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Rating Rationale

Acuite has downgraded the long-term rating to ‘ACUITE BBB-' (read as ACUITE triple B minus)
from ‘ACUITE BBB’' (read as ACUITE friple B) and the short term rating to ‘ACUITE A3’ (read as
ACUITE A three) from ‘ACUITE A3+’ (read as ACUITE A three plus) on the Rs.125.00 crore bank
facilities of Phils Heavy Engineering Private Limited (PHEPL). The outlook is ‘Stable’.

Rationale for rating downgrade

The rating downgrade reflects weak operating performance marked by declining revenues
and profitability couple with low order book position which provides limited revenue visibility.
The rating draws comfort from the experienced management and long operational track
record of the company. The rating also factors in healthy financial risk profile supported by
moderate net worth, low gearing, and adequate debt protection metrics. However, the
rating remains constrained on account of working capital intensive operations, customer
concentration risk, susceptibility of operating performance to volatility in raw material prices,
tender based operations and capital expenditure in the end user industry.

About the Company

Phils Heavy Engineering Private Limited (PHEPL) is @ Mumbai based company incorporated in
1992. The company started its operations as Phils Engineering Corp in 1971. 1t is engaged in the
manufacturing of medium sized to heavy equipment such as heat exchangers, pressure
vessels, columns for petrochemicals, gas, fertilizer, chemical, and refineries Industries. The
company has accreditation of QMS- 1ISO 9001:2008, EMS- ISO 14001:2004, OHSAS 18001: 2007,
ASME ‘U’ & 'U2', NBS ‘R’. Mr. Varghese Philip and Mr. Ajay Kurian Philip are the directors of the
company

Unsupported Rating
Not Applicable

Analytical Approach
Acuité has considered the standalone business and financial risk profiles of PHEPL to arrive at
this rating.
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Key Rating Drivers
Strengths

Experienced management with an established frack record of operations and reputed clientele
PHEPL is promoted by Mr. Varghese Philip and Mr. Ajay Philip, who together have over three
decades of experience in the heavy engineering industry. Owing to the promoters’ rich
experience and the company's long-standing frack record of operations, PHEPL has been
able to establish long and healthy relationships with reputed clients such as Bharat Petroleum
Corporation Limited, Dangote Petroleum Refinery & Petrochemicals, Indian Oil Corporation
Limited, and Linde India. Acuité believes that PHEPL will continue to benefit from its
experienced management, established operational frack record, and strong relationships
with reputed clientele.

Healthy financial risk profile

PHEPL's financial risk profile remains healthy, supported by a moderate net worth and low
gearing. The tangible net worth stood at Rs. 106.84 crore as on March 31, 2025, compared to
Rs. 103.28 crore as on March 31, 2024, driven by accretion of profits, along with quasi-equity of
Rs. 17.74 crore in FY2025. Total debt increased to Rs. 7.88 crore as on March 31, 2025 from Rs.
0.93 crore as on March 31, 2024, primarily due to higher short-term borrowings for working
capital, comprising Rs. 1.22 crore of long-term borrowings, Rs. 5.94 crore of short-term
borrowings, and Rs. 0.72 crore of CPLTD; nevertheless, gearing (debt to equity) remained
comfortable at 0.07 times (FY2024: 0.01 times). Coverage indicators moderated due to higher
finance costs, with interest coverage ratio (ICR) and debt service coverage ratio (DSCR)
stood at 4.32 times and 3.39 times, respectively in FY2025. Total outside liabilities fo tangible
net worth increased to 0.75 times in FY2025 from 0.21 times in FY2024.

Acuité expects PHEPL fo continue benefiting from its strong capitalization and prudent
financial management over the medium term.

