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Gloria Engineering Company

Instrument Amount Rating Action

Long Term, fund based limits — Cash credit Rs 8.00 crore [[ICRA]BB+ (Stable) Assigned
Long Term, fund based limits — Term Loan Rs 1.00 crore [ICRA]JA4+ Assigned
Short Term, non-fund based — LC Rs 1.00 crore [ICRAJA4+ Assigned

ICRA has assigned the long term rating of [ICRA]BB+ (pronounced ICRA Double B plus) to the Rs 8.00 crore’
cash credit facility and Rs 1.00 crore term loan facility of Gloria Engineering Company (“GEC”/ ‘The Firm’).
ICRA has also assigned the short rating of [ICRA]JA4+ (pronounced as ICRA A four plus) to the non-fund based
limit of Rs 1.00 crore of GEC. The outlook on long term rating is Stable.

The assigned ratings take into account the firm’s established relationships with its key OEM customer, Tata
Motors Limited (TML); its healthy share of TML'’s business for the components manufactured by it; and the long
standing experience of the partners in the auto ancillary industry. The ratings also derive comfort from the firm’s
multiple plants located favourably in close proximity to TML’s manufacturing units at industrial areas in Pune,
Lucknow and Jamshedpur. The cash flow position of the firm remains comfortable with positive free cash flows
in the last three fiscals, despite a capex of ~Rs 16.0 crore, on the back of efficient working capital management
marked by low inventory levels and a moderate receivables cycle. ICRA also takes note of the firm’s healthy
revenue growth in the last two fiscals and its moderate capital structure with a gearing of ~0.8x as on March 31,
2016.

The ratings however are constrained by the firm’s modest scale of operations and low value addition given its
presence in low complexity sheet metal components. The firm is highly dependent on TML with the OEM
contributing ~70% to total sales in FY2016, though the risk is mitigated by its healthy share of business. The
revenue growth of the firm is exposed to cyclicality inherent in the auto industry with 95% of revenue derived
from sales to auto OEMs in FY2016, with sizeable exposure to CV segment. Further, its margins remain
vulnerable to raw material price movements, though the tripartite agreements with key customers and suppliers
provide for pass through of costs to a large extent. ICRA notes that ensuring healthy capital utilization going
forward remains critical given the capex in recent past for setting up manufacturing units at Lucknow and
Jamshedpur. The ratings further incorporate the risks associated with the entity’s status as a partnership firm,
including the risk of capital withdrawal by the partners, though the same has not been witnessed in the past;
and the limited financial flexibility.

ICRA expects healthy revenue growth for the firm in FY2017 on the back of positive demand outlook for the CV
industry in the country. The margins are expected to be in line with past years with tripartite agreement in
place. The capital structure is expected to remain comfortable with no requirement for additional debt and
healthy net worth position, if partner's withdrawals remain in line with past. Going forward, growth in revenues
along with sector and customer diversification remains the key rating sensitivities.

Firm Profile

Established in 1982, Gloria Engineering Company (GEC) is a family owned partnership firm based out of Pune,
Maharashtra. The firm is engaged in manufacturing of sheet and pressed metal components primarily catering
to Tata Motors Limited (TML) for its commercial vehicle (CV) segment.

The firm has its corporate office in Pune and manufacturing units at different industrial areas in close proximity

to TML’s manufacturing units. The firm has 3 manufacturing plants in Pune, 2 in Lucknow and 1 in
Jamshedpur.
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