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CARE REVISES/REAFFIRMS THE RATING ASSIGNED TO BANK FACILITIES AND
INSTRUMENTS OF ELECON ENGINEERING COMPANY LTD. & REMOVES THE RATING

FROM CREDITWATCH
Ratings
e Amount .
Facilities/Instruments Ratings! Remarks
(Rs. crore)
275.21 Removed from ‘Credit
Long-term Bank (Reduced from CARE A+ Watch’ and revised from
Facilities Rs.523.56 crore on (Single A Plus) CARE AA-
account of scheme of & (Double A Minus)
arrangement) (Credit Watch)
91125 Removed from ‘Credit
(Reduced from Rs 9 00 CARE A+/CARE Watch’ and revised from
Long-term / Short-term crore on accour;t of Al+ CARE AA-/CARE Al+
Bank Facilities scheme of (Single A Plus) / (Double A Minus) /
arrangement) (A One Plus) (A One Plus)
8 (Credit Watch)
Total bank facilities 486.46
Short-term Debt /
.Commercnal Paper 80 CARE Al+ / RerrToved frc,)m
issue (STD/CP)Carved (Reduced from Rs.160 Credit Watch” and
. . (A One Plus) .
out of tied-up working crore)* reaffirmed
capital facility
Removed from * Credit
Non Convertible CARE A+ Watch” and revised from
Debenture (NCD)# 100 (Single A Plus) CARE AA-
e us (Double A Minus)
(Credit Watch)

*The reduction in the rated amount has been done at the request of the company and the outstanding amount as on July 15,

2013 was Rs.45 crore.

# EECL has placed NCD of Rs.25 crore in March 2013 and outstanding as on July 15, 2013 was Rs.25 crore. The balance NCD

is yet to be placed.

Rating Rationale

The ratings of Elecon Engineering Co. Ltd. (EECL) were placed on credit watch on account of
scheme of arrangement for the restructuring of operations amongst few Elecon group entities and
uncertainty over its implications on the credit profile of participating entities.

However, with approval from Honourable High Court of Gujarat, approval from lenders for the
trifurcation of bank facilities amongst participating entities and clarity over the terms and conditions

by lenders and with availability of separate financials from appointed date for all participating

entities, the implications of scheme of arrangement on the credit profile of the participating entities
have become clear and hence, ‘credit watch’ on the above ratings has been removed.
The revision in the long term rating of Elecon Engineering Co. Ltd. (EECL; Consolidated) takes into
account the lower than envisaged improvement in its scale of operations and profitability,

deterioration in credit quality of some of its major clientele and elongation in receivables due to

challenging industry scenario.

The ratings, however, continue to take into account EECL’s leadership position in domestic industrial

gears industry, dominant position in the domestic material handling equipment industry and strong

order book position.

1Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE publications
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The long-term rating is however constrained by the working capital intensive operations of the
company, volatility in the raw material prices, increased challenges in order execution and increasing
competition in a largely tender driven business.

Raising of envisaged equity in EECL’s subsidiary in a timely manner and subsequent realization of
slump sale consideration in EECL as a part of scheme of arrangement and ability of EECL to
efficiently manage working capital on the back of elongation in receivables and deterioration in
credit quality of debtors and improvement in its scale of operations and profitability are the key
rating sensitivities.

CARE has taken a consolidated view on the business and financial risk profile of EECL on account of
operational and financial linkage among the entities getting consolidated.

Company Profile

Elecon Engineering Co. Ltd. (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, it is the market leader in domestic industrial gears segment (GEAR) and
is one of the largest domestic manufacturers of material handling equipments (MHE). It 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.

During FY13 (Provisional; refers to the period April 1 to March 31) on a consolidated basis, EECL
registered total operating income of Rs.1,532 crore with PAT of Rs.29 crore as compared with total
operating income of Rs.1,615 crore with PAT of Rs.61 crore in FY12.
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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:

HEAD OFFICE: MUMBAI

Mr. D.R. Dogra Mr. Rajesh Mokashi

Managing Director Dy. Managing Director

Mobile : +91-98204 16002 Mobile +91-98204 16001

E-mail : dr.dogra@careratings.com E-mail: rajesh.mokashi@careratings.com
Mr.Ankur Sachdeva

Vice President — Banks & Financial Services
Mobile: +91-9819698985
Email ankur.sachdeva@careratings.com
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