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Rating Rationale
Acuité has downgraded & withdrawn the long-term rating to "ACUITE BB' (read as ACUITE
double B) from 'ACUITE BB+' (read as ACUITE double B plus) and reaffirmed &
withdrawn the short-term rating of "ACUITE A4+' (read as ACUITE A four plus) on the
Rs.12.50 crore bank facilities of Technocraft Associates (TA).
The rating is being withdrawn on account of the request received from the firm and the NOC
received from the banker as per Acuité's policy on withdrawal of ratings.

About the Firm

Mumbai - based, TA was established as a proprietorship firm in 2006 by Mr. Vishnu Banwani.
The firm is engaged in trading of uniforms, textiles, textile made ups, solar equipment and
other merchandise products. The firm has also diversified info civil works for which it has a
dedicated team in place. The firm supplies its products to Institutional, Semi-government and
Government organizations such as Municipal Corporations of Greater Mumbai (MCGM),
NSIC (National Small Industries Corporation) Telangana, MB&OCW (Maharashtra Buildings &
Other Construction Workers) Welfare Board, among others.

Analytical Approach

Acuité has taken a standalone view of the business and financial risk profile of TA to arrive at
the rating.

Key Rating Drivers

Strengths

>Established track record of operations and experienced management

The firm, established in 2006, has an operational frack record of over a decade in the trading
industry. The proprietor, Mr. Vishnu Banwani has more than two decades of experience in the
similar line of business. The extensive experience has enabled the firm to establish healthy
relationships with customers and suppliers.

Acuité believes that the established track record of operations, proprietor's extensive
experience and healthy relationship with customers and suppliers is expected to support its
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business risk profile over the medium term.

>Healthy financial risk profile

Financial risk profile of TA is healthy marked by comfortable net worth, moderate total outside
liabilities to total net worth (TOL/TNW), and comfortable debt protection metrics. Tangible
net worth of the firm stood comfortable at Rs.17.15 crore as on March 31, 2021) against
Rs.15.56 crore as on March 31, 2020. TOL/TNW stood at 0.23 times as on March 31, 2021
against 0.67 times as on March 31, 2020. The firm has no outstanding debt as on March 31,
2021.Debt protection metrics of interest coverage ratfio and DSCR stood comfortable at 24.04
times in FY2021 against 15.46 times in FY2020.

Acuité believes that the financial risk profile of the firm is expected to remain comfortable on
account of comfortable net worth backed by healthy cash accruals vis- a-vis nil debt
repayment obligations and comfortable debt protection metrics.

Weaknesses

>Working capital intensive operations

TA's working capital operations are intensive marked by Gross Current Asset days (GCA) of
203 days in FY2021 against 128 days in FY2020. The inventory days stood at 3 days in FY2021
against 20 days in FY2020. The firm purchases materials based on confirmed orders only. The
debtors’ days stood at 144 days in FY2021 against 100 days in FY2020. The credit period given
to customers is around 90-120 days. However, the debtors’ days increased in FY2021 since
there was a delay in receiving payment from the customers due to the impact of Covid-
19. The creditors’ days stood at 57 days in FY2021 against 71 days in FY2020. The firm makes
advance payments to their suppliers and sometimes they enjoy a credit period of 30 days.
However, the creditors’ days increased in FY2021 due to a back-to-back payment
mechanism followed by the management. Average utilization of the Cash Credit facility for
the last 6 months is less than 30% and average utilization of the Bank Guarantee facility for
the last 6 months is 70%.

Acuité believes that the working capital operations are expected to remain on similar lines
with respect to the receivable cycle; which willremain a key rating sensitivity factor.

>Deterioration in revenues in FY2021 & FY2022

The turnover of TA stood at Rs.32.95 crore in FY2021 against 70.39 crore in FY2020. The turnover
declined majorly due to the impact of Covid-19. The firm has already achieved furnover of
around Rs.15 crore for 11MFY2022 and is expecting to achieve around Rs.20 crore in FY2022.
The firm expects low revenues for FY2022 due to the impact of covid-19 since the firm faced
problems for 1.5 years.

