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Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The rating assigned to the bank facilities of Patliputra Equipments Private Limited (PEPL) continues to draw strength from the
long track record of the company in construction equipment dealership and comfortable capital structure and debt coverage
indicators with moderate operating margins. The rating also factors in the stable financial performance in FY19 (refers to the
period April 1 to March 31) and H1FY20 along with growth in scale of operation.

The rating is, however, constrained by the working capital intensive nature of operation, supplier and geographical
concentration risk along with pricing constraints as well as competition from various other construction equipment dealers.

Rating Sensitivities
Positive Factors
e Sustaining the increase in the scale of operations
° Maintaining operating profit margin at around 3%.
e Improvement in overall gearing to less than 0.5x on a sustained basis.
Negative Factors
e Increase in overall gearing beyond unity.
e Deterioration in PBILDT margin below 2%.
e Increase in operating cycle resulting from significant increase in collection period or inventory period.
e Non-renewal of contract with the principal.

Detailed description of the key rating drivers

Key Rating Strengths

Long track record of the company in construction equipment dealership: PEPL has been associated with JCB India Ltd (JCB)
since 2006 and is the authorised dealer in Patna region in Bihar with 14 branches and 5 showrooms in the state, which have
dedicated sales, service, and spares (3S) facilities. Currently the day to operation of the company is looking after by Ms.
Shiwani Raj (Daughter of late Mr. Kumar Rajkishore, erstwhile MD) and Mrs. Sushma Raj (wife of late Mr. Kumar Rajkishore)
with support from a team of experienced and qualified professionals.

Over the years PEPL has established long-term relationships with its suppler and customers. Its customer base comprises
large & mid-sized construction & real estate companies.

Stable financial performance in FY19 and H1FY20: The operating income of PEPL improved to Rs.246.79 crore in FY19 vis-a-
vis Rs.163.35 crore during FY18 with y-o-y growth of ~ 51% due to improvement in demand for JCB machines and spares. The
company achieved relatively stable PBILDT margin at 2.96% in FY19 vis-a-vis 3.30% in FY18. However, PAT margin
substantially improved to 2.44% in FY19 vis-a-vis 1.48% in FY18 due to non-operating income Rs.2.67 crore in FY19 from sale
of land. Interest coverage ratio remained comfortable at 4.93x in FY19. PIPL achieved GCA of Rs.6.32 crore in FY19 (Rs.2.67
crore in FY18).

During H1FY20, PEPL achieved PAT of Rs.2 crore on total income of Rs.117.78 core vis-a-vis PAT of Rs.1.82 crore on total
income of Rs.109.4 crore in H1FY19.

Comfortable capital structure and debt coverage indicators: Increase in net worth due to accretion of profits to reserves
resulted in improvement in overall gearing to 0.57x as on March 31, 2019 as against 0.63x as on March 31, 2018. PEPL’s debt
as on March 31, 2019 mainly comprised short term borrowings in the form of working capital. Total debt/GCA remained
moderate.

1Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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Key Rating Weaknesses

Working capital intensive nature of operation: The operations of PEPL are working capital intensive as ~96% of its total
capital employed is deployed in working capital. The company has a policy to maintain inventory of around 45 days-60 days
and has to offer a credit period of around 15-30 days to its customers due to intense competition in the industry. The
company relies upon bank borrowings to fund its working capital requirement and average utilisation of limits remained high.

Supplier and geographical concentration risk along with pricing constraints: PEPL only deals in products of JCB in Bihar. The
company’s fortunes are linked to the performance and demand of JCB’s products in the region. Also, it has limited pricing
power.

Competition from various other construction equipment dealers: With the sole dealership network of JCB in designated
areas of Bihar, it is exposed to external competition from dealers of other domestic and international brands. In view of this,
it has to offer better buying terms like providing credit period or allowing discounts on purchases. Such discount creates
margin pressure and negatively impact the earning capacity of PEPL. However, the promoter is into dealership business with
JCB for over a decade and accordingly has created a brand image in its operational area.

Liquidity Position: Adequate

The liquidity position remains adequate as marked by sufficient cushion in accruals vis-a-vis negligible repayment obligations
in FY20. PEPL does not have any capex plans in the near term. The average utilization of its fund based working capital limits
remained high at about 87% during past twelve months ended Nov, 2019. Current ratio and quick ratio stood at 1.60x and
0.80x respectively as on March 31, 2019. PEPL had unencumbered cash and bank balance of Rs.4.69 crore as on March 31,
2019 which also supports the liquidity.

Analytical approach: Standalone

Applicable Criteria

CARE’s Policy on Default Recognition

Financial ratios — Non-Financial Sector

CARE's Criteria on assigning ‘outlook’ and ‘credit watch’ to Credit Ratings
CARE’s methodology for trading companies

About the Company

PEPL was promoted in June 2006 by Bihar based late Mr. Arunodaya Kumar. PEPL is an authorised dealer of JCB for heavy
earthmoving equipment and spare parts in Patna region of Bihar. PEPL is also involved in servicing of these machines and
equipment that are usually sold with annual maintenance contracts It operates through 14 branches, two dedicated
showrooms (Muzaffarpur, Patna) which has sales, service and spares (3S) facilities and three workshop (Bihta, Biharsharif,
and Hathidah).

Brief Financials (Rs. crore) FY18 (A) FY19 (A)

Total operating income 163.35 246.79

PBILDT 5.39 7.30

PAT 2.42 6.03

Overall gearing (times) 0.63 0.57

Interest coverage (times) 3.54 493
A=Audited

Status of non-cooperation with previous CRA: CRISIL has suspended its ratings vide press release dated May 16, 2016 on
account of non-cooperation by PEPL with CRISIL's efforts to undertake a review of the ratings outstanding.

Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2

2 | CARE Ratings Limited


http://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_23Sept%202019.pdf
http://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Sept2019.pdf
http://www.careratings.com/pdf/resources/Rating_Outlook_and_credit_watch_May_2019.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20methodology_Wholesale%20Trading_27Nov2019.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20methodology_Wholesale%20Trading_27Nov2019.pdf

’

&%E Ratings

Professianal Kk Opinson

Press Release

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Fund-based - LT-Electronic - - - 12.00 CARE BBB-; Stable
Dealer Financing Scheme
Fund-based - LT-Cash - - - 5.00 CARE BBB-; Stable
Credit
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No.| Instrument/Bank |Type Amount Rating | Date(s) & Date(s) & Date(s) & Rating(s) Date(s) &
Facilities Outstanding Rating(s) Rating(s) | assignedin 2017-2018 | Rating(s)
(Rs. crore) assigned in | assigned in assigned in
2019-2020 | 2018-2019 2016-2017
1. Fund-based - LT- LT 12.00 CARE - 1)CARE BBB-; [1)CARE BBB-; Stable 1)CARE BBB-
Electronic Dealer BBB-; Stable (27-Feb-18) (02-Aug-16)
Financing Scheme Stable (03-Jan-19) [2)CARE BBB-; ISSUER
NOT COOPERATING*
(29-Nov-17)
2. [Fund-based - LT-Cash | LT 5.00 CARE - 1)CARE BBB-; [1)CARE BBB-; Stable 1)CARE BBB-
Credit BBB-; Stable (27-Feb-18) (02-Aug-16)
Stable (03-Jan-19) [2)CARE BBB-; ISSUER
NOT COOPERATING*
(29-Nov-17)

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

CARE Ratings Limited
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Business Development Contact

Mr. Lalit Sikaria

Contact no. : +91-33-4018 1607/98303 86869
Email ID : lalit.sikaria@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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