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Rating Rationale

Acuité has reaffirmed its long-term rafing of '"ACUITE BB+' (read as ACUITE double B
plus) and short-term rating of 'ACUITE A4+' (read as ACUITE A four plus) on Rs. 22.10 Cr.
bank facilities of Sadhav Offshore Engineering Private Limited (SOEPL). The outlook is 'Stable’.

Rationale for rating reaffirmation

The rating reaffirmation derive strength from the established track record of operations of the
company and extensive experience of the promoters in the Maritime industry. It further takes
into consideration the improvement in operational and financial performance of the
company. The operating income grew to Rs.68.76 Cr. in FY2024(Prov) from Rs.55.29 Cr. in FY2023
and Rs.38.78 Cr. in FY2022. The growth in operating income is on account of higher order
executions during the year and is backed with increasing orders received by the company for
ship repairs. The company has an outstanding order book position of Rs.59.37 Cr. as of July
2024, reflecting moderate revenue visibility over the near term.

Furthermore, the financial risk profile of the company improved though remained moderate in
FY2024(Prov) marked by moderate net worth, gearing level and debt protection metrics.
These strengths are partially offset by SOEPL's exposure 1o risks related to cyclicality of the
industry and customer concentration.

About the Company

Incorporated in 2022, Sadhav Offshore Engineering Private Limited is Mumbai based
company. It Is engaged in ship building and ship repair services. Currently Mr. Kamal Kant
Biswanath Choudhury, Ms. Sadhana Choudhury and Mrs. Devahuti Choudhury are the
directors of the company.
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Not Applicable
Analytical Approach

Acuité has considered the standalone business and financial risk profiles of Sadhav Offshore
Engineering Private Limited to arrive at this rating.

Key Rating Drivers
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Strengths
Extensive experience of management and established track record of operations

SOEPL, based in Maharashtra, was incorporated in 1992 and has a long frack record in the
Maritime sector. The promoters, Mr. Kamalkant Choudhury, Mr. Sadhna Choudhury, and Ms.
Devahuti Choudhury, have extensive experience in the industry. The company's operations
are managed by the promoters with support from a well-experienced senior management
team. SOEPL has built strong, long-term relationships with customers and suppliers, including
Indian Coast Guard, Goa Shipyard, and Mazgaon Dock Shipbuilders Ltd. Acuité believes
SOEPL will continue to benefit from its key customer and supplier relationships over the
medium term.

Augmentation in business risk profile

The company has recorded strong growth in operating income of Rs. 55.29 Cr. in FY2023 from
Rs. 38.78 Cr. in FY2022, marking a considerable growth of ~42.56%. The growth in operating
income is on account of higher order executions during the year and is backed with
increasing orders received by the company for ship repairs. Further, the company has
recorded revenue of Rs.68.76 Cr. in FY2024(Prov). The operating profit margins of the company
have marginally moderated to 8.33% in FY2024 from 9.13% in FY2023 and 7.34% in FY2022. The
company s order book position stood at ~Rs.59.37 Cr. as of July 2024, reflecting moderate
revenue visibility in the near term.

Going ahead, margins are expected to improve as the company is increasing its focus on
floating dry-docking projects as well as project expansion on the ports at Gujarat which
entails higher margins.

Moderate financial risk profile

The financial risk profile of the company improved though remained moderate in FY2024(Prov)
marked by moderate net worth, gearing level and debt protection metrics. The tangible net
worth of the firm stood at Rs. 10.68 Cr. as on March 31, 2024 (Prov.) as compared to Rs. 7.47
Cr.as on March 31, 2023 and Rs. 5.58 Cr. as on March 31, 2022. The total debt of the
company stood af Rs. 6.68 Cr. as compared to Rs. 12.69 Cr. as on March 31, 2023 and Rs. 5.48
Cr.in March 31, 2022. The debt profile of the firm comprises of Rs. 1.77 Cr. of secured term
loans, Rs. 1.12 Cr. USL from directors and the Rs.3.79 Cr. of short-term borrowings as on March
31,2024 (Pov.). The capital structure of the entity remains comfortable with the gearing of 0.63
times in FY24(Prov.) as against 1.70 times in FY23 (and 0.98 times in FY22). The TOL/TNW stood
at 0.99 fimes as on March 2024 (Prov.) compared to 2.72 times as on March 2023 and 2.31
times as on March 2022. The debt protection metrics stood stable as reflected by debt
service coverage ratio of by 2.02 times in FY24 (Prov.) as compared to 2.05 times in FY23 and
2.26 times in FY22 and interest service coverage ratio stood at 4.14 times in FY24 (Prov.)
compared to 3.87 times in FY23 and 3.60 times in FY 22. Further, the Debt/EBITDA levels
improved to 1.14 times in FY2024(Prov.) against 2.44 times in FY2023 and 1.82 times in FY2022.

Going ahead, the financial risk profile of the company is expected to improve on account of
estimated growth in tenders for ship repairs.

Weaknesses
Moderate working capital cycle

The working capital operations of the company improved marked by GCA days of 71 days in
FY24 (Prov.) as against 137 days and 110 during FY23 and FY22 respectively. The decline in
GCA days in primarily due to lower other current assets and improvement in debtor and
inventory days. The debtor days in FY24 (Prov.) were 29 days, compared to 37 days in FY23
and 58 days in FY22. The average credit period allowed to customers is around 60 days. The
company has good clientele base with clients like Indian Coast Guard Directorate General of
Lighthouses and Lightships, Naval Dockyard, and Mazgaon Dock Shipbuilding, from whom
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payment is received upon project completion. The inventory days stood at 23 days in
FY2024(Prov) as compared to 54 days in FY2023 and 30 days in FY2022.The creditor days stood
at 36 days in FY24 (Prov.) as compared to 113 days in FY23 and 142 days in FY22. However, the
reliance on working capital limits stood moderate at ~60% for the last 6 months ending May
2024.

