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Rating Rationale

Acuité has reaffirmed the long-term rating of ’ACUITE A-’ (read as ACUITE A minus)and the short-term rating
of ’ACUITE A2+’ (read as ACUITE A two plus) on the Rs. 67.25 crore bank facilities of Parason Machinery
India Private Limited (PMIPL). The outlook is "Stable'.

Acuite has also assigned the short-term rating of "ACUITE A2+' (read as ACUITE A two plus)on the Rs.28.40
Cr. bank facilities of Parason Machinery India Private Limited (PIMPL).

Rationale for rating:

The reaffirmation of rating considers stable improvement in operating income in FY2024, decent order book
position and healthy financial risk profile. In FY2024, PIMPL’s revenue improved by 4 percent against previous
year’s, primarily led by repetitive orders while reduced steel prices and focus on operational efficiency aided in
improvement of operating profit margin. Additionally, the company registered revenue of Rs.78 Cr. in the first
three months of FY 2025 which is 35 percent higher than previous year’s revenue during same period. Along with
the outstanding order book of Rs.104 Cr. to be executed in next 3-6 months, the company’s revenue is expected to
grow at a rate of 5-10 percent in the current year. The rating also draws comfort from the healthy financial risk
profile and strong liquidity position of the company. Going forward, sustaining the revenue and profitability growth
and maintenance of healthy financial risk profile will be a key monitorable.
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About the Company

PMIPL was initially established in 1978 as a proprietorship concern by Dr. Champalal Desarda. Further, the
company was reconstituted as a private limited company in 1991 and is currently managed by his son, Mr. Shekhar
Desarda. The company is engaged in the manufacturing and installation of various machines used in the pulp and
paper industry. It derives around 50 percent of its revenue from capital goods and the rest from
selling consumables and spares. They offer products that are used by Kraft, Tissue, Writing, Printing, and Hard
Board paper mills. The company has nine manufacturing units located in Aurangabad and branch offices in
Secunderabad, Vapi, New Delhi, Nagpur, Kolkata, Coimbatore, Morbi, and Indonesia.

Unsupported Rating
Not applicable

Analytical Approach

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

Key Rating Drivers
Strengths

Experienced management with an established track record of operations and a reputed clientele

PMIPL has an operational track record spanning more than four decades. The company was initially established as
a proprietorship concern in 1978 by Dr. Champalal Desarda, who holds a doctorate in metallurgy. Further, the
company was reconstituted as a private limited company in 1991 and is currently managed by his son, Mr. Shekhar
Desarda (Chairman and MD), who possesses more than two decades of experience in the manufacturing of capital
equipment, consumables, and spares for the pulp and paper industry. He is ably supported by a qualified team of
senior management in managing the day-to-day operations of PMIPL. The extensive experience of the management
has enabled PMIPL to establish a healthy relationship with its reputed clientele, like ITC Limited, JOEFL Paper
Mills, West Coast Paper Mills, Astron Paper and Board Mill, JK Paper Limited, Tamil Nadu Newsprint and Papers
Limited, and Century Paper & Board Mills Limited, amongst others. Acuité believes that PMIPL will continue to
benefit from its experienced management, an established track record of operations and a reputed clientele.

Stable growth in operations:

PMIPL’s has registered revenue of Rs.311.52 Cr. in FY2024 (Prov.) posting a growth rate of ~6 percent against
Rs.294.62 Cr. in FY2023 and Rs.258.82 Cr. in FY2022.The growth in the company’s revenue over the years is
primarily driven by the company’s established presence of more than four decades in serving the entire pulp and
paper industry across both domestic and exports market towards manufacturing wide range of machineries used for
producing Kraft, Tissue & Writing paper. It also deals in manufacturing wide range of consumables & spares such
as rotors, gear boxes, shaft sleeves amongst others. The company has established relationship with its reputed
clienteles in the paper industry such as ITC limited, JOEFL Paper Mills, West Coast Paper Mills, Astron Paper and
Board Mill, JK Paper Limited, Tamil Nadu Newsprint and Papers Limited, Emami, Century Paper & Board Mills
Limited amongst others from whom they receive repetitive orders.