Weaknesses

Declining revenues with low order book position

PHEPL reported revenue of Rs. 23.89 crore in FY2025 as against Rs. 47.20 crore in FY2024,
reflecting a decline of 49.39 per cent, primarily due to delayed execution of a major order
received in June 2024, with dispatches scheduled during April-October 2025, and deferment
caused by design modifications. The company’s order book largely comprises replacement
parts and components for existing refinery units, leading to variability in revenue depending
on customer maintenance schedules and expansion plans. Despite the decline in revenue,
profitability improved in FY2025 with EBITDA and PAT margins increasing to 26.33 per cent and
14.92 per cent, respectively, owing to lower raw material costs. For 8M FY2026, PHEPL reported
revenue of Rs. 85.50 crore with EBITDA and PAT margins of 15.35 per cent and 8.97 per cent,
respectively; as per management, revenue stood at Rs. 106 crore as on January 13, 2026. The
outstanding order book as on January 8, 2026, stood at around Rs. 40 crore, to be executed
by FY2026, compared to an order book of Rs. 121 crore earlier, while orders under bidding
amounted to approximately Rs. 62.55 crore, indicating near-termrevenue visibility.

Acuité believes that the company's revenue profile may contfinue to remain volatile over the
near term, although timely execution of the existing order book and conversion of orders
under bidding will be key monitorables.

Working capital-intensive operations

PHEPL's working capital operations remain intensive, driven by its project-based execution
model and long gestation cycles of 8-12 months. Gross current asset (GCA) days remained
elevated at 1,536 days in FY2025 compared to 343 days in FY2024, primarily due to higher
inventory levels and elongated work-in-progress. Inventory days increased significantly to
1,514 days in FY2025 from 191 days in FY2024, while debtor days improved to 52 days in FY2025
from 75 days in FY2024. The company typically receives around 40 per cent advance from
customers, with the balance linked to dispatch and milestone-based payments; however,
receivables remain stretched due to execution timelines. Creditor days stood at 328 days in
FY2024, supported by strong and long-standing supplier relationships, with payment terms
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largely aligned with customer receipts. PHEPL caters to reputed clients such as Bharat
Petroleum Corporation Limited, GAIL (India) Limited, Indian Oil Corporation Limited, Dangote
Petroleum Refinery & Petrochemicals FZE, and Chennai Petroleum Corporation Limited, and
has no overdue or disputed payables. The current ratio moderated to 1.99 times in FY2025
from 3.68 times in FY2024, reflecting tighter liquidity due to increased working capital
intensity. Acuité believes that the company’s working capital cycle will continue to remain
elongated over the near to medium term, with timely project execution and disciplined fund
management being key monitorables.

Customer concentration risk

PHEPL is exposed to customer concentration risk, with a significant proportion of revenues
derived from a limited number of large clients. In FY2025, the top three customers Indian Ol
Corporation Limited, Numaligarh Refinery Limited, and Bharat Petroleum Corporation Limited
together accounted for approximately 77 per cent of the total sales in FY2025, indicating a
high level of customer concentration. Revenues are largely dependent on orders from public
sector oil marketing companies and a few large private refiners, making the company’s
revenue profile susceptible to project timing, maintenance schedules, and capex plans of
these customers. While these customers are reputed and have long-standing relationships
with the company, the inherently lumpy nature of project-based orders results in uneven
revenue inflows and concentration risk. Acuité believes that continued dependence on @
limited customer base may constrain revenue diversification, although the long-term
relationships with established clients partially mitigate the associated credit risk.

Rating Sensitivities

« Sustain improvement in revenues and profitability

» Any further elongation in the working capital cycle leading to deterioration in the
company'’s liquidity position

» Changes in financial risk profile

Liquidity Position
Adequate

The liquidity position of PHEPL remains adequate, supported by healthy cash accruals against
limited debt obligations. The company generated net cash accruals of Rs. 6.30 crore in FY2025
against minimal debt repayment obligations of Rs. 0.22 crore during the same period.
However, liquidity indicators witnessed some moderation due to increased working capital
intensity, with gross current asset (GCA) days increasing to 1536 days in FY2025 from 343 days
in FY2024, while the current ratio declined to 1.99 fimes as on March 31, 2025 from 3.68 times as
on March 31, 2024. Further, the company maintains cash and bank balances of Rs. 5.19 Cr.
Reliance on working capital limits also increased during the year, with average utilization
remaining high at around 95 per cent for six months ending December 2025.

Acuité believes that, the company’s liquidity profile will remain adequate over the near term,
supported by comfortable cash accruals and financial management will remain a key
monitorable.

