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Rating Rationale
Acuité has downgraded the long-term rating to ‘ACUITE D’ (read as ACUITE D) from
‘ACUITE B’ (read as ACUITE B) on the Rs.126.77 Cr. and the short term rating to ‘ACUITE
D’ (read as ACUITE D) from ‘ACUITE A4’ (read as ACUITE A four) on the Rs. 368.98 Cr.
bank facilities of Bhilai Engineering Corporation Limited (BECL).
It has further withdrawn the proposed long-term limit without assigning any rating on the Rs.
44,88 Cr. bank facilities of Bhilai Engineering Corporation Limited (BECL) based on a written
request from company. The withdrawal is in accordance with Acuite's policy on withdrawal of
ratings.

Rationale for Downgrade

The rating downgrade is on account of the severe liquidity constraints in the operations of the
Company leading to delays in servicing debt repayments in a timely manner by BECL,
concurrent devolvement in Letter of Credit and an overdue account for more than 30 days .
The rating also factors the stretched liquidity profile of the company marked by the working
capital-intensive nature of operations and the high utilisation of the fund-based bank limits.
However, Acuité considers the long-standing operations of the company marked by the

experienced management and the established relationship with customers.

About the Company

Incorporated in 1960, Bhilai Engineering Corporation Limited (BECL) is based in Bhilai
(Chhattisgarh) and is headed by Mr. Veenu Jain, Mr. Arvind Kumar Jain, Mr. Ashish Jain and
Ms. Geetika Jain. The company has a diversified business and is engaged in engineering,
procurement & construction (EPC), industrial equipment supplies, manufacturing fertilizers &
agro-inputs and manufacturing of processed foods.

Unsupported Rating
Not Applicable

Analytical Approach
Acuité has considered the standalone business and financial risk profile of BECL to arrive af
the rating.
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Key Rating Drivers

Strengths

Experienced management and established relationship with customers

BECL has been operational for more than six decades. Since 1976, the promoters, Mr. AK.
Jain and Mr. Veenu Jain have been in the business of manufacturing specialized equipment’s
for the heavy engineering goods, fertilizers and food products. The extensive experience of
the promoters and the long track record of operations has aided in establishing comfortable
relationships with key suppliers and reputed customers across the country including large
PSU's. Acuité believes the long experience of the management will continue to benefit the
company going forward, resulting in further growth in the scale of operations.

Weaknesses

Delays in servicing term debt obligations and overdues in Letter of Credit
devolvement payments

Due to the severe liquidity constraints leading to mis-matches in the cash flows of the
Company, , there has been delays in servicing debt repayments in a timely manner by BECL.

Working Capital Intensive nature of operations

The working capital management of the company remained intensive marked by high Gross
Current Assets (GCA) of 297 days for FY2023 as compared to 253 days as on FY2022. The
debtor period stood at 128 days for FY2023 as against 130 days of FY2022. Further, the
inventory holding stood at 114 days for FY2023 as against 81 days for FY2022. The payment
cycle varies from 30-50 days. Acuite believes that the working capital cycle of the Company
would continue to remain intensive due to nature of its business especially the fertiliser division.

Decline in the operating margin alongwith operating losses in FY2023

The company has consistently witnessed decline in operating margins since the past three
years and an operating loss in FY2023. The primary reason for losses in FY2023 was delays in
project division and losses incurred in the same. Moreover, the rise in expenditure led to
operating losses of 2.82 per cent in FY2023 as compared to 1.16 per cent in FY2022. Acuité
believes that, going forward, the ability of the company to break the cycle of losses and
achieve profits will be a key sensitivity factor.

Rating Sensitivities

o Timely servicing of term debt obligations

Liquidity Position

Stretched

The liquidity position of the company is stretched marked by full utilisation of its working capital
limits owing to working capital intensive nature of operations. The average working capital
utilisation of its limits remained at ~99.18 % in last six months ended Dec 2023. The company
reported net cash accruals of Rs. (33.91) Crin FY2023. There has been delays in servicing of
debt obligations of bank due to stretches in liquidity during the current year. The current ratio
stood at 1.47 times in FY23. The cash and bank balances stood at 0.78 in FY23.