The operating profit margins also improved to 16.87 percent in FY2024 (Prov.) against 14.77 percent in FY2023
and 12.17 percent in FY2022 on account of reduced steel prices and focusing on operational efficiency. Net profit
margin is also shown stable improvement with 11.30 percent in FY2024 (Prov.) against 9.65 percent in FY2023
and 9.42 percent in FY2022. Acuite expects, the operations of PMIPL will show stable improvement over the
medium term on account of stable flow of orders.

Healthy financial risk profile:

PMIPL’s financial risk profile is healthy marked by healthy networth, low gearing and healthy debt protection
metrics. The networth of the company stood at Rs.196.25 Cr. as on March 31, 2024 (Prov.) compared to
Rs.161.05 Cr. The improvement in networth is due to accretion of profits to the reserves. Despite the marginal
increase in overall debt levels to Rs.34.06 Cr. as on March 31, 2024 (Prov.) from Rs.29.61 Cr. as on March 31,
2023, the gearing levels remained low at 0.17 times. Further, the total outside liabilities to tangible networth
(TOL/TNW) also remained low at 0.90 times as on March 31, 2024 (Prov.) against 0.62 times as on March 31,
2023. The gearing of the company is expected to improve further and remain low over the medium term on
account of absence of any debt funded capex plans. The debt protection metrics stood healthy with DSCR and ICR
of 11.67 times and 21.43 times respectively as on March 31, 2024 (Prov.) Debt to EBITDA also remained healthy
at 0.77 times as on March 31, 2024 (Prov.) against 0.60 times as on March 31, 2023. Acuite believes that the
financial risk profile of the company will remain healthy over the medium term due to its conservative leverage

policy.

Weaknesses

Working capital intensive nature of operations:

PIMPL’s operations are working capital intensive in nature as reflected by the gross current assets (GCA) days of
240 days in FY2024 (Prov.) against 138 days in FY2023. The elongated GCA days is on account presence of large
amount of advances to suppliers. The inventory and receivables cycle remained elongated at 62 days and 88 days

respectively in FY2024 (Prov.) against 52 days and 68 days respectively in FY2023. However, the payable period
has been stretched during the FY2024 (Prov.) to 161 days, resulting in minimal dependency on the fund based
working capital limits. Acuite expects the operations of the company to remain working capital intensive on
account of the presence of large amount of advances to suppliers and stretched receivable period.

Margins are susceptible to raw material prices and foreign exchange fluctuation risk.
Steel, being the major raw material utilised by PMIPL, forms a major component of the overall cost structure of
the company. With steel prices being volatile in nature, the company faces cost escalation risk in the absence of
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adequate hedging mechanisms and a price escalation clause in its contracts. Further, exports contribute 35 percent
of the revenue for PMIPL; this poses a foreign exchange fluctuation risk to PMIPL in the absence of adequate
hedging mechanisms, making the operating income and profitability margins volatile.

Rating Sensitivities
« Ability to maintain scale of operations and profitability

« Improvement in working capital operations cycle.

Liquidity Position: Strong

PMIPL’s liquidity position is strong, supported by healthy net cash accruals (NCA’) and unencumbered cash &
bank balances. The company has registered NCA’s of Rs.42.72Cr in FY2024 (Prov.) against the repayment
obligation of Rs.1.78Cr. Going forward, PMIPL is expected to register NCA’s in the range of Rs.43-50Cr over the
medium term which would comfortably meet the expected nominal debt repayment obligation range of Rs.2-2.5Cr
for the same period. Additionally, the company had a free cash and balances of Rs.5.78Cr as on March 31, 2024
(Prov.) which further strengthens the liquidity. The GCA days are elongated at 240 days in FY2024 (Prov.)
primarily due to high amount of advances to suppliers. However, the extended payable period provides comfort in
the working capital cycle, reflects the company’s strong relations with its suppliers.

Outlook: Stable

Acuité believes that PMIPL will maintain 'Stable’ outlook over the medium term on account of its experienced
management with an established track record of operations and healthy financial risk profile. The outlook may be
revised to 'Positive’ in case of significant and sustained growth in revenue and profitability while effectively
managing its working capital cycle and keeping the debt levels moderate. Conversely, the outlook may be revised
to 'Negative' in case of lower than expected growth in revenue or deterioration in the financial and liquidity profile
most likely as a result of higher than envisaged working capital requirements.