Outlook: Stable

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 25 (Actual) FY 24 (Actual)
Operating Income Rs. Cr. 23.89 47.20
PAT Rs. Cr. 3.56 6.18
PAT Margin (%) 14.92 13.09
Total Debt/Tangible Net Worth Times 0.07 0.01
PBDIT/Interest Times 432 9.74

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

Not Applicfable

Any other information
None

Applicable Criteria

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

In order to inform the investors about complexity of instruments, Acuité has categorized such
instruments in three levels: Simple, Complex and Highly Complex. Acuite's categorisation of
the instruments across the three categories is based on factors like variability of the returns to
the investors, uncertainty in cash flow patterns, number of counterparties and general
understanding of the instrument by the market. It has to be understood that complexity is
different from credit risk and even an instrument categorized as 'Simple' can carry high levels
of risk. For more details, please refer Rating Criteria “Complexity Level Of Financial

Instruments” on www.acuite.in.
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Rating History

Date | Name of Instruments/Facilities | Term Amo(u:p)t (Rs. Rating/Outlook
Bank Guarantee (BLR) ?gfnq 2.25 ACUITE A3+ (Reaffirmed)
Letter of Credit 20O 90,00 | ACUITE A3+ (Reaffimed
Bank Guarantee (BLR) | Jaon | 2500 | ACUTE A3+ (Recffimed)
Bank Guarantee (BLR) ?gm 4.12 ACUITE A3+ (Reaffrmed)
Letter of Credit oo 620 | ACUITE A3+ [Reaffirmed
U0 [ concear | | aw | FREETIE
Proposed Long Term Bank | Long 61 .43 ACUITE BBB | Staple
Facility Term (Reaffirmed)
mion | o8| o | PCMEES] S
oo | 19| 1op | PR o
oo | 1219 |os | AU oo
oo | 1019 | oz | PO Sk
Bank Guarantee (BLR) ?gm 2.25 ACUITE A3+ (Reaffrmed)
Letter of Credit 20O 20,00 | ACUITE A3+ (Reaffimed
Bank Guarantee (BLR) ?gﬁg 25.00 ACUITE A3+ (Reaffrmed)
Bank Guarantee (BLR) | Jaon 412 | ACUITE A3+ (Recffimed)
032’(';\2%9 Letter of Credit ?gﬁg 6.20 ACUITE A3+ (Reaffirmed)
T Y I A
Cash Credit -ong 300 | A Reatimed)
Proposed Long Term Bank | Long 63.31 ACUITE BBB | Staple
Facility Term (Reaffirmed)
emisor | 8| | e
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Annexure - Details of instruments rated

, Date Of | Coupon [Maturity] Quantum | Complexity .

Lender's Name| ISIN | Facilities lssuance | Rate | Date | (Rs. Cr.) Level Rating
Not Not | Not ACUITE A3 |

Bank |Not avl.

Canara Bank avl. / Guarantee| /Not avl. /| avl. / 25.00 | Simple Downgraded
Noft (BLR) aool Not | Not ( from
appl. PP appl. | appl. ACUITE A3+)
Not Not | Not ACUITE A3 |

Bank |Not avl.

Canara Bank avl. / Guarantee| /Not ovl. /| avl. / 4,12 | Simple Downgraded
Not (BLR) aool Not | Not ( from
appl. PPl appl. | appl. ACUITE A3+)
Noft Not | Not ACUITE A3 |

Bank |Not avl.

Canara Bank avl. / Guarantee| / Nof avl. /| avl. / 1.84 | Simple Downgraded
Not (BLR) aool Not | Not ( from
appl. PPl appl. | appl. ACUITE A3+)
Not Not | Not ACUITE A3 |

Bank |Not avl.

