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Rating Rationale

Acuité has upgraded its long-term rating to ‘ACUITE BBB-’ (read as ACUITE triple B minusf)rom ‘ACUITE
BB+’ (read as ACUITE double B plus)and short-term rating to 'ACUITE A3' (read as ACUITE A three)from
'ACUITE A4+' (read as ACUITE A four plus)on Rs. 35.00 Cr. bank facilities of Capchem Electricals Limited
(Erstwhile Capchem Electricals Private Limited) (CEL). The outlook is ‘Stable’.

Rationale for rating

Acuité, vide its press release dated August 21, 2025, had upgraded its rating by two notches against which the
client had appealed and provided further information on the potential equity infusion over the near term through
public offer which is expected to improve the financial risk profile of the company. Further, the rating upgrade
takes into account the growing scale of operations of the company supported by moderate outstanding order book
position and adequate liquidity position. Furthermore, the rating factors the established presence of the company
in the electrical engineering procurement & construction (EPC) industry. However, the rating continues to remain
constrained on account of intensive working capital operations of the company. Further, company remains prone to
geographical and customer concentration risk as majority of the current projects are in the state of Maharashtra.
Furthermore, the rating is also constrained by the competitive and fragmented nature of industry.

About the Company

Incorporated in 2010, Mumbai based Capchem Electricals Limited (CEL, formerly known as Capchem Electricals
Private Limited) is engaged in the business of providing turnkey solutions of electrical infrastructure projects,
including substations, extra high voltage (EHV) data centres power infrastructure and transmission lines. The
current directors of the company are Mr. Anand Galagali, Mr. Shrikishan Shrirangam and Mr. Ankush Chavan.
Unsupported Rating

Not Applicable

Analytical Approach

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

Key Rating Drivers
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Strengths
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Established track of operations and experienced management

The company has an established track record of operations in the electrical EPC segment wherein the core scope
of work involves the supply, installation, testing, and commissioning (SITC) of the electrical infrastructure. The
company majorly sources electrical equipment such as transformers, panels, switchgears, switchboards, etc. The
company is owned and operated by Mr. Anand Galagali, who has more than three decades of experience in the field
of electrical segment. The long track record of operations and management’s extensive experience in the EPC
industry has helped the company develop strong relationships with its customers and suppliers.

Improving operating performance on account of growing execution and moderate order book

The company reported an operating revenue of Rs. 122.57 Cr. in FY25, marking a significant increase of ~197
percent y-o-y from Rs. 41.15 Cr. in FY24. This growth is attributable to the timely execution of the contracts.
Also, being engaged in providing turnkey solutions for data centres, the company has benefitted from surge in data
consumption, increasing digitisation and growing demand for domestic storage solutions. Further, the moderate
outstanding order book of Rs. 290.56 Cr. as on March 31, 2025, to be executed in the next 18 to 24 months
provides sustained revenue visibility over the medium term. The company’s operating margins also improved at
18.02 percent in FY25 (11.45 percent in FY24), owing to operational efficiency and substantial revenue billed in
the month of March 2025.

Moderate financial risk profile

The tangible net worth of the company stood improved at Rs. 38.22 Cr. as on March 31, 2025 (Rs. 10.97 Cr. as on
March 2024) pertaining to the accretion of profits to reserves and issuance of equity shares of Rs. 18 Cr. via
private placement in December 2024. The company’s debt profile majorly consists of working capital borrowings,
keeping the gearing below unity at 0.42 times as on March 31, 2025 (0.68 times as on March 31, 2024) and Debt
to EBITDA healthy at 0.80 times in FY25 (1.56 times in FY24). Further, the debt protection metrics of the
company stood comfortable marked by interest coverage ratio of 10.88 times in FY25 (4.54 times in FY24) and
debt service coverage ratio of 4.88 times in FY25 (2.11 times in FY24). Moreover, any further infusions to the
capital thereby improving the capital structure shall be a key rating monitorable.

Weaknesses

Intensive working capital operations

The working capital operations of the company remained intensive marked by gross current assets of 241 days as
on March 31, 2025 (386 days as on March 31, 2024) majorly driven by inventory levels and other current assets
including advances and retention money. Moreover, the creditor days also declined to 52 days as on March 31,
2025 (130 days as on March 31, 2024). However, the inventory days stood improved at 92 days in FY25 (163 days
in FY24), owing to timely execution of the projects. The debtor days also stood improved at 62 days as on March
31,2025 (125 days as on March 31, 2024).

Acuité expects the working capital cycle to remain on similar lines on account of the nature of business
operations.

