | Stable 2)CARE
(07-Jan-19) | BBB-;
19) .
Negative
(07-Apr-17)
1)CARE A3
1)CARE A3
1)CARE A3 | (05-Jan-18)
2. :g;LfC””d based -ST- | op 8.76 CAREAS . (129‘; Pec 1 (07-1an-19) | 2)cARE A3
(07-Apr-17)

Annexure-3: Complexity level of instruments

;z Name of the Instrument Complexity Level
1. | Fund-based - LT-Cash Credit Simple
2. | Non-fund-based - ST-BG/LC Simple

Annexure-4: Detailed explanation of covenants of the rated instrument / facilities: NA

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity.
This classification is available at www.careratings.com. Investors/market intermediaries/reqgulators or others are welcome
to write to care@careratings.com for any clarifications.

CARE Ratings Limited
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Contact Us

Media Contact:

Name: Mradul Mishra

Tel: +91-22-6837-4424

Email: mradul.mishra@careratings.com

Analyst Contact:

Name: Parijat Sinha

Tel: +91-22-6754-3446

Email: parijat.sinha@careratings.com

Relationship Contact:

Name: Saikat Roy

Tel: +91-22-6754-404

Email: saikat.roy@careratings.com

About CARE Ratings:
CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading
credit rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized
as an External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful
place in the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit
rating that helps the corporates to raise capital for their various requirements and assists the investors to form an informed
investment decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings
leverage our domain and analytical expertise backed by the methodologies congruent with the international best practices.
Disclaimer
CARE’s 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. CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on
the rated entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate
and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not
responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose
bank facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity.
In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital
deployed by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo
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 is not responsible for any errors and states that it has no financial
liability whatsoever to the users of CARE’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.careratings.com
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