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Summary of rated instruments

Previous Rated Current Rated
Instrument* Amount Amount Rating Action
(Rs. crore) (Rs. crore)
Fund-based - Working Capital 565 615 [ICRA]BBB+(Stable); upgraded from
Facilities ’ ’ [ICRA]BBB-(Stable)
Fund based - Term loan 50.0 33.7 LGRSl ol el Ul e

[ICRA]BBB-(Stable)

Non-fund Based-Working Capital ¢ 83.5 [ICRAJA2; upgraded from [ICRAJA3

Facilities
. [ICRAIBBB+(Stable)/[ICRA]A2; upgraded
Unallocated limits 0.0 13 from [ICRA]BBB-(Stable)/[ICRAJA3
Long Term - Non-Fund Based 27.5 0.0 -
LT / ST - Non-Fund Based 31.0 0.0 -
Total 180.0 180.0

*Instrument details are provided in Annexure-1

Rating action

ICRA has upgraded the long-term rating for Rs 61.5 crore fund-based working capital facilities, Rs 33.7 crore term loan
facilities of Bharat Fritz Werner Limited (‘BFW’ / ‘the company’) from [ICRA]BBB- (pronounced ICRA triple B minus) to
[ICRA]BBB+ (pronounced ICRA triple B plus). ICRA has also upgraded the ratings for Rs 1.3 crore unallocated limits of the
company from [ICRA]BBB-/[ICRA]A3 to [ICRA]BBB+/[ICRA]A2. The outlook on the long-term rating is Stable. ICRA has also
upgraded the short-term rating for Rs 83.5 crore non-fund based working capital facilities of the company from [ICRA]A3
(pronounced ICRA A three) to [ICRA]A2 (pronounced ICRA A two).

Rationale

The rating upgrade takes into account the improvement in business and financial risk profile of the company over FY2018.
The company’s sales value in FY2018 has increased by 19% on y-o-y basis and the outlook for FY2019 is favourable on the
back of strong order booking since the second half of FY2018. The improvement in company’s financial risk profile is
underpinned by improvement in liquidity profile, reduction in working capital intensity, increased cash flow from
operations and reduction in debt levels, which was partly aided by sale of certain land parcels. The rating also factors in
the company’s long track record in machine tool industry, its reputed client base and its strong design and execution
capabilities.

The rating, however, is constrained by the high competitive intensity in the industry, including presence of many foreign
suppliers, and significant dependence on the automotive industry for orders. Notwithstanding the current buoyant order
book, long term order booking will be vulnerable to cyclicality in the capital expenditure cycles of the underlying industries.
The financial risk profile is also constrained by the weak profitability reported by the turning business and past losses
incurred on write-off of investments in Matec.

Going forward, BFW’s ability to improve its profitability in its turning business, and ability to maintain and grow its market
share in the milling machines segment will be the key rating sensitivities.
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Outlook: Stable

ICRA believes that BFW’s credit profile will be stable, aided by its track record and market position as well as the limited
capital expenditure plans, which can be funded largely out of the internal accruals.

Key rating drivers

Credit strengths

Established track record in the machine tools industry, spanning over 5 decades — BFW has a long track record spanning
across more than 5 decades in the Indian machine tool industry, and long-term association with its customers, which helps
in generating repeat orders.

Improvement in revenue and profitability indicators in FY2018 — There has been improvement in the revenue and
profitability metrics of the company in FY2018, as compared to the previous year. The higher revenue base in FY2018 has
resulted in better absorption of fixed overheads; and the contribution of the loss-making turning business segment in
FY2018 revenue profile has been lower; leading to better operating margins and cash accruals.

Significant reduction in debt — Because of higher cash accruals and improvement in working capital intensity, there was
significant increase in cash flow from operations, leading to significant reduction in total debt levels as on March 2018. The
company had sold certain land parcels during the year, which had aided in prepayment of one of the term loans. The
reduction in debt has resulted in favourable capital structure and coverage indicators for the company.

Improvement in liquidity profile — There has been significant improvement in the liquidity profile of the company during
FY2018, with BFW having unencumbered cash and liquid investments of Rs 17.2 crore of as on March 2018, along with
sanctioned and unutilized working capital limits of Rs 50.5 crore. The improvement in liquidity profile has been aided by
removal of working capital blockages under the GST system as compared to the earlier scenario.

Credit challenges
Intensely competitive nature of the machine tools industry — The Indian machine tools industry is intensely competitive

in nature, with presence of many foreign players.

Dependence on automotive sector for revenues — BFW is primarily dependent on the automotive sector for generating
most of its revenues. Any slowdown in investments in the automobile sector can adversely impact the revenues and
margins of the company.

Weak profitability from the turning business which was acquired in FY2016 — The turning business which was acquired
in FY2016 continues to report operating losses due to high fixed overheads, bringing down the overall EBITDA level.
Moreover, the company’s financial risk profile is impacted by the past losses incurred on the write-off of its investments
in Matec, an erstwhile subsidiary in Germany.

Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated below.
Links to applicable criteria:

Corporate Credit Rating Methodology
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About the company:

Bharat Fritz Werner Limited (BFW) was established in 1961 and became a fully owned company of Kothari Group in 2003.
BFW is currently a leading producer of machine tools in India. The company is mainly concentrated in the Computer
Numerical Control (CNC) milling machine tools segment and is accredited with 1S09001:2000 and ISO 14001:2004
certifications. In October 2011, BFW had acquired 90% stake in Matec Engineering GmbH (Matec), a German company
founded in 1992. In March 2015, BFW acquired the turning center division of Proteck Machinery Private Limited on a slump
sale basis for a consideration of Rs 24.3 crore. Matec is under liquidation process and ceases to be a subsidiary of BFW.

Key financial indicators

FY2017 FY2018 *
Operating Income (Rs. crore) 513.6 609.4
PAT (Rs. crore) -16.4 23.7
OPBDIT/OI (%) 4.0% 8.4%
RoCE (%) -2.1% 13.7%
Total Debt/TNW (times) 0.46 0.22
Total Debt/OPBDIT (times) 4.84 1.04
Interest coverage (times) 1.34 4.06

* Provisional
Status of non-cooperation with previous CRA: Not applicable
Any other information: None

Rating history for last three years:

Chronology of Rating History for the

Current Rating (FY2019) Past 3 Years
Amount Date & Date & Date &
Rated Amount Rating in Rating in Rating in
. Date & Rating FY2018 FY2017 FY2016
(Rs. Outstanding
Instrument Type crore) (Rs. crore) June 2018 July 2017  July 2016 May 2015
Fund based LT 61.5 - [ICRA]BBB+ [ICRA]BBB- [ICRA]BBB- [ICRA]BBB
-CC (Stable) (Stable) (Stable) (Stable)
Fund based LT 33.7 33.7 [ICRA]BBB+ [ICRA]BBB- [ICRA]BBB- [ICRA]BBB
—Term loan (Stable) (Stable) (Stable) (Stable)
Non-fund- ST 83.5 - [ICRA]JA2 [ICRAJA3 [ICRA]JA3 [ICRAJA3+
based limits
Unallocated LT/ 1.3 - [ICRA]BBB+ - - -
limits ST (Stable)/
[ICRA]A2

Complexity level of the rated instrument:

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The
classification of instruments according to their complexity levels is available on the website www.icra.in
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Annexure-1: Instrument Details

ISIN No
NA

NA

NA

NA
NA

Instrument
Name
Fund based -CC

Term Loan 1

Term Loan 2

Non-fund based
Unallocated

Date of
Issuance /
Sanction
NA
August
2017
December
2017

NA

NA

Source: Bharat Fritz Werner Limited

www.icra.in

Coupon
Rate
NA

11.75%

9.75%

NA
NA

Maturity
Date

NA

March
2024
November
2020

NA

NA

Amount
Rated

(Rs. crore)
61.5

25.0

8.7

83.5
1.3

ICRA

Current Rating and Outlook
[ICRA]BBB+(Stable)

[ICRA]BBB+(Stable)

[ICRA]BBB+(Stable)

[ICRAJA2
[ICRA]BBB+(Stable)/[ICRA]A2
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ANALYST CONTACTS
Shubham Jain
+91 124 4545 306
shubhamj@icraindia.com

Mathew Kurian Eranat Shaswata Maitra

+91 804332 6415 +91 8043326419

mathew.eranat@icraindia.com shaswata.maitra@icraindia.com
RELATIONSHIP CONTACT

Jayanta Chatterjee
+91 804332 6401
jayantac@icraindia.com

MEDIA AND PUBLIC RELATIONS CONTACT

Ms. Naznin Prodhani
Tel: +91 124 4545 860
communications@icraindia.com

Helpline for business queries:
+91-124-2866928 (open Monday to Friday, from 9:30 am to 6 pm)

info@icraindia.com

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit
Rating Agency Moody’s Investors Service is ICRA’s largest shareholder.

For more information, visit www.icra.in
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Tel: +91 124 4545300
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Website: www.icra.in

Registered Office
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Tel: +91 11 23357940-50

Branches
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Chennai  +(9144) 2434 0043/9659/8080, 2433 0724/ 3293/3294,
Kolkata +(9133) 2287 8839 /2287 6617/ 2283 1411/ 2280 0008,
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ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to a process of surveillance,
which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current opinion on the relative capability of the issuer concerned to
timely service debts and obligations, with reference to the instrument rated. Please visit our website www.icra.in or contact any ICRA office for the latest
information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources believed by it to be accurate and
reliable, including the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information provided by it. While reasonable
care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of any kind, and ICRA in
particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA
or any of its group companies may have provided services other than rating to the issuer rated. All information contained herein must be construed solely
as statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents
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