Geographical and customer concentration risk

The company is exposed to client concentration risk, with the top five customers contributing to around 83 percent
of total revenue in FY25 making CEL vulnerable to downturns in the business of large customers or any change in
its clients' business plans. However, to mitigate this risk, the management is actively working towards onboarding
government contracts and later diversifying into renewables and railways sector. Also, the orders are majorly
concentrated in Maharashtra, therefore, regional diversification is also monitorable.

Competitive and fragmented industry

CEL is engaged as an EPC contractor, wherein the company faces intense competition from several large and mid-
sized players in the sector. The risk becomes more pronounced as tendering is based on minimum amount of
bidding on contracts and susceptibility to inherent cyclicality in the sector. Additionally, the company remains
vulnerable to the sector's inherent cyclicality and is exposed to regulatory risks that may impact its ability to
execute projects in a timely manner and secure new contracts.

Rating Sensitivities
¢ Continued order book growth and timely execution of the projects supporting improvement in revenue at
stable margins

* Significant improvement in the financial risk profile
» Elongation of working capital requirements thereby affecting the liquidity profile

Liquidity Position
Adequate
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The company’s liquidity position is adequate marked by sufficient net cash accruals of Rs. 13.80 Cr. in FY25 as
against maturing debt repayment obligations of Rs. 1.35 Cr. over the same period. Going forward, the company is
estimated to generate net cash accruals in the range of Rs. 13-15 Cr. from FY26 to FY27 against negligible
repayment obligations. The average bank limit utilisation stood moderate marked by fund-based limit utilisation of
65.40 percent and non-fund-based limit utilisation of 72.34 percent for the last six months ended May 2025.
Moreover, the company has availed third party bank guarantees in absence of sufficient banking limits. The current
ratio also stood moderate at 1.47 times as on March 31, 2025. Further, the company had cash and bank balances of
Rs. 0.06 Cr. as on March 31, 2025 along with lien marked fixed deposits of Rs. 7.21 Cr. as on March 31, 2025.

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. 122.57 41.15
PAT Rs. Cr. 13.55 2.68
PAT Margin (%) 11.05 6.51
Total Debt/Tangible Net Worth Times 0.42 0.68
PBDIT/Interest Times 10.88 4.54

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
* Infrastructure Sector: https://www.acuite.in/view-rating-criteria-51.htm
* 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.acuite.in.
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Rating History

Date Instrunl:l::ll;:/oFfacilities Term AmOl(lJI:'t) (Re. Rating/Outlook
Letter of Credit %ﬁﬁ 6.45 ACUITE Ad+ (Reaffirmed)
Letter of Credit Eﬂggﬁ 7.55 ACUITE A4+ (Assigned)
22101;}51g Cash Credit Ifgg% 1.00 ACUITE BB+ | Stable (Assigned)
Cash Credit T 15,00 ACUITE BB+ | Stable (Assigned)
Cash Credit If;)lflngé 5o | ACUITE BB+ | Stg‘t])gl? |(g£§1r:)ded from ACUITE
Bank GuaranteeLefter of | Short 3.55 |  ACUITE A4+ (Upgraded from ACUITE Ad)
23 May Bank GG”flr;f;;ié Iée“er of %ﬁﬁ 1.45 ACUITE Ad+ (Assigned)
2024 Cash Credit Ifgrr;l% 500 ACUITE BB- | Staé)_ll_e| (S[ggéglr;ded from ACUITE
Working Capital Term Loan Ifgg% 1.45 ACUITE BB- | Sta];)}_ﬂ (S[t]gglrgded from ACUITE
Bank GuaranteeLefter of | Short 325 ACUITE A4 (Assigned)
22301;§b Cash Credit Ifgg% 5.00 ACUITE B+ | Stable (Assigned)
Working Capital Term Loan Ifgrr;% 1.75 ACUITE B+ | Stable (Assigned)
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Annexure - Details of instruments rated

Lender’s ... | Date Of| Coupon [Maturity| Quantum|Complexity .
Name ISIN |Facilities Issuance| Rate | Date [(Rs. Cr.) Level Rating
NKGSB ACUITE BBB- | Stable |
Cooperative Egt 2V1‘1/ CCr gcsiﬁ Egt 2\]1'1/ Egt 2V1‘1/ Egt 2V1‘1/ 20.00 | Simple Upgraded ( from
Bank Ltd PP PPl MOt appl SOt appr. ACUITE BB+)
ACUITE BBB- | Stable |
1t Bark LANO o | ot ot ot ot Notanri | 100 | Simple |~ Upgraded ( from
' ' ' ' ACUITE BB+)
Not avl. /| Letter of [Notavl. /|Notavl. /| Notavl./ . ACUITE A3 | Upgraded
ICICI Bank Ltd Notappl.| Credit [Not appl.[Not appl{Not appl. 14.00 | Simple (from ACUITE A4+)
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Contacts

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

Akshi§ Agrawal . . 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 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.

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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