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* Refer Annexure for details
Rating Rationale

Acuité has downgraded its long-term rating to ‘ACUITE B+’ (read as ACUITE B plus) from ‘ACUITE BB- (read as
ACUITE double B Minus) on the Rs.14.00 Cr bank facilities of RSA Turbotech Private Limited (RSA). The outlook
is ‘Stable’.

The rating downgrade reflects weakening of the company’s business and financial risk profile owing to
weaker-than-expected operating performance in fiscal 2021. The Operating income is expected to decline
by ~90 percent to Rs.1.65 inin FY2021 as against Rs.16.83 Crin FY2020. Performance was sev erely impacted
by the muted order inflow and slower execution during the year owing to the pandemic.

RSA Turbotech Private Limited (RSA), incorporated in November, 2014, is promoted by Mr. Prasad Shetty
Mahabal and Mr.Prakash Shetty. RSA is engaged in designing, engineering, procurement, fabrication, testing
and supply of dry-gas seal skids, lube oil skids, pre-fab piping spools among others. RSA operates from its plant
at Hoskote, Bangalore.

Analytical Approach
Acuité has considered the standalone business and financial risk profile of RSA to arrive at this rating.

Key Rating Drivers

Strengths

* Extensive experience of the promoters

The company incorporated in 2014 is engaged in manufacturing of custom engineered machinery skids and
process skids to the Oil & Gas industry. The directors - Mr. Prasad Shetty and Mr. Prakash Shetty possess
experience of over 30 years in the oil and gas, telecom and power sectors. The extensiv e experience of the
promoters has helped the company to generate healthy relations with v arious customers and suppliers in
both domestic as well as global market. The company has reported operating income of Rs.16.87 Cr in
FY2020 as against Rs.11.34 Cr in FY2019. In fiscal 2021 (Provisional), revenue is expected to decline by 90
percent due to slow order inflow and its execution owing to disruptions caused by the Covid-19 pandemic.
Acuité believ es improvement in scale of operations would be a key rating sensitivity, going forward.

Weaknesses

* Above-average financial risk profile
RSA has above-average financial risk profile marked by a moderate capital structure and moderate debt
protection metrics. The net worth of the company improved to Rs.7.61 Cr as on 31 March 2020 as against Rs.6.45
Cr as on 31 March 2019. RSA maintained unsecured loans to the fune of Rs.5.99 Cr over the past 3 years ended
with 31 March 2020. The company has capital structure marked by healthy gearing (debt-Equity )Jand total outside
liabilities to tangible net worth (TOL/TNW) levels of 1.79 times and 1.97 times respectively as on 31 March 2020 vis-
a-vis 2.41 times and 2.70 times respectively as on 31 March 2019 . RSA's debt protection metrics are healthy marked
by interest coverage ratio at 4.84 times and NCA /TD of 0.22 times for FY 2020 as vis-a-vis 3.65 times and 0.20 times
for FY2019 while the Debt Service Coverage Ratio (DSCR) stood around 1.36 times in FY2020 and 1.22 times for
FY2019. Acuité believes the financial risk profile to improve over the medium term in absence of any debt funded
capex plan and expected improvement in debt coverage indicators with decline in the term loan repayment
obligations from FY2022 onwards.
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* Working capital-intensive operations

RSA's operations are working-capital-intensive marked by its gross current assets (GCA) of 132-196 days during
FY2018-FY2020. The debtor realisation days and inventory days were in the range of 11-96 days and 0-162
days, respectively, during the last 3 years ended with FY2020. The company is receiving high credit of 42-221
days from suppliers. RSA doesn't have any working capital limits but regular collections and adv ances from
customers supports the liquidity of the company.

Rating Sensitivities
e Significant improvement in scale of operations, while maintaining its profitability margins
e Any large debt-funded capital expenditure, resulting in weakening of financial risk profile.

