Meru Industries

Instrument Amount Rating Action
Long-term, fund-based facilities — Cash Credit Rs 5.0 Crore [[CRA]BBB/Stable upgraded
Long-term, fund-based facilities - Term Loan Rs 10.0 Crore [[CRA]BBB/Stable upgraded
Short-term, non-fund based facilities Rs 25.0 Crore [[CRA]A3+ upgraded

ICRA has upgraded the long term rating assigned to Rs.5.0 crore” cash credit and Rs. 10.0 crore term
loan facilities of Meru Industries® (Meru) to [ICRA]BBB (pronounced as ICRA triple B) from [ICRA]BBB-
(pronounced as ICRA triple B minus). ICRA has also upgraded the short term rating on the Rs.25 crore
short term non fund based facility of Meru to [ICRA]JA3+ (pronounced ICRA A three plus) from
[ICRAJA3 (pronounced as ICRA A three). The outlook on the long term rating is stable.

The ratings up gradation take into account sustained improvement in firm’s capital structure and
coverage indicators in the backdrop of healthy cash accruals and robust free cash flows. The ratings
also favourably factors in robust order book position of the firm which provides adequate revenue
visibility for the near future with the management expecting to achieve turnover of over Rs 200 crore in
FY2015-16; however, timely execution of the same remains critical. Sizeable share of incremental
order inflow is for co-generation and ethanol unit which is relatively stable business as compared to
currently stressed sugar business. Earlier, during 2013-14, Meru’s revenue as well as profitability was
impacted sharply owing to deferment in order execution though these ordered were successfully
executed in subsequent year i.e. 2014-15.

The ratings continue to draw comfort from the stable component business, which provides cushion to
profitability during slowdown in Sugar investment cycle. The ratings are however constrained by the
modest scale of operations as compared to the other players in the industry as well as the
susceptibility of the firm to the capex cyclicality of sugar segment as witnessed by the drop in revenues
in 2013-14. ICRA also notes that being a partnership firm, significant withdrawal by partners could
adversely affect firm’s debt coverage indicators.

Company Profile

Incorporated in 1988, Meru Industries is a partnership firm engaged in heavy engineering fabrication
and machining components. The firm manufactures machinery for sugar plants and erect complete
sugar plants on turnkey basis. Meru Industries is duly accredited by the various government
organizations, i.e. National Cooperative Dairy Corporation (NCDC), National Federation of Cooperative
Sugar Factories Limited (NFCSF) and Commissioner of Sugar (Government of Maharashtra) for
supply of critical equipment like Teethed Roller Pressure Feeder (TRPFs), Grooved Roller Pressure
Feeder (GRPFs), Crushing Mills as well as turnkey solution for sugar and bio ethanol plants. The firm
is managed by Mr. Sharad Gore, a first generation entrepreneur having close control over firm’s
operations.

Recent Results
Meru reported a PBT of Rs.1.9 crore in 2013-14 on an operating income of Rs.54.8 crore. The
company has reported operating profit before depreciation, interest, amortization and tax (OPBDITA)
of Rs.1.8 crore in the same period. As per unaudited provisional results, in 2014-15, the company has
reported an operating income of Rs. 144.4 crore and PBT of Rs. 13.7 crore.
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