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Rating Rationale
Acuité has reaffirmed its long-term rating of ‘ACUITE BBB-' (read as ACUITE t riple B minus)
and the short-term rating of ‘ACUITE A3’ (read as ACUITE A three) on the Rs.25.60 Cr.
bank facilities of Oriental Engineering Works Private Limited (OEWPL). The outlook is ‘Stable’.

Acuité has assigned its long-term rating of ‘ACUITE BBB-' (read as ACUITE t riple B
minus) on the Rs.3.73 Cr. bank facilities of Oriental Engineering Works Private Limited (OEWPL).
The outlook is ‘Stable’.

Acuité has reaffirmed & withdrawn its long-term ratfing of ‘ACUITE BBB-' (read as ACUITE
t riple B minus) on the Rs.1.50 Cr. bank facilities of Oriental Engineering Works Private Limited
(OEWPL). The outlookis ‘Stable’.

Rationale for reaffirmation of ratings

The rating continues to drive comfort from the extensive experience of the promoters in the
line of business, established relationships with its customer and supplier base, along with the
moderate financial risk profle and adequate liquidity. The rating nonetheless remains
constrained on account of intensive working capital requirements, modest scale of
operations, and deterioration in its profitability indicators on account of stress in the cost
structure.

About the Company

Haryana-based Oriental Engineering Works Private Limited (OEWPL) was incorporated in 1933
as Karma Engineers in Lahore - India (undivided). Currently, the company is promoted by Mr.
Raman Saluja, Mr. Satish Chandra Saluja, Mr. Gayatri Saluja, Ms. Divya Khanna, Ms. Sunita
Saluja, and Ms. Samira Saluja. OEWPL is into the manufacturing of hydraulic jacks, cylinders,
pumps, power packs among others for the construction and mining industries via the
manufacturing facilities located in Yamuna Nagar (Haryanal).
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Analytical Approach

Acuité has considered the standalone view of the business and financial risk profile of OEWPL
to arrive at the rating.

Key Rating Drivers

Strengths

Established track record of operations supported by experienced promoters

OEWPL is promoted by the Saluja family viz. Mr. Raman Saluja, Mr. Satish Chandra Saluja, Mr.
Gayatri Saluja, Ms. Divya Khanna, Ms. Sunita Saluja, and Ms. Samira Saluja who an experience
of over two decades in the industry. The company has an established track record with more
than eight decades of operations in the region of Haryana. The long frack record of
operations and experienced management has allowed the company to maintain healthy
long-standing relations with its customers and suppliers.

Acuité believes that OEWPL will continue to benefit from its established presence in the
aforementioned industry and the promoter's demonstrated ability to scale up the operations
across various cycles.

Healthy financial risk profile

The company's financial risk profile is healthy, marked by above-average net worth, low
gearing, and moderate debt protection metrics.

The net worth stood modest at Rs.21.20 crores as on March 31, 2021while improving on a Y-O-
Y basis over the last three years through FY2021 on account of healthy accretion to reserves.
The company has followed a conservative financial policy in the past, the same is reflected
through its comfortable gearing levels of 0.14 times as on March 31, 2021 as against 0.26 times
as on March 31, 2020. Total Outside Liabilities/Total Net Worth (TOL/TNW) has also shown
significant improvement o 0.76 times as on March 31, 2021, as compared to 1.12 fimes as on
March 31, 2020. Further, the Net Cash Accruals to Total Debt (NCA/TD) has also strengthened
to 1.52 times in FY2021 as against 1.01 times in FY2020. The coverage indicators have
improved on a Y-O-Y basis marked by Interest Coverage Ratio (ICR) at 8.12 times in FY2021
as against 5.16 times for FY2020 while the Debt Service Coverage Ratio (DSCR) stood at 5.28
fimes in FY2021 as against 4.05 times in FY2020. The improvement is on account of a reduction
in overall debt and the borrowing expenses in the entity.

Acuite expects the financial risk profile to remain healthy over the medium term on account
of healthy accretion toreserves.

Weaknesses

Intensive working capital requirements

OEWPL's working capital requirements are intensive while improving on a Y-O-Y basis as is
reflected by its Gross Current Assets (GCA) of 147 days for FY2021 as against 190 days in
FY2020. OEWPL's GCA is characterized by improvement in the inventory holding period of 39
days in FY2021 as against 90 days in FY2020. Nonetheless, debtors’ collection period has
deteriorated to 94 days in FY2021 as against 80 days in FY2020. Creditors’ payment period has
also been reduced to 50 days in FY2021 as against 141 days in FY2020 earlier. The fund and
non-fund-based short-term working capital limits remain utilized at ~50 to 70 percent for the 6
month period ended December 2021.