Outlook: Not Applicable

Other Factors affecting Rating
None
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Key Financials

Particulars Unit | FY 23 (Actual) FY 22 (Actual)
Operating Income Rs. Cr. 650.82 727 .48
PAT Rs. Cr. (42.70) (26.23)
PAT Margin (%) (6.56) (3.61)
Total Debt/Tangible Net Worth Times 0.70 0.60
PBDIT/Interest Times (0.33) 0.31

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

* 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

Name of Amount .
Date | |hsryments/Facilities |1 | (Rs. Cr) Rating/Outlook
Bank Guarantee [BLR) | Jaon|  0.86 ACUITE A4 (Reffimed
Bank Guarantee (BLR) ?gﬁg 216.00 ACUITE A4 (Reaffirmed)
Bank Guarantee [BLR) | Joon| 3,00 ACUITE A4 (Reaffimed
Bank Guarantee (BLR) | 3100|1631 ACUITE A4 (Reaffirmed)
Cash Credit %grnr% 35.02 ACUITE BA|CSUTﬁkE)I§+(D|o§x¥gglreo)ded from
Cash Credit Ifgrnn% 46.00 ACUITE BA|CSJﬁtE)I<Ba+(D|o§/Tvgglrea)ded from
wped  CanCreat |forel aess | AOUTER | Topk Teigoded on
2022 . Long ACUITE B | Stable (Downgraded from
Cash Credit Term| 10-88 ACUITE B+ | Stable)
Lefter of Credit | 307 38.50 ACUITE A4 (Reaffimed
Lefter of Credit | 300N 32.10 ACUITE A4 (Reaffimed
Lefter of Credit | 307 55.05 ACUITE A4 (Reaffimed
Proposed Long Term Bank| Long 44.87 ACUITE B | Stable (Downgraded from
Facility Term : ACUITE B+ | Stable)
Working Capital Term | Long 1 39 ACUITE B | Stable (Downgraded from
Loan Term : ACUITE B+ | Stable)
Working Capital Term | Long 6.00 ACUITE B | Stable (Downgraded from
Loan Term : ACUITE B+ | Stable)
Bank Guarantee/Letter of| Short .
Guarantee Term| 31-31 ACUITE A4 (Reaffirmed)
Bank Guarantee/Letter off Short .
Guaranfee Term 4.35 ACUITE A4 (Reaffirmed)
Bank Guarantee/Letter of| Short .
Guarantee Term| 216.00 ACUITE A4 (Reaffirmed)
Bank Guarantee/Letter off Short .
Guaranfee Term| 15:00 ACUITE A4 (Reaffirmed)
Cash Credit Londl 1088 | ACUITE B+ | Stable (Reaffimed)
Cash Credit LON9| 3465 | ACUIEB+ | Stable (Reaffimed)
Cash Credit Londl 3200 | ACUITE B+ | Stable (Reaffimed)
Cosh Credit L0n9l 3502 | ACUIE B+ | Stable (Reaffimed)
01 Oct . Short .
2001 Letter of Credit Term| ©5.05 ACUITE A4 (Reaffirmed)
Lefter of Credit | 3o 500 ACUITE A4 (Redffimed
Letter of Credit ?gﬁg 46.10 ACUITE A4 (Reaffirmed)
Lefter of Credit | 7007 38.50 ACUITE A4 (Reaffimed
Proposed Long Term Bank | Long
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Facility Term 0.35 ACUITE B+ | Stable (Assigned)
working Capialerm 1 Longl - g5 ACUITE B+ | Stable (Assigned)
working Saptialfem | Longl ¢ o ACUITE B+ | Stable [Assigned)
working Capiialerm 1091 535 | ACUITE B+ | Siable (Reaffimed
working Saptialfem | LoNG| 1 39 | ACUME 8+ | Stable [Reaffimed

sank Guorantes/Lefler of Shorfl - 31 3 ACUITE Ad (Assigned)

sank Guoranies/Leffer of Shorfl 4 35 ACUITE A4 (Assigned)

sank Guorantes/Leffer of 3OMM 216,00 ACUITE Ad (Assigned)

sank Guorantes/Leffer of 2horfl 5 00 ACUITE A4 [Assigned
Cash Credit %gpr% 34.65 ACUITE B+ | Stable (Assigned)
Cosh Credit  [79M9] 3200 | ACUTEB+ | Stable (Assigned)
2Sep Cash Credit %gpr% 35.02 ACUITE B+ | Stable (Assigned)
0211 cashcredit [-ON9] 1088 | ACUTE B+ | Stable [Asigned)
working Capiialferm 10ng) 5 a5 ACUITE B+ | Stable (Assigned)
WorkingL(égrr)]iTol ferm %gpr% 1.39 ACUITE B+ | Stable (Assigned)

lefter of Credt | 700n| 5505 ACUITE A4 (Assigned)

Letter of Credit ?2;?2 5.00 ACUITE A4 (Assigned)

Letter of Credit %222 46.10 ACUITE A4 (Assigned)