Going ahead, working capital operations are expected to remain in similar range over the
medium term.

Exposure to risks related to cyclicality of the industry and customer concentration

The company's ship repairs, and shipbuilding orders are influenced by the demand in the
economy. The company's operations are tender-based and heavily rely on tenders issued by
government shipping companies. Therefore, the company's performance is impacted by its
success in winning tenders and by the cyclical nature of the industry caused by economic
downturns. Additionally, there is a risk related to customer concentration, as the top three
customers have contributed approximately ~60% of the company's revenue over the last
three years.

Rating Sensitivities
« Significant improvement in operating income while maintaining profitability

« Any significant addition in the debt leading to impact on the financial risk profile

Liquidity Position

Adequate

The liquidity of the company is adequate, marked by adequate net cash accruals to service
its debt repayment obligations. The Net cash accruals of the company stood at Rs. 3.39 crore
in FY24 (Prov.) as against repayment obligation of Rs. 0.96 crore during the same period. The
company'’s reliance on bank limits is moderate with average utilization of bank limits at 60
percent for 6 months ended May 2024. The company had unencumbered cash and bank
balances of Rs.3.96 Cr. as on March 31, 2024(Prov.)

Going ahead, liquidity is expected to remain adequate in the near to medium term on
account of sufficient cash accruals generations and buffer available from the unutilized
working capital limits.

Outlook: Stable

Acuité believes SOEPL will maintain 'Stable’ business risk profile in the medium term on the
back of established operational track record, long standing experience of the promoters in
the business and established relations with reputed customers and suppliers. The outlook may
be revised to 'Positive’ in case of higher than expected improvement in operating income
while maintaining its profitability and improvement in working capital cycle. Conversely, the
outlook may be revised to 'Negative' in case of lower than expected operating performance
or elongation of working capital cycle.

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 24 (Provisional) | FY 23 (Actual)
Operating Income Rs. Cr. 68.76 55.29
PAT Rs. Cr. 3.21 2.66
PAT Margin (%) 4.67 4.82
Total Debt/Tangible Net Worth Times 0.63 1.70
PBDIT/Interest Times 4,14 3.87

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
* Service Sector: https://www.acuite.in/view-rating-criteria-50.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 (Rs. .
Date Instruments/Facilities Term Cr) Rating/Outlook
Proposed Long Term Bank | Long 8.17 ACUITE BB+ | Stable
Facility Term : (Reaffirmed)
Covid Emergency Line. %grnr% 0.43 ACl(JgganBf;wl]eSé?ble
. Long ACUITE BB+ | Stable
25 Jul Cash Credif Term 2.90 (Reaffirmed)
2024 Long ACUITE BB+ | Stable
Term Loan Term 1.23 (Reaffirmed)
Bank Guarantee (BLR) ?Qrorg 7.59 ACUITE A4+ (Reaffirmed)
Bank Guarantee (BLR) ?gm 1.78 ACUITE A4+ (Reaffirmed)
. Long ACUITE BB+ | Stable
Cash Credit Term 6.00 (ASSigned)
Covid Emergency Line. %grnrﬁ 0.98 ACUEAI\ESEiBngn éé;able
Long ACUITE BB+ | Stable
28 Apr Term Loan Term 3.88 (Assigned)
2023 Long ACUITE BB+ | Stable
Term Loan Term 1.12 (Assigned)
Proposed Long Term Bank | Long 519 ACUITE BB+ | Stable
Facility Term ' (Assigned)
Bank Guarantee (BLR) igﬁq 8.00 ACUITE A4+ (Assigned)
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Annexure - Details of instruments rated

Lender’s Date Of [Coupon |Maturity [Complexity |Quantum .
Name ISIN | Facilities Issuance| Rate | Date Level |(Rs.Cr.) Rafing
Noft
Bank Not avl.| Not avl. ACUITE
Sank of 1 v /) Guarantee NOT O /1 /Not | /Not | Simple | 800 | Ad+ |
appl. (BLR) PPl appl. | appl. Reaffirmed
Not
Bank Not avl.| Not avl. ACUITE
Egpcfd(g 0,\\‘/&/ Guarantee Hgl gw'l/ /Not | /Not Simple 3.00 Ad+ |
appl. (BLR) PPl appl. | appl. Reaffirmed
Not ACUITE
Not avl.| Not avl.
Bank of [avl./ +INot avl. / . BB+ |
ndia | Not Cash Credﬂ,\loT appl. éNol’r éNol’r Simple 6.00 Stable |
appl. PPl PPl Reaffirmed
Not : ACUITE
Covid Not avl.
Bank of [avl./ Not avl. / 30 Nov , BB+ |
india | Not | 19N |ot appl) /NP | "o0p5 | SimPle | 043 ) siple |
appl. : PP Reaffrmed
Not | Proposed ACUITE
Not |avl. /| LongTerm |[Not avl. / N?Lg;/l' N;)’,r\l(g;/l. Simole 344 BB+ |
Applicable| Not Bank  [Not appl. aool aool P ’ Stable |
appl.| Facility PPl PPl Reaffirmed
Not ACUITE
Not avl.
Bank of |avl./ 30 Mar 31 Mar | . BB+ |
india | Not | 1M LOAN| 5025 | /NoP 1 "o03p | SimPle | 123 sipe |
appl. PPl Reaffrmed
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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 ratings 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 Rafing.
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