Acuité expects the operations of the company to remain working capital intensive on
account of the high debtor collection period maintained by the company.

Modest scale of operations impacted by declining margins

While being in the industry for more than 8 decades, OEWPL's scale of operations stands
modest marked by operating income of Rs.53.28 Cr. in FY2021 as against Rs.44.83 Cr. in FY2020.
Further, the modest scale of operations is impacted by deteriorating profitability indicators as
reflected in its EBITDA margins of 12.44 percent in FY2021 as against 15.61 percent in FY2020
and PAT margins of 4.81 percent in FY2021 as against 7.11 percent in FY2020. The benefits
accrued from the reduction in borrowing costs are nullified by increasing operating costs.

Intense competition aggravated by fragmented nature of the industry
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The iron and steel industry is a highly fragmented industry and there is large number of
organized and unorganized players which has led to high competition in the industry. The
company faces competition from few large players as well as numerous players in the
unorganized segment. Also on account of its manufacturing nature of business, the entry
barriers are low, leading fo stiff competition for the company.

Rating Sensitivities

e Significantimprovement in scale of operations, while maintaining its profitability margins.
e Deterioration in the working capital cycle leading to stress on the debt protection
metrics or the liquidity position of the entity.

Material covenants

o DSCR greater than 2.57 times
¢ |ICR greater than 6.30 times.

Liquidity Position: Adequate

OEWPL has an adequate liquidity position marked by adequate net cash accruals vis-a-vis its
maturing debt obligations. The company generated cash accruals of Rs.4.52 crore while its
maturing debt obligations stood at Rs.0.49 crore in FY2021. The cash accruals of the company
are expected to be around Rs.5.00-Rs.6.00 crores against repayment obligations of ~Rs.0.42
crore for the period 2021-24. The working capital limits are utilized at ~50-75 percent for the six-
month period ended December 2021. The company maintains unencumbered cash and bank
balances of Rs.0.70 crore as on March 31, 2021 while the current ratio stood at 1.68 times as
on March 31, 2021.

Outlook: Stable

Acuité believes that OEWPL will maintain a ‘Stable’ outlook in the near to medium term on
account of ifs stable business risk profile supported by its established position in the market
and diversified revenue profile. The outlook may be revised to 'Positive' if the enfity registers
higher-than-expected growth in its scale of operations, while also improving its operating
profitability and coverage indicators. Conversely, the outlook may be revised to 'Negative' in
case the entity registers a significant decline in revenues or profitability indicators or if the
financial risk profile deteriorates due to a higher-than-expected increase in debt-funded
capex/requirements or working capital requirements resulting in deterioration in the overall
capital structure.

Key Financials

Particulars Unit FY 21 (Actual) FY 20 (Actual)

Operating Income Rs. Cr. 53.28 4483
PAT Rs. Cr. 2.56 3.19
PAT Margin (%) 48] /.11
Total Debt/Tangible Net Worth Times 0.38 0.56
PBDIT/Interest Times 8.12 5.16

Status of non-cooperation with previous CRA (if applicable)

Not Applicable

Any other information

None
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Applicable Criteria
* Default Recognition - https://www.acuite.in/view-rating-criteria-52.htm
* Entities In Manufacturing Sector -https://www.acuite.in/view-rating-criteria-59.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
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Rating History

Date Istrunri‘leqn?s‘/eF:cfilities Term ?Rr:ogrr;i Rating/Outlook
omtoon |18 or0 | POVHE g goton
concear |12 50 |FTERE S8 g
Bank Guarantee %anq 537 ACUITE A3 (Upg{ig?d from ACUITE
Letter of Credit %Qﬁg 495 ACUITE A3 (UpgAri?)ed from ACUITE

Ogdgg Proposed Term Loan %grnrg 2.00 ACUITE B}E(B:-U!TET(B]BDLG|(LSJ$O%|O€?6(1 from
omtoon {120 | FTERE S5 g

