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CARE REVISES THE RATINGS ASSIGNED TO BANK FACILITIES AND DEBT INSTRUMENTS OF  
ELECON ENGINEERING CO LTD AND REAFFIRMS THE RATINGS ASSIGNED TO ITS  

GUARANTEED BANK FACILITIES  
  

Ratings 

Facilities/Instruments 
Amount 

(Rs. crore) 
Ratings

1
 Remarks 

(i) Long-term bank facilities 283.99 
CARE A 

(Single A) 

Revised from 
CARE A+ 

(Single A Plus) 

(ii) Long-term / Short-term bank facilities 211.25 
CARE A / CARE A1 
(Single A / A One) 

Revised from 
CARE A+ / CARE A1+ 

(Single A Plus / 
A One Plus) 

(iii) Short-term bank facilities# 30.65 
CARE A1+ (SO) 

[A One Plus (Structured 
Obligation)] 

Reaffirmed 

Total Bank Facilities 525.89   

(iv) NCD (proposed)  25.00* 
CARE A 

(Single A) 

Revised from 
CARE A+ 

(Single A Plus) 

(v) Commercial Paper (CP) issue  Carved 
out of working capital facility 

80.00 
CARE A1 
(A One) 

Revised from 
CARE A1+ 

(A One Plus) 

# backed by unconditional and irrevocable corporate guarantee of Eimco Elecon India Ltd 
* Reduced from Rs.50 crore, as Rs.25 crore repaid in full on September 22, 2014. The present amount of Rs.25 crore is 
proposed and not yet placed. 
 

Analytical approach  

CARE has taken a consolidated view of Elecon Engineering Company Ltd (EECL) on the basis of operational and financial 

linkages among its subsidiaries along with common management platform and also as EECL has given corporate 

guarantee for the bank facilities of its subsidiaries, Elecon EPC Projects Ltd (EEPC) and Elecon Transmission International 

Ltd. (ETIL).  

Rating Rationale 

The revision in the ratings assigned to the bank facilities [(i) and (ii) above] and instruments [(iv) and (v) above] of Elecon 

Engineering Co Ltd (EECL) takes into account decrease in its scale of operations and decline in profitability, continued 

dependence of EEPC and ETIL on EECL due to their subdued performance. The rating also factors in the increase in 

working capital intensity of operations of EEPC led by elongated receivables days and subdued credit quality of a few 

clients and delays in equity infusion.    

The ratings continue to be constrained by the increased challenges in order execution, volatility in raw material prices 

affecting the fixed price orders, challenging industry scenario and increasing competition in a largely tender driven 

business.  

The ratings, however, continue to take into account EECL’s dominant position in domestic industrial gears and material 

handling equipment (MHE) industries and its strong order book position. 

                                                           
1 Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications   
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Realization of receivables in timely manner and improvement in working capital position, profitability and capital 

structure shall be the key rating sensitivities.  

The rating of the short term bank facility [(iii) above] of EECL derives strength from the unconditional and irrevocable 

corporate guarantee extended by Eimco Elecon (India) Ltd (Eimel). 

Credit profile of Eimel continues to derive strength from its dominant position in underground mining equipment 

industry, strong technical support from foreign collaborators and synergies in marketing and after sales services support 

with the Elecon group. Eimel’s credit profile further factors in its strong capital structure, healthy profitability and 

comfortable liquidity position. The above strengths outweigh the risk related to changes in regulatory framework and 

socio-political factors. Eimel’s ability to maintain the scale of operation, profitability, liquidity position and capital 

structure shall be the key rating sensitivities. 

Background 

EECL is the flagship company of Elecon Group. EECL was incorporated in the year 1960 and started its operation with 

design and manufacturing of elevators and conveyors. Presently, EECL on consolidated level is the market leader in 

domestic industrial gears segment and one of the largest domestic manufacturers of MHE and also executes turnkey 

projects for material handling with its own equipment supply. EECL is also engaged in the manufacturing of gears for wind 

turbine generators (WTG) up to 2000 kilo watt (KW). The company is managed by professionals and headed by second 

generation entrepreneur Mr Prayasvin B. Patel, Chairman & Managing Director. Majority of manufacturing facilities of 

EECL are located at Vallabh Vidhyanagar, Gujarat. 

During FY14 (refers to the period April 1 to March 31) on a consolidated basis, EECL registered a total operating income of 

Rs.1,303 crore with PAT of Rs.14 crore as compared to a total operating income of Rs.1,532 crore with PAT of Rs.29 crore 

in FY13. During Q1FY15, EECL (on standalone basis) registered a total operating income of Rs.102 crore on a PAT of Rs.1 

crore as compared with a total operating income of Rs.111 crore on a PAT of Rs.3 crore in Q1FY14. 

 

Analyst Contact 

Name: Naresh M. Golani 
Tel : 079-40265618 
Email: naresh.golani@careratings.com 
 

CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com. 

Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications. 

 

Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the 

concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings 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. 

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor 

and the financial strength of the firm at present. The rating 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.  
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