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Amount Rated

. i .
Instruments (Rs. crore) Rating Action

Long term: Fund based limits 3.28 [ICRA]B- (Stable) Assigned
Long term: Unallocated Limits 2.72 [ICRA]B- (Stable) Assigned

*Instrument details are provided in Annexure-1
Rating Action

ICRA has assigned the long term rating of [ICRA]B- to the Rs.0.28 crore term loan facilities , Rs.2.72
crore unallocated limits and Rs.3.00 crore cash credit facilities of Pragati Engineering Belgaum Private
Limited.The outlook on long term rating is stable..

Rationale

The assigned rating takes into account the established track record of the promoter group in the
manufacture of precision machine tools as also their continued support in the form of interest free
unsecured loans. The rating, however factors in the decline in the operating income on depressed order
flow from the group company as also the decline in operating margins which although remain high on
account of presence in precision machine parts manufacture. Further, the rating factors in the modest
scale of operations with considerable dependence on a single client, its group company for sales. The
rating also factors in the stretched inventory levels and payables mainly on year end purchases of raw
material stock.

Going forward, maintaining optimal profitability levels as far as the debt servicing is concerned as also
managing inventory and payables remain key sensitivities going forward.

Key rating drivers

Credit Strengths

e Established track record in manufacturing of precision machine components and reputed client base
in machine tool manufacturing industry.

e Sizeable revenue growth in HI’FY2017.

e Continuous support from promoters in the form of interest free unsecured loans

Credit Weakness

e Decline in operating income in FY’2016 on depressed order flow from its major customer, Pragati
Automation Private Limited which contributes close to 90% of the topline.

e Decline in operating margins in FY’2016 although they still remain high.

o Stretched capital structure on account of low net worth base and high debt levels, although sizeable
portion of debt consists of unsecured loans

e Stretched liquidity position due to high receivables pending from associate company.
Modest scale of operations.
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Description of key rating drivers highlighted above:

The company’s customer base has been skewed in favor of group company, PAPL. PEBPL procures 90%
of the orders from PAPL with rest from Atlas Copco Limited Pune. Thus the company’s growth has in the
past fiscals being the function of order inflow from PAPL.

The company after witnessing a significant OI growth in FY 2015 has shown a decline in the same in
FY’2016. OI declined to Rs.12.9 crore in FY’2016 from Rs.16.9 crore in FY 2015 given the muted order
inflow from the principal customer, PAPL. The company expects no major change in the operating
margins in the next fiscal with product portfolio remaining almost constant. NPM remained negative in
FY’2016 although the company recorded profits at PBT levels.

The networth remained weak in past fiscals mainly due to impact of accumulated losses resulting in
adverse capital structure. The adjusted gearing, however remained low as the debt profile remained
dominated by interest free unsecured loans from the promoters. Working Capital Intensity remained
comfortable at 7% in FY 2016 as compared to 14% in FY’ 2015 mainly due to stretched payables. The
inventory remained stretched in FY’2016 in line with FY’2015 mainly due to raw material stock and
work in progress.

Analytical approach:

Links to applicable Criteria
Corporate Credit Ratings: A Note on Methodology

About the Company:

Pragati Engineering Belgaum Private Limited (PEBPL) incorporated in 1996 is promoted by Mr. Suresh
Bhirangi, his son Mr. Mahesh S Bhirangi and his associates/friends. The Belgaum (Karnataka) based
Pragati Engineering Belgaum Private Limited is involved in manufacture of sub assemblies, precision
components among others. These components primarily find application in machine tool industry among
others.

The founders also have promoted entities like Pragati Automation Private Limited (PAPL), Pragati
Transmission Private Limited among others

Status of non-cooperation with previous CRA: Not Applicable.

Any other information: Not Applicable.


http://www.icra.in/Files/Articles/2009-October-Rating-Corp-Rating-Methodology.pdf
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Rating History for last three years:

Table: Rating History

Name of . Chronology of Rating History for the
Instrument Current Rating past 3 years
S. Rated Month - Month - Month - Month -
No. Tvoe amount year & year & year & year &
yp (Rs. rating Rating in Rating in Rating in
Crores) FY2016 FY2015 FY2014
Long March’17 | October’15 | January’14 N.A.
1 | Term Loans [ICRA]B-
term 0.28 (Stable) Suspended | [ICRA] C+ N.A.
. Long [ICRA]B-
2 | Cash Credit term 3.00 (Stable) Suspended | [ICRA] C+ N.A.
Unallocated Long [ICRA]B-
3 Limits term 2.72 (Stable) Suspended | [ICRA] C+ N.A.

# The ratings were suspended in October’2015

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



http://www.icra.in/
http://www.icra.in/
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Annexure-1
Details of Instruments

Name of the instrument | Date of | Maturity Date | Size of the issue Current Rating and
issuance (Rs. Cr) Outlook

Fund based - cash credit - - 3.00 [ICRA]B- (Stable)

Term Loans * March 2017 0.28 [ICRA]B- (Stable)

Long term — Unallocated - - 2.72 [ICRA]B- (Stable)

* Information not available

Source: Pragati Engineering Belgaum Private Limited
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financial services companies as an independent and professional investment Information and Credit
Rating Agency.
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Exchange. The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest
shareholder.
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