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Instrument* Rated Amount 

(in crore) 

Rating Action  
 

Long term:  Term Loan  3.50 [ICRA]BB-(stable) assigned 

Long term:  Unallocated facilities 6.50 [ICRA]BB-(stable) assigned 

Total  10.00  

*Instrument Details are provided in Annexure-1 
 

Rating Action  

ICRA has assigned a long-term rating of [ICRA]BB- (pronounced ICRA double B minus) to the Rs. 3.50 crore
^
 term 

loan facilities and the Rs 6.50 crore unallocated facilities of Teknomec (the firm). The outlook on the rating is 

Stable.  

 

Rationale  
 

The assigned rating takes into account the firm’s status as an authorized marketer for established track 

record for globally reputed Taiwanese CNC Original Equipment Manufacturers (OEMs) such as Dah Lih 

machinery industry co. Ltd, Zitai Precision Machinery Co., Trident Machinery Co., Ltd. etc. The rating 

also considers Teknomecs’ growing customer base supported by stable sales growth; and the long track 

record of the promoters and the group in the CNC equipment industry. Further, the rating also considers 

the firm’s healthy operating margins and strong financial profile characterised by moderate gearing and 

adequate debt coverage indicators.  

 

However, the comfort drawn from these factors is moderated by the relatively small scale of operations 

and the limited value additive nature of the business. The rating also considers the susceptibility of 

Teknomecs’ volume growth on new customer additions given the relatively longer replacement cycle of 

its products; however the firm receives healthy repeat orders from its customers resulting in consistent 

revenues. The rating also takes into account the inherent cyclicality in the end-user industry and the risks 

of capital continuity inherent to a partnership firm. 

 

Key rating drivers  

Credit Strengths 

 Track record of promoters in the business of CNC machines 

 Financial profile characterized by healthy operating margins, return indicators  

 Healthy capital structure with moderate gearing and adequate debt coverage indicators  

Credit Weakness 

 Relatively small scale of operations and limited value additive nature of the business 

 Volume growth susceptible to the number of new customers the company adds every year due to 

longer replacement cycle; however, the firm receives healthy repeat orders from its customers every 

year resulting in consistent revenues 

 Exposed to inherent cyclicality  in end-user industries 

 Risk associated with entity being a partnership firm 

 

                                                           
^
 100 lakh = 1 crore = 10 million 

http://mis.icraindia.in/ICRA/Admin/CustomerWiseRRF.aspx?Linkid=%2fkpl5tuu47A%3d


 

 

Description of key rating drivers highlighted above: 

 

The assigned ratings positively factor in the strong technical expertise and track record of the promoters 

in the CNC machine industry which has lead to robust revenue growth over the past two fiscals. Since 

operation, the company had authorized marketing arrangements with major Taiwanese OEM’s like Dah 

Lih machinery industry co. Ltd, Zitai Precision Machinery Co., Trident Machinery Co., Ltd which has 

supported the revenue growth to a large extent. Further the company registers healthy operating margins 

with the consistent commission percentage Teknomec is able to generate from its customers and moderate 

employee and selling expenses. 

 

Teknomec’s capital structure was comfortable as of March 31, 2016 characterised by healthy gearing and 

debt protection metrics. The debt profile of the firm was low comprising majorly of term loans of Rs. 3.49 

crore and unsecured loans from micro finance organisations of Rs. 1.79. This, amid healthy accretion to 

reserves in FY2016 has resulted in a comfortable capital structure with a gearing of 1.04 times as on 

March 2016. 

 

Teknomec reported a PAT of Rs. 0.52 crore on operating income of Rs. 5.47 crore, for the year ended 

FY2016. 

 

Links to applicable Criteria  
Corporate Credit Rating –A Note on Methodology 

http://www.icra.in/Files/Articles/2009-October-Rating-Corp-Rating-Methodology.pdf 

 

About the Company:  

Teknomec was incorporated in the year 1993 as a partnership firm by two qualified engineers,                   

Mr. K. Venkateswaran and Mr.R.E Chandrasekar to operate exclusively in the industrial machines market 

and provide comprehensive solutions. Teknomec was set-up as a marketing firm involved in the 

marketing and sales of the Taiwanese CNC machines. Later, Teknomec expanded and set-up a servicing 

unit for the CNC machines. The firm has its corporate office at Ambattur, Chennai to support its trading 

operations. The firm primarily operates as a marketer of industrial machines such as Vertical, horizontal 

& 5-axis CNC machine centers, cold chamber & hot chamber die casting machines, CNC turning center, 

CNC high speed tapping center and die casting vaccum machines. Teknomec has exclusive arrangements 

since 1993 for marketing and servicing of CNC machine tools and CNC die casting machines by 

representing major four companies from Taiwan.  
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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


 

 

Rating History for last three years: 
Table: Rating History 
S.No  Name of 

Instrument  

 

Current Rating  Chronology of Rating History for 

the past 2 years  

Type 
 

Rated 

amount 

(Rs. crore) 
 

Month-year & 

Rating 

FY2017 

Month- year & 

Rating in 

 

FY2016 

Month- year & 

Rating in 

 

FY2015 

    March 2017   

1 Term loan Long Term 3.50 [ICRA]BB-(stable) - - 

2 
Unallocated 

facilities 

Long 

Term 
6.50 [ICRA]BB-(stable) - - 

 

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 

Details of Instrument 

 

Name of the instrument  Date of 

issuance  
Coupon 

rate 
Maturity 

Date  
Size of the 

issue 

(Rs. Cr)  

Current Rating and 

Outlook  

Term loan FY2014 - FY2018 3.50 [ICRA]BB-(stable) 

Unallocated facilities - - - 6.50 [ICRA]BB-(stable) 

 

 

Name and Contact Details of the Rating Analyst(s):   

 

R Srinivasan 

+91 4596 4315 

srinivasan.r@icraindia.com 

 

Ankita Sheth 

+91-80-49225513 

ankita.sheth@icraindia.com 

 

Krithi Gugan K 

+91 0444596345 

krithi.gugan@icraindia.com  

Name and Contact Details of Relationship Contacts:  

 

Jayanta Chatterjee 

+91 80 4332 6401 

jayantac@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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Contents may be used freely with due acknowledgement to ICRA 

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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