Liquidity position: Stretched

The company has stretched liquidity position marked by adequate net cash accruals against its maturing debt
obligations. The company generated cash accruals of Rs.3-5 Cr for last three years ending through FY2020
while its maturing debt obligation stood in the range of Rs.1.00-2.90 Cr for the same period. Going forward, the
cash accruals are expected to be in the range of Rs.2.50-3.50 Cr against the debt obligation of around Rs.2.00-
2.50 Cr for the period of FY2021-23. RSA doesn't have any working capital limits but regular collections and
adv ances from customer supports the liquidity of the company. In FY2021, the estimated shortfall is expected
to be met through availing Guaranteed Emergency Credit Line (GECL) of Rs.1.50 Cr and promoters’ unsecured
loans of Rs.6.00 Cr. The Company has maintained low unencumbered cash and bank balances Rs.0.48 Cr and
the cument ratio stood at 1.50 times as on March 31, 2020. Acuité believ es that the liquidity of company is likely
to remain adequate over the medium term on account of adequate cash accruals against the repayment
obligations over the medium term.

Outlook: Stable

Acuité believes RSA wil maintain a ‘Stable’ business risk profile over the medium term benefiting from its
experienced management and moderate operating margins. The outlook may be revised to ‘Positive’ in
case of healthy growth in revenues while achieving sustained improvement in operafing margins, capital
structure and working capital management. Conv ersely, the outlook may be revised to ‘Negative’ in case of
decline in revenues or profit Margins, or in case of deterioration in financial risk profile and liquidity position.

About the Rated Entity - Key Financials

Unit FY20 (Actual) FY19 (Actual)
Operating Income Rs. Cr. 16.83 11.34
PAT Rs. Cr. 1.15 091
PAT Margin (%) 6.86 8.03
Total Debt/Tangible Net Worth Times 1.79 2.4]
PBDIT/Interest Times 4.84 3.65

Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None

Material Covenants
None

Applicable Criteria

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

e Manufacturing Sector Entities - htfps://www.acuite.in/view-rating-criteria-59.htm

e Financial Ratios And Adjustments -https://www.acuite.in/view-rating-criteria-53.ntm
e Service Sector Entities - htfps://www.acuite.in/view-rating-criteria-50.ntm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.ntm
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Name of
Date Instrument / Term ?RTo(g: ; Ratings/Outlook
Facilities T 9
ACUITE BB- / Stable
Term Loan Long Term 11.00 (Upgraded from
) } ACUITE B+/Stable)
07-May-20 ACUITE BB- / Stable
Term Loan Long Term 3.00 (Upgraded from
ACUITE B+/Stable)
ACUITE B+/ Stable
22-Feb-19 Term Loan Long Term 14.00 (Upgraded from ACUITE D)
ACUITED
18-Dec-17 Term Loan Long Term 14.00 (Downgraded from ACUITE B)
*Annexure - Details of instruments rated
Name of the Date of Coupon Maturity Size of the Issue .
Facilities Issuance Rate Date (Rs. Cr.) Ratings/Outlook
Not ACUITE B+ / Stable
Term Loan 29-02-2016 Applicable 31-03-2022 4.56 (Downgraded from
PP ACUITE BB-/Stable)
Not ACUITE B+ / Stable
Term Loan 29-02-2016 Applicable 31-01-2022 3.00 (Downgraded and
PP Withdrawn)
ACUITE B+ / Stable
Proposed Bank . Not
i Not Applicable ) . 9.44 (Downgraded from
Facility Applicable Applicable ACUITE BB-/Stable)
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About Acvuité Ratings & Research:
Acuité Ratings & Research Limited (Erstwhile SMERA Ratings 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-II
norms in the year 2012. Since then, it has assigned more than 6,000 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 has its Registered and Head Office in Mumbai.

Disclaimer: An Acuitérating does not constit ute an audit of therated entityand should not be treated as arecommendation
or opinion that isintended to substitute for a financial adviser's orinvestor'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,
inparticular, makes no representation or warranty, expressed or implied with respect to the adequacy, accuracy or
completeness of the information relied upon. Acuitéis not responsible for any errors or omissions and especiallystatesthat
it hasnofinancialliabilitywhatsoeverfor any direct, indirect or consequentialloss of any kind arising from the use of itsratings.
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 anyinstrument rated by

Acuité.
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