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September 30, 2020 

S.S. Enterprises Electricals: Long-term rating downgraded to [ICRA]B+ (Stable); Short-term 

rating reaffirmed 

Summary of rating action 

Instrument* 
Previous Rated 
Amount (Rs. crore) 

Current Rated Amount 
(Rs. crore) 

Rating Action 

Long-term – Fund-based- CC 4.00 4.00 
[ICRA]B+ (Stable); downgraded 
from [ICRA]BB- (Stable) 

Short-Term – Non-fund based 1.00 1.00 [ICRA]A4; reaffirmed 
Total  5.00 5.00  
*Instrument details are provided in Annexure-1  

Rationale  

The rating downgrade factors in the weakening of S.S. Enterprises Electricals’ (SSEE) financial profile in the recent past, as 

illustrated by the contraction in its profit margins and cash accruals and expected stretch in cash accruals in FY2021.  The 

ratings also note the leveraged capital structure of SSEE characterized by its low net worth position and high reliance on 

external borrowings for working capital requirement. The ratings remain constrained by intense competition from other 

players in the electrical contracting business limiting the pricing flexibility of the entity.  

While arriving at the ratings, ICRA continues to derive comfort from the extensive experience of the management in the 

electrical contracting business for over three decades. The ratings positively factor in the long presence and proven track 

record of SSEE, which has facilitated in established customer relationship, thereby ensuring repeat orders.  

The Stable outlook on the [ICRA]B+ rating reflects ICRA’s opinion that the company will continue to benefit from its 

established position and from the experience of the management in the electrical contracting business. 

Key rating drivers and their description  

Credit strengths 

Extensive experience of the management – The firm’s CEO, Mr. S. Selvaraju, has an established presence of over three 

decades in the electrical contracting business. SSEE’s extensive presence in the business and the CEO’s vast experience 

has enabled the firm in establishing a strong association with its key customers and suppliers.  

Healthy revenue growth – The firm’s operating income witnessed a 15% YoY growth in FY2020 to Rs. 20.2 crores (as per 

provisional financials) from Rs. 17.6 crores in FY2019. The firm has grown at a healthy CAGR of 16.2% during the period 

FY2015 to FY2020. However, the OI for FY2021 is expected to be impacted by the lockdown on account of Covid-19 

pandemic. The healthy orders in hand of the entity of around Rs. 10 crore adds revenue visibility for the near term. 

Credit challenges 

Modest scale of operations – Despite the healthy growth in operating income in the recent past, the firm’s scale of 

operations remains modest, as characterised by an operating income (OI) of Rs. 20.2 crore in FY2020 (as per provisional 

financials) restricting the benefits arising from economies of scale. The OI for FY2021 is also expected to be impacted by 

the lockdown on account of Covid-19 pandemic. 
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Operating margins constrained by the limited pricing flexibility of the entity – The electrical contracting business is 

characterised by intense competition limiting the pricing flexibility of the entity. The limited pricing flexibility has exerted 

pressure on the profit margins, with PAT/OI declining to 0.7% in both FY2019 and FY2020 from 3.7% in FY2018.  

Leveraged capital structure and weakening coverage indicators – SSEE’s capital structure is leveraged, owing to its low 

net worth position and its high reliance on external borrowings for its working capital requirement. The coverage 

indicators witnessed a decline in FY2019 on account of the decline in margins, with interest coverage ratio declining to 

1.2 times in FY2019 from 2.0 times in FY2018. 

Liquidity position: Stretched 

SSEE’s liquidity position remains stretched as characterised by the limited buffer available in its working capital facilities 

and the minimal cash balances maintained. The average utilisation of its working capital facility remained high at 100% of 

the sanctioned limits during January 2020 and August 2020.  

Rating sensitivities 

Positive triggers – ICRA may upgrade the ratings if the company is able to improve its scale of operations while 

improving its profitability metrics and liquidity position.  

Negative triggers – Pressure on SSEE’s ratings could arise if the company’s profitability metrics witness decline resulting 

in deterioration in its debt coverage indicators and further weakening of liquidity position. 

Analytical approach 

Analytical Approach Comments 

Applicable Rating Methodologies Corporate Credit Rating Methodology 

Parent/Group Support Not applicable 

Consolidation/Standalone The ratings are based on the standalone financial profile of the company 

 

About the company 

SSEE was established in 2006, with Ms. Amutha Selvaraju as its proprietor. The firm is primarily involved in design and 
execution of electrical projects of voltage class up to 33 KV. The day-to-day operations are managed by Mr. Selvaraju, its 
Chief Executive Officer, who has an extensive experience of over thirty-five years in the electrical contracting business.  

Key financial indicators  

 FY2018 (Audited) FY2019 (Audited) FY2020 (Provisional) 

Operating Income (Rs. crore) 16.3 17.6 20.2 
PAT (Rs. crore) 0.6 0.1 0.2 
OPBDIT/OI (%) 7.6% 4.9% * 
PAT/OI (%) 3.7% 0.7% 0.7% 
    
Total Outside Liabilities/Tangible Net Worth (times) 2.0 2.0 * 
Total Debt/OPBDIT (times) 3.5 5.6 * 
Interest Coverage (times) 2.0 1.2 * 
Source: SSEE; *- Data not available 

https://www.icra.in/Rating/ShowMethodologyReport/?id=602
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Status of non-cooperation with previous CRA:  

CRISIL has revised SSEE’s rating to CRISIL B+(Stable)/CRISIL A4 (ISSUER NOT COOPERATING) in June 2020. 

Any other information: None 

Rating history for past three years 

 Instrument 

Current Rating (FY2021) Rating History for the Past 3 Years 

Type 
Amount 
Rated 

Amount 
Outstanding 
(as on 
March 31, 
2020) 

Rating FY2020 FY2019 FY2018 

30-Sep-2020 - 14-Mar-2019 - 

1 
Fund-based –
Cash Credit 

Long Term 4.00 3.99 [ICRA]B+ (Stable) - 
[ICRA]BB-
(Stable) 

- 

3 Non-fund based Short Term 1.00 - [ICRA] A4 - [ICRA] A4 - 

Amount in Rs. crore, Source: SSEE 

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 

  

https://www.icra.in/Rating/ShowRatingPolicyReport/?id=1&type=new
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Annexure-1: Instrument details 

ISIN Instrument Name 

Date of 
Issuance / 
Sanction Coupon Rate 

Maturity 
Date 

Amount 
Rated 
(Rs. crore) 

Current Rating and 
Outlook 

NA Fund-based – Cash Credit NA NA NA 4.00 [ICRA]B+ (Stable) 
NA Non-fund based  NA NA NA 1.00 [ICRA]A4 
Source: SSEE 

Annexure-2: List of entities considered for consolidated analysis: Not applicable 
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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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