Letter of Credit ?2;?2 38.50 ACUITE A4 (Assigned)
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Annexure - Details of instruments rated

Lender’s ... |Date OfCoupon|Maturity| Complexity | Quantum .
Name ISIN | Facilities Issuance| Rate | Date Level | (Rs. Cr.) Rafing
Not
Bank Not avl.|Not avl. ACUITE D |
ngﬁrlfgir(w]k ?\\l/(lﬂf/ Guarantee Hgl 8\/"'/ /Not | /Not Simple 0.86 Downgraded ( from
appl| (BLR PPL appl. | appl. ACUITE A4 )
Central yvj’f/ Bank |\ o qui [ NoT ok [Not avt ACUITE D |
Bank of Not Guarantee Not aopl /Not | /Not Simple | 216.00 | Downgraded ( from
india |, 21 (BLR) PPL appl. | appl. ACUITE A4 )
N‘l’f/ Bank |\ op aut /| Not avL.| Not avl ACUE D |
UCO Bank Cl]\\llé’r Guarantee Nng N /Not | /Not Simple 16.31 Downgraded ( from
appl| (BLR PPL appl. | appl. ACUITE A4 )
Not
Bank Not avl.|Not avl. ACUITE D |
lDBﬂ%Ohk ONVJ)'T/ Guarantee HSI 8\/"'/ /Not | /Not Simple 10.26 | Downgraded ( from
" loopl| (BLR) PPL appl. | appl. ACUITE A4)
Not
Not avl.|Not avl. ACUITE D |
State Bank|avl. /| Cash |Notavl. / :
; ; /Not | /Not Simple 35.02 Downgraded ( from
of India Ol\rl)%’rl’ Credit  |Not appl. apol. | appl. ACUE B )
Not
Central Not avl.|Not avl. ACUITE D |
Bank of G,\\l/é( Ccrgéln HSI 8\/"'/ /Not | /Not Simple 46.10 | Downgraded ( from
India appl. PPl appl. | appl. ACUITEB )
Not
Not avl.|Not avl. ACUITE D |
lDBﬂ%Oﬂk O,\\l/g( é:rgén Hg; 8\/"'/ /Not | /Not Simple 25.00 | Downgraded ( from
’ appl. PP appl. | appl. ACUITEB )
N?T/ cash ot avl. /| Not vt Not avt. ACUITE D |
UCO Bank ?\\lldf Crgéi’r Ng’r 8\/' | /Not | /Not Simple 10.88 | Downgraded ( from
appl PPl appl. | appl. ACUITEB )
Not .
Covid Not avl. ACUITE D |
STg’;elrEBgir(;k ?\\llclﬂf/ Emergency Ogol\g?r / Not 1250J2L2| Simple 5.11 Downgraded ( from
appl Line. appl. ACUITEB )
Not
Not avl.|Not avl. ACUITE D |
State Bank|avl. /| Letter of |[Not avl./ :
; " /Not | /Not Simple 38.50 | Downgraded ( from
of India Ol\é%’rl Credit |Not appl. apol. | appl. ACUITE A4 |
Not
Central Not avl.|Not avl. ACUITE D |
Bank of ?\\l/g’r/ LeCT:Zrd?,I Hg; 8\/"'/ /Not | /Not Simple 32.00 | Downgraded ( from
India appl PPl appl. | appl. ACUITE A4)
N?T/ Lefterof [Nof vl s|NoT VL[ Not avL. ACUITE D |
UCO Bank ?\\lld’r ((aerd?’r N(C))T 8v. I /Not | /Not Simple 55.05 | Downgraded ( from
appl PPl appl. | appl. ACUITE A4)
Not |Proposed
Not avl.|Not avl.
Not |avl. /{Long Term|Not avl. / , Nof
Applicable| Not| Bank  [Not appl. / NolT / Nol’r Simple 44.88 Applicable | Withdrawn
appl.| Facility appl. | appL
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Not| Working| 14 rep |NOTOVL| 14 Jan ACUITE D |

UCO Bank{aVl- /| Capital / Not Simple 1.39 | Downgraded ( from
Not | termLoan| 202! appl. 2026 ACUITEB)
appl.

Not

Working Not avl. ACUITE D |
IDBI Bank |awvl. . 24 Mar 24 Feb .
Ltd. O,\\l/ o’r/ Capital 2021 / Not 2026 Simple 3.27 Downgraded ( from

appl. TermLoan appl. ACUITEB )
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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 Ratfings 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 frue, 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 ifs ratings. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
insfrument rated by Acuité. Please visit hitps://www.acuite.in/fags.htm to refer FAQs on
Credit Rating.
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