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 24 (Provisional) FY 23 (Actual)

Operating Income Rs. Cr. 311.52 294.62

PAT Rs. Cr. 35.19 28.43

PAT Margin (%) 11.30 9.65

Total Debt/Tangible Net Worth Times 0.17 0.18

PBDIT/Interest Times 21.43 44.29
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

« Rating Process and Timeline: https://www.acuite.in/view-rating-criteria-67.htm
« Manufacturing Entities: https://www.acuite.in/view-rating-criteria-59.ntm

« Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-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.aculite.in.
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Rating History

Date | | nstrur#:mgllg];cilities Term Amog:nrt) (Rs Rating/Outlook
Term Loan 'T-g;‘r% 1.64 ACUITE A- | Stable (Reaffirmed)
Term Loan -Ifgrnr% 2.65 ACUITE A- | Stable (Reaffirmed)
Term Loan 'T-g{‘r% 7.00 ACUITE A- | Stable (Reaffirmed)
Term Loan 'T-g{‘r% 7.00 ACUITE A- | Stable (Reaffirmed)
Cash Credit 'T-g{‘r% 5.00 ACUITE A- | Stable (Reaffirmed)
10 1 Cash Credit M 1401 ACUITE A- | Stable (Reaffirmed)
2023 Cash Credit Long 5.99 ACUITE A- | Stable (Assigned)
Cash Credit ong 5.00 ACUITE A- | Stable (Reaffirmed)
Cash Credit 'T-g{‘r% 10.00 ACUITE A- | Stable (Assigned)
Bank Guarantee/Lette of | Snort 3.95 ACUITE A2+ (Reaffirmed)
Bank GuaranteelLetter of |\ Short 14 g ACUITE A2+ (Assigned)
Proposed Fsgglr fig,erm Bank ?2% 0.96 ACUITE A2+ (Assigned)
Term Loan 'T-g{‘r% 7.00 ACUITE A- | Stable (Reaffirmed)
Cash Credit 'T-g{‘r?] 5.00 ACUITE A- | Stable (Reaffirmed)
Term Loan IT‘grnr% 7.00 ACUITE A- | Stable (Reaffirmed)
16 Jun Cash Credit 'T-g{‘r?] 5.00 ACUITE A- | Stable (Reaffirmed)
2023 Cash Credit IT‘grnr% 10.00 ACUITE A- | Stable (Reaffirmed)
Term Loan ong 5.00 ACUITE A- | Stable (Reaffirmed)
Term Loan IT‘grnr% 5.28 ACUITE A- | Stable (Reaffirmed)
Bank Guarantee/Lette of | Short 1.97 ACUITE A2+ (Reaffirmed)
Bank GuaranteefLetter of -\ Short 197 ACUITE A2+ (Reaffirmed)
Cash Credit 'T-g{‘r?] 8.03 ACUITE A- | Stable (Reaffirmed)
Cash Credit IT‘grnr% 1.97 ACUITE A- | Stable (Reaffirmed)
Term Loan ong 5.28 ACUITE A- [ Stable (Reaffirmed)
ZSOI\Z/IS ' Term Loan IT_grnr% 5.00 ACUITE A- | Stable (Reaffirmed)
Cash Credit %g{‘r?] 5.00 ACUITE A- | Stable (Reaffirmed)
Term Loan IT_grnr% 7.00 ACUITE A- | Stable (Reaffirmed)
Cash Credit %g{‘r?] 5.00 ACUITE A- | Stable (Reaffirmed)
Term Loan IT_grnr% 7.00 ACUITE A- | Stable (Reaffirmed)
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Cash Credit Long 8.03 ACUITE A- | Stable (Reaffirmed)
Term
Long .
Term Loan Term 5.00 ACUITE A- | Stable (Reaffirmed)
Term Loan %g{‘r?] 5.28 ACUITE A- | Stable (Reaffirmed)
07 Mar Cash Credit ong 5.00 ACUITE A- | Stable (Assigned)
2022 Long
Term Loan Term 7.00 ACUITE A- | Stable (Assigned)
Cash Credit 'T-gr”r% 5.00 ACUITE A- | Stable (Assigned)
Term Loan %gfrg 7.00 ACUITE A- | Stable (Assigned)
Bank Guarantee/Letter of | Short .