>Competitive and fragmented industry and tender based business

TA operates in a highly fragmented industry with limited entry barriers, wherein the presence of
a large number of players in the sector limits the bargaining power with customers. Further, the
firm mainly caters to the government and semi-government bodies, which are tender based
and the revenue growth depends on its ability to successfully bid for tenders.

Rating Sensitivities

o Growth inrevenue with sustainability of the profitability margins.

¢ Any deterioration of its financial risk profile and liquidity position.

¢ Any elongation of the working capital cycle leading to deterioration in debt protection
metrics.

Material covenants
None

Liquidity Position: Adequate
TA has an adequate liquidity position as reflected by adequate net cash accruals against
moderate repayment obligations. The firm generated cash accruals in the range of Rs.3.75
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crore - Rs.7.38 crore during the last three years through FY2019-21 against nil repayment
obligations during the same period. Unencumbered cash and bank balances stood at Rs.3.85
crore as on March 31, 2021 with a current ratio of 5.02 times in the same period. Liquid
investments stood at Rs.1.63 crore as on March 31, 2021. The Company has not availed any

covid loans / covid moratorium. The firm has no outstanding debt as on March 31,
2021. Average utilization of the Cash Credit facility for the last 6 months is less than 30% and
average utilization of the Bank Guarantee facility for the last 6 months is 70%.

Acuité believes that liquidity profile is expected to remain adequate on account of
adequate cash accruals against moderate repayment obligations.

Outlook
Not Applicable

Key Financials

Particulars Unit | FY 21 (Actual) FY 20 (Actual)
Operating Income Rs. Cr. 32.95 70.39
PAT Rs. Cr. 3.66 /.28
PAT Margin (%) 11.12 10.34
Total Debt/Tangible Net Worth Times 0.00 0.00
PBDIT/Interest Times 24.04 15.46

Status of non-cooperation with previous CRA (if applicable)
Not Applicable

Any other information
None

Applicable Criteria

* Default Recognition - https://www.acuite.in/view-rating-criteria-52.htm

* Trading Entitie: https://www.acuite.in/view-rating-criteria-61.htm

* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criterio-
53.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.htm

Rating History

Name of Amount .
Date Istruments/Facilities Term (Rs. Cr) Rating/Outlook
. Long ACUITE BB+ | Stable (Upgraded from
08Jon|  CoshCredit | ygmm) 330 ACUITE BB | Stable]
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Annexure - Details of instruments rated

Lender’s Date Of | Coupon | Maturity |Quantum .
Name ISIN Facilities Issuance | Rate Date |(Rs.Cr.) Rating
Punjab Bank ACUITE A4+

: Noft Not Not Noft :

National . Guarantee/Letter . . . 9.00 || Reaffirmed

Bank Applicable of Guarantee Applicable|Applicable|Applicable & Withdrawn

ACUITE BB |

Punjab Downgraded
; Not . Not Not Not :

Ngm(m Applicable Cash Credit Applicable|Applicable|Applicable 350 |& V?wglrrgwn

ACUITE BB+ )

Note: Letter of Credit (Inland) is sublimit to Bank Guarantee limit to the extent of
Rs.6.00 Cr.
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About Acuité Ratings & Research

Acuité Ratings & Research Limited is a full-service Credit Rating Agency registered with the
Securities and Exchange Board of India (SEBI). The company received RBI Accreditation as an
External Credit Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-Il norms in the
year 2012. Since then, it has assigned more than 8,850 credit ratings fo various securities, debt
instruments and bank facilities of entities spread across the country and across a wide cross
section of industries. It has its Registered and Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entityand should not
be treated as a recommendation or opinion that is intended to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Acuité ratings are based on the data and information provided by the issuer and obtained
from other reliable sources. Although reasonable care has been taken to ensure that the
data and information is true, Acuité, in particular, makes no representation or warranty,
expressed or implied with respect tothe adequacy, accuracy or completeness of the
information relied upon. Acuité is not responsible for any errors or omissions and especially
states that it has no financial liability whatsoever for any direct, indirect or consequential loss
of any kind arising from the use of its ratings. Acuité ratings are subject to a process of
surveillance which may lead to a revision in ratings as and when the circumstances so
warrant, Please visit our website (www.acuite.in) for the latest information on any instrument
rated by Acuité
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