Canara Bank avl. / Guarantee| /Not avl. /1 avl. / 17.20 | Simple Downgraded
Not (BLR) aool Not | Not ( from
appl. PR appl. | appl. ACUITE A3+ )
Noft Not | Not ACUITE A3 |

Bank |Not avl.
ICICIBANK [avl. / avl. / | avl./ . Downgraded
LMITED | Not GU(OBer)Tee [NOF | Not | Not | 1300 | Simele 1 (from
appl. PPl appl. | appl. ACUITE A3+)
Not ot avt| Not | Nof ' Statle |
C avl./| Cash | avl./ | avl./ :
anara Bank : / Not 3.00 | Simple [Downgraded
Not | Credit appl Not | Nof ( from
appl. appl. | appl ACUITE BBB )
Not ot avt| Not | Nof ' Stoble |

Canara Bank avl./| - Cash / Noft | v/ avl./ 3.00 | Simple |Downgraded
Not | Credit | o0 | Nof | Not | P {from
appl. appl. | appl. ACUITE BBB )
Not Not avl.| Not | Not ACUITE A3 |

ICICIBANK |avl. /| Derivative / Not | avl./ | avl./ 200 | Simple Downgraded
LIMITED | Not | Exposure | 0 | Not | Nof | P ( from

appl. PP appl. | appl. ACUITE A3+)

glvclﬁ/ Forward Not avl. cg\leOt/ clj\lvcl)f/ IIDAva\L/Jrlegrﬁgelj

Conara Bank Not | Contracts éNolT Not | Not 0.04 | Simple ( from
appl. PPl appl. | appl. ACUITE A3+)
glv?T/ Letter of |MNOT OV c';\lv?f/ clj\lvclﬁ/ S\(SWU#TgEré\é’eé

Canara Bank Not | Credit /ONol’r Not | Not 20.00 | Simple ( from
appl. PP appl. | appl. ACUITE A3+)
glvclﬁ/ Letter of Not avl. cg\leOt/ cln\lvcl)f/ IIDAva\L/Jrlegrﬁgelj

Canara Bank Not | Credit éNOIT Not | Not 6.70 | Simple ( from
appl. PP appl. | appl. ACUITE A3+)
Not |Proposed |yof qut| Not | Not AlcsLJT'LEblBeBBl'

Not avl. /| Long Term 1 avl./ | avl./ :
Applicable | Nof | Bank éESIT Not | Nof 25.10 | Simple DO\/(V?%cr:?ed
appl.| Facility appl. | appl. ACUITE BBB )
Not Not | Not ACUITE BBB-
Not avl. | Stable |
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ICICIBANK |avl./| Secured | /Not | avl./ | avl./| 1.00 | Simple |Downgraded
LIMITED Noft | Overdraft | appl. | Not | Not ( from

appl. appl. | appl. ACUITE BBB )

S BANK (;\j/?’r/ Not avl. (;\i/?’f/ 10 Mar A|CSU’rI(T:1EbFeBBI_

LIMITED Not Term Loan| / NoIT Not | 2028 1.00 | Simple Dow?groded
appl. appl appl. ( from

ACUITE BBB )

gflcl)’r/ Not avl. C']\i/Cl)T/ 30 Jun AiCSU’rl;EbFeB?-

Canara Bank Not Term Loan| /Not Not | 2027 1.02 | Simple |Downgraded
appl appl. appl ( from

' ' ACUITE BBB )

N?T/ Not avl. N|OT/ 26 Mar AICSU’rlcTJEb:ZB?_

Canara Bank ONV 6’r Term Loan| /Nof o,\\l/ 6T 2027 0.86 | Simple |Downgraded
appl appl. appl ( from

' : ACUITE BBB )

THE ACUITE BBB-

TOROASTRIAN | 10" Notavl.| Nt | | | Stable |

OPECR%TIVE Not Term Loan {JE&T Not | 2026 0.12 Simple Dov(v?rgorcrir?ed

BANK LIMITED | PPk appl. ACUITE BBB )
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Contacts

Mohit Jain Contact details exclusively for investors and
Chief Analytical Officer-Ratfing Operations lenders

Anuja Bele Mob: +91 8591310146
Associate Analyst-Rating Operations Email ID: analyticalsupport@acuite.in

About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & 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. Acuité has
assigned 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 Kanjurmarg, Mumbai.

Disclaimer: An Acuité rafing does not constitute an audit of the rated entity and should not
be freated 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.
Ratings assigned by Acuité 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 to the 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. Ratings assigned by Acuité 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. Please visit https://www.acuite.in/fags.htm to refer FAQs on
Credit Rating.

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members
of any rating committee and therefore do not participate in discussions regarding the rating
of any entity.
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