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CARE CONTINUES THE ‘CREDIT WATCH’ ON THE RATING ASSIGNED TO STD/CP ISSUE OF
ELECON ENGINEERING CO LTD

Rating
Instruments Amount Ratings1 Remarks
(Rs. crore)
Short-term Debt /| Commercial 160 CARE Al+ Continues to be
Paper (STD/CP) Issue* (A One Plus) under
credit watch

* Carved out of working capital limits

Rating Rationale

The rating of Elecon Engineering Co Ltd (EECL) continues to be under ‘credit watch’ with developing
implications on account of the pending availability of separate audited financials from the appointed
date, along with bifurcation of the bank facilities among the participating group entities in the
scheme of arrangement and clarity over the terms and conditions to be stipulated by the lenders.

The rating continues to derive strength from the flagship position of EECL in the Elecon group,
which has an established track record in the engineering industry with integrated operations and
diversified product range. The rating also factors in EECL’s leadership position in domestic industrial
gears industry, strong position in the domestic material handling equipment industry, healthy order
book position along with reputed client base and stable solvency position albeit with a marginal
reduction in profitability. The rating also takes in to account the working capital intensive operations
of the company and increasing competition in a largely tender-driven business.

The rating also takes cognizance of the fact that timely receipt of slump-sale consideration from its
participating subsidiary in the scheme of arrangement would be crucial from the credit perspective.

CARE is in the process of evaluating the impact of this restructuring on the credit quality of EECL
and will take a view on the ratings once the implications of the restructuring on the overall credit
profile of EECL is clear.

Background

EECL, incorporated in 1960, is the flagship company of the Elecon group, based at Anand, Gujarat.
EECL operates in two business areas namely material handling equipments (MHE; 48% of FY12
consolidated sales [refers to the period April 01 to March 31]) and transmission gears (50%). The
company is the industry leader in industrial gears with almost 25% market share and is one of the
largest manufacturers of material handling equipments in India.

Scheme of arrangement

EECL intends to create focused and separate Material Handling Equipment (MHE) and Power
Transmission (PT; Gear division) entities. All the activities and divisions under the Elecon group
entities (viz Prayas Engineering Ltd [Prayas; rated CARE A-/CARE A2+; Credit Watch], Emtici
Engineering Ltd [Emtici; rated CARE A-; Credit watch] and EECL itself) catering to MHE segment
would be consolidated in EECL’s wholly-owned subsidiary Elecon EPC Projects Limited (EEPC;

'Complete definitions of the ratings assigned are available at www.careratings.com and in other
CARE publications
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presently has no operation) and divisions catering to PT segment would be consolidated in EECL
itself. Both EECL and EEPC would issue shares to the promoters of Prayas and Emtici for
consolidation of business. Furthermore, EEPC would pay cash consideration (slump sale) of Rs.127
crore to EECL for the transfer of MHE activity. The appointed date for the scheme of arrangement
is April 01, 2012. The Hon’ble High Court of Gujarat has approved on December 28, 2012, the
scheme of arrangement among EECL, EEPC, Prayas, Emtici.

Press Release

During FY12, on consolidated basis, EECL registered total operating income of Rs.1,616 crore with
PAT of Rs.61 crore as compared with total operating income of Rs.1,289 crore with PAT of Rs.90
crore in FY11. On a standalone basis, during 9MFY13, EECL registered a total income of Rs.774
crore with PAT of Rs.36 crore as compared to a total income of Rs.896 crore with PAT of Rs.46 crore
in 9MFY12.
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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.
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CARE is headquartered in Mumbai, with Offices all over India. The office addresses and contact
numbers are given below:
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