Proposed Working Capital| Long ACUITE BBB- | Stable (Upgraded from
Demand Loan Term 5.71 ACUITE BB+ | Stable)
Standby Line of Credit | 7o 050 | ACUTEAS(RGacoditom ACKIE
sorkGuarantee | 01| a0 | ACUTEAS(Upgraded rom ACUTE
TermLoan |T-grnn? 0.80 ACUITE BB+ | Stable (Reaffirmed)
Cash Credit LONgl 550 | ACUEBB* | Stable (Reaffimed]
Bonk Guarantee | 7007 3.80 ACUITE A4+ (Reaffirmed
Proposed TemLoan | 1on9| 200 | ACUIE BB+ | Stable (Reaffirmed
P | LefterofCredit | hon| 495 ACUITE A4+ (Reaffimed]
roposed Woring Lapiiall LORG 571 | ACUIE BB+ | Stable (Reaffirmed
Bank Guarantee %gﬁg 5.37 ACUITE A4+ (Reaffirmed)
TermLoan %gpn? 0.70 ACUITE BB+ | Stable (Reaffirmed)
Standby Line of Credit | 2007 0.50 ACUITE A+ (Recffimed]
Cash Credit %g;;g 550 | ACUITE BB+ | Stable (Reaffirmed)
TermLoan tONdl 070 | ACUITEBB* | Stable (Reaffimed)
TermLoan %grnrr? 0.80 ACUITE BB+ | Stable (Reaffirmed)
Standby Line of Credit | 30on|  0.50 ACUITE Ad+ (Assigned)
Pl leferofCredt | joon| 495 ACUITE Ad+ (Recffimed]
Bank Guarantee ?anq 3.80 ACUITE A4+ (Reaffirmed)
ropased Workng Capifel| LONGl 571 | ACUTEBB+ | Stable [Assigned
Proposed Term Loan %gprr? 2.00 ACUITE BB+ | Stable (Assigned)
Short
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Bank Guarantee Term 5.37 ACUITE A4+ (Assigned)
Cash Credit 2009l 550 | ACUIEBB* | Stable [Reaffimed)
TermLoan %gpn? 1.21 ACUITE BB+ | Stable (Reaffirmed)
gl TermLoan 2ON9 100 | ACUTEBB* | Stable [Assigned
Letter of Credit ?Qronzr 0.50 ACUITE A4+ (Reaffirmed)
Bank Guarantee %2% 1.53 ACUITE A4+ (Reaffirmed)
TermLoan LON9| 274 | ACUTEBB* | Stable [Assigned
Cash Credit NG 500 | ACUITEBB+ | Stable [Assigned]
]]25?2 Letter of Credit ?Qﬁg 0.50 ACUITE A4+ (Assigned)
Derivative Exposure %Qﬁg 0.25 ACUITE A4+ (Assigned)
BankGuorantee | Joon|  1.25 ACUITE A4+ (Assigned)

*Consists of sublimit of LC facility of Rs.1.25 Cr. and SBLC facility of Rs.1.00 Cr.
AConsists of sublimit of EPC/PCFC up to Rs.2.50 Cr. and EBUC/EBR/FBP up to Rs.5.00 Cr.
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Annexure - Details of instruments rated

Lender’s Date Of | Coupon | Maturity |Quantum .
Name ISIN Facilifies Issuance | Rate Date | (Rs. Cr.) Ratfing
State Bank| ~ Not Guoroi?enek/Leﬁer Not Not Not 4.50 AR
of India |Applicable of Guarantee Applicable|ApplicablelApplicable Reaffimed

ACUITE

State Bank|  Not , Not Not Not BBB- |
ofIndia |Applicable Cash Credit Applicable ApplicablelApplicable 9.00 Stable |
Reaffirmed

ACUITE

Not Not Proposed Long Not Not Not 11.60 BBB- |
Applicable|Applicable| Term Bank Facility |Applicablel Applicablel Applicable ' Stable |
Reaffirmed
State Ban Not Stand By Lipe of Not Not Not 0.50 ACUTE A3
ofIndia |Applicable Credit Applicable Applicablel Applicable] Reaffimed

ACUITE

State Bank|  Not BBB- |
of India|Applicable Termloan  [29-06-2021] 7.65 |30-06-2025| 1.50 Stable |
Assigned

ACUITE

State Bank|  Not BBB- |
Assigned

ACUITE
State Bank) Mot Temloon 09102018 1145 |3112.2021| 070 |Reoffimed

of India |Applicable ' : g

Withdrawn

ACUITE
State Bank| ~ Nof Temtoan  |09-102018] 1145 |31122021] 080 |Reatimmed

of India |Applicable : : g

Withdrawn

ACUITE

State Bank|  Not | Working Capital |10~/ AL BBB- |
ofIndia |Applicable]  TermLoan 29-06:2021) 740 30-06-2025 1.29 Stable |
Assigned
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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 to various securities, debt
instruments and bank facilities of entities spread across the country and across a wide cross
section of industries. It hasits Registered and Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rafing 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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