ICRA

Santosh Enterprises

Instrument Amount Rating Action

Long term, fund based limits — Cash Credit Rs. 2.75 crore [ICRA] B assigned
Long term — Unallocated Rs. 0.20 crore [ICRA] B assigned
Short term, fund based limits Rs. 4.00 crore [ICRA] A4 assigned

ICRA has assigned a long term rating of [ICRA]B (pronounced ICRA B) and short term rating of [ICRA]JA4
(pronounced ICRA A four) to the Rs. 6.95 crore® bank facilities of Santosh Enterprises (“SE”, “The Firm”).?

The assigned rating favorably factors in the long standing experience of the promoters in the metal fabrication
industry; the firm’s established relationship with reputed client; and its comfortable capital structure owing to
healthy net worth position. The rating is, however, constrained by firm’s high dependence on the requirements
of its major client WWIL for orders with ~70-80% revenues coming from WWIL — exposing its revenues to
volatility in the domestic windmill industry. The firm has reported significant de-growth in its operating income in
FY2015 owing to decrease in order inflow from WWIL on account of WWIL’s production being stuck due to
labour union strike. However, the order inflow has increased in FY2016 resulting in growth in operating income.
Though, overall the scale of operation of the firm continues to remain small. The firm has healthy order book
position of ~Rs. 28.00 crore which provides revenue visibility for medium term. The working capital position of
the firm remained stretched owing to elongated receivable cycle. The firm’s margins are also exposed to input
price fluctuations owing to fixed price contracts. Going forward scaling up operations by diversifying its client
base to reduce revenue volatility and managing working capital efficiently will remain key rating sensitivities.

Company Profile

Established in 1990, Santosh Enterprises (SE) is a proprietorship concern and is engaged in fabrication of steel
structural installation components like angle, channel, plates, railings and gallery mainly used in wind mills
supplied by Wind World India Limited (WWIL) erstwhile Enercon India Limited. The firm operates through its
fabrication and galvanization units at Ambad and Gonde, Nashik, with a total installed capacity of 2,400 MT per
annum. Santosh enterprises outsource galvanized work to Vir electro Engineering Private Limited.
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