Guarantee Term 1.97 ACUITE A2+ (Reaffirmed)
. Long ACUITE A- | Stable (Upgraded from ACUITE
Cash Credit Term 17.50 BBB+ | Stable)
Long ACUITE A- | Stable (Upgraded from ACUITE
Term Loan Term 6.75 BBB+ | Stable)
26 Feb Long ACUITE A- | Stable (Upgraded from ACUITE
2021 Term Loan Term 5.00 BBB+ | Stable)
Bank Guarantee (BLR) ?2?3 1.97 ACUITE A2+ (Upgraded from ACUITE A2)
Proposed Short Term Bank | Short
Facility Term 3.98 ACUITE A2+ (Upgraded from ACUITE A2)
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Annexure - Details of instruments rated
Lender’s e Date Of | Coupon |Maturity| Quantum|Complexity .
Name ISIN Facilities Issuance | Rate Date |(Rs.Cr.)| Level Rating
Bank
: Not avl. / Not avl. / | Notavl. /| Not avl. / . ACUITE A2+ |
Axis Bank Guarantee/Letter 8.00 Simple .
Not appl. of Guarantee Not appl. | Not appl. | Not appl. Reaffirmed
Bank
. Not avl. / Notavl. /| Notavl. /| Notavl./ . ACUITE A2+ |
Axis Bank Guarantee/Letter 20.00 | Simple .
Not appl. of Guarantee Not appl. | Not appl. | Not appl. Assigned
ACUITE A- |
HDFC |Notavl./ . Notavl. /| Notavl. /| Notavl./ .
Cash Credit 15.00 | Simple Stable |
Bank Ltd | Not appl. Not appl. | Not appl. | Not appl. Reaffirmed
Kotak ACUITE A- |
: Not avl. / . Notavl. /| Notavl./| Notavl./ .
Mahindra Cash Credit 5.00 Simple Stable |
Bank Not appl. Not appl. | Not appl. | Not appl. Reaffirmed
ACUITE A- |
. Not avl. / . Notavl. /| Notavl./| Notavl./ .
Axis Bank Cash Credit 20.00 | Simple Stable |
Not appl. Not appl. | Not appl. | Not appl. Reaffirmed
Not |Notavl./| Proposed Short|Notavl./|Notavl./|Notavl./ 1267 | Simole ACUITE A2+ |
Applicable | Not appl. | Term Bank Facility | Not appl. | Not appl. | Not appl. ' P Reaffirmed
Not [Notavl./| Proposed Short|Notavl./|Notavl./|Notavl./ 8.40 Simple ACUITE A2+ |
Applicable | Not appl. | Term Bank Facility | Not appl. | Not appl. | Not appl. ' P Assigned
Kotak ACUITE A- |
Mahindra Ngii\/"( Term Loan zgo'gfr m{:v"l/ 220'\2/5" " 473 Simple Stable |
Bank ppl. ppl. Reaffirmed
ACUITE A- |
: Not avl. / 30 Jun | Notavl./| 30 May .
Axis Bank Term Loan 0.27 Simple Stable |
Not appl. 2021 |Notappl.| 2025 Reaffirmed
ACUITE A- |
. Not avl. / 30 Nov | Notavl. /| 30 May .
Axis Bank Term Loan 0.29 Simple Stable |
Not appl. 2019 |Notappl.| 2025 Reaffirmed
ACUITE A- |
HDFC |Notavl./ 01 Apr | Notavl./| 01 Aug .
Term Loan 1.29 Simple Stable |
Bank Ltd | Not appl. 2022 |Notappl.| 2027 Reaffirmed
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Contacts

Mohit Jain Contact details exclusively for investors and
Senior Vice President-Rating Operations lenders

Katta Akhil _ Mob: +91 8591310146

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 rating does not constitute an audit of the rated entity and 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. 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.
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