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RATING RATIONALE 21 August 2020

AMIT AUTOWHEELS PVT LTD

Brickwork Ratings reaffirms the ratings, with change in outlook to negative, for the Bank
Loan Facilities of Rs.59.50 Crs of Amit Autowheels Pvt Ltd

Particulars:
Amount (Rs. Crs) Rating*
Facility . Tenure Previous
Previous | Present (22 Aug 2019) Present
BWR B+ BWR B+
Fund Based | 51.00 59.50 (Long Tern Stable Negative
(Reaffirmed)
Total 51.00 59.50 Rupees Fifty Nine crores and Fifty Lakhs Only

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings

Complete details of Bank facilities is provided in Annexure-I

RATING ACTION / OUTLOOK

Reaffirmation in the ratings of Amit Autowheels Pvt Ltd ( AAPL or the company), with a
change in outlook to negative, factors in a decline in revenues, poor liquidity and weak overall
financial risk profile. The company has not been able to meet the projected level of revenues and
profits for FY20 due to economic slowdown and industry wide factors. For FY21, the company
expects to better its revenues along with substantial improvement in profit margins. However,
the ratings find support in the experience of promoters and strong market position of Tata
Motors, of which AAPL is an authorised dealer for commercial vehicles.

However, BWR expects that given the COVID-19 pandemic, general economic slowdown and
change in emission norms impacting sales of commercial vehicles, the company would not be
able to achieve the projected level of revenues and profit margins. High working capital
borrowings against low tangible net worth and profits would continue to weigh heavily on debt
coverage indicators and overall gearing profile.

COVID-19 Impact: Sale of vehicles was completely disrupted during April and May 2020 and
resumed from June20 onwards at a low scale. However, workshops have remained fully
functional during the lockdown due to the essential nature of services and after obtaining
required clearances from statutory authorities. The company has availed moratorium on loans as
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announced by RBI under COVID-19 regulatory package.

Outlook: Negative

Outlook was changed to negative in view of the subdued business performance in FY20
(provisional) that is likely to result in a deterioration of overall financial risk profile of the
company. On a provisional basis, the company has booked revenues of Rs.182 crs during FY21,
significantly lower than FY19 revenues of Rs.263.12 crs and projected FY20 revenues of
Rs.275.46 crs. COVID-19 impact, change in emission norms, economic slowdown and other
factors would continue to exert downside risks on sales of commercial vehicles and BWR
expects that the company is unlikely to improve upon its financial performance of FY20.

KEY RATING DRIVERS

Credit Strengths

* Experienced Promoters : The promoters have experience of more than a decade in the
same line of business.

*  Strong Market position: The company is authorised dealer of commercial vehicles of
“TATA Motors Ltd.”. The dealership operates showrooms at Teenpani in Haldwani and
provides Sales, Service and Spares for all segments of commercial vehicles. The
company also has sales outlets in Bageshwar, Pithoragarh, Khatima, Kashipur and
Sitarganj areas of Uttarakhand state. The company also operates approved workshops for
servicing and repairing of TATA Commercial vehicles along with the showroom.

Credit Risks:

* Revenues: During FY20, operating revenues of the company declined by almost 31% to
Rs.182 crs (Prov.) (P.Y Rs.263.12 crs).

*  Profit Margins: During FY19, operating profit margin had improved to 1.24% (P.Y
0.57%) due to lower input costs. EBITDA was negative in FY20 (prov). PAT declined to
0.57% in FY20 (prov).

* Networth and Gearing: Gearing, as indicated by Total Debt/TNW ratio and TOL/TNW
ratio, has been high y-o-y due to higher working capital requirements against low net
worth psoition. Total Debt/TNW ratio and TOL/TNW ratio were 5.26x and 6.59x
respectively during FY19. These have shown improvement to 1.37x and 1.80x
respectively during FY20 (prov) due to momentary decline in usage of working capital
facilities, which however cannot be taken as an accurate indicator of future usage as
overall sanctioned WC limits to the company are to the tune of Rs.60 crs approx.
vis-a-vis net worth of Rs.12.81 crs (prov.) during FY20.

* Interest coverage: ISCR of the company is poor at 0.41x and 0.47x in FY18 and FY19
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respectively. As the EBITDA turned negative in FY20 (prov), the company could only
meet its interest expenses through the Non-operating Income.

*  Overall risk profile: Overall risk profile of the company is high risk to high reliance on
external WC borrowings leading to high debt oriented business operations, working
capital intensive nature of business operations, lower profits margins, low interest
coverage and weak industry outlook.

* Industry Outlook: Sale of commercial vehicles is cyclical with the general economy.
For the past 2 years, sales of commercial vehicles have been declining due to general
slowdown in the economy. New regulatory norms related to emission norms and axle
weight, softer freight rates and liquidity crunch at non bank lenders have also led to
decline in sale of commercial vehicles, which is further dented by COVID 19 pandemic
led disruption of supply chains and other economic activities.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

For arriving at its ratings, BWR has applied its rating methodology on a standalone basis as
detailed in the Rating Criteria detailed below (hyperlinks provided at the end of this rationale).

RATING SENSITIVITIES

Rating is sensitive to overall level of operating revenues (both in number and types of vehicles
sold and gross amount generated), growth in profit margins and improvement in overall risk
profile of the company as indicated by gearing, liquidity and interest coverage. Any downside
risks to the above factors from current levels would attract adverse rating action.

LIQUIDITY POSITION : Stretched

Liquidity in the company is stretched with a high cash conversion cycle of 82 days in FY19 and
81 days in FY20 with almost all the working capital requirements getting fully funded by
external WC facilities from banks and FIs amidst low net worth position of the company. Interest
coverage factor of the company is generally lower than 1x indicating insufficiency of operating
profits to servicing borrowing expenses. Although the company has been able to service
borrowing expenses from non operating income derived from commission and incentives, such
non operating income is subject to meeting a minimum level of sales of vehicles and other
criterias. In view of the slowing economy, sales of commercial vehicles is expected to remain
subdued, indicating high volatility in non operating income.

COMPANY PROFILE

Amit Auto Wheels Pvt Ltd., incorporated in Feb 2009 with its current registered office at
Industrial Estate, Teen Pani, Bareilly Road, Haldwani, is engaged in full fledged dealership of
commercial vehicles manufactured by “Tata Motors Ltd”. Ami Sahni and Shashi Sahni are the
promoter directors in the company. The dealership operates showrooms at Teenpani in Haldwani
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and provides Sales, Service and Spares for all segments of commercial vehicles. The company
also has sales outlets in Bageshwar, Pithoragarh, Khatima, Kashipur and Sitarganj areas of

Uttarakhand state.

KEY FINANCIAL INDICATORS

Key Parameters Units 2018(Aud) 2019 (Aud)
Operating Revenue Rs. crs 227.06 263.12
EBITDA Rs. crs 1.29 3.25
PAT Rs. crs 2.03 2.86
Tangible Net worth Rs. crs 8.91 11.77
TOL/TNW Times 8.60 6.59
Current Ratio Times 1.11 1.13

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY : CRISIL A4
(INC) for Rs.18 crs as on 06 June 2019

RATING HISTORY for the past three years (Including withdrawn and suspended)

I';i:;:‘i'l‘i'tey“t Current Year (2020)
Rating History
Current Rating 22 August 2019 04 Jan 2018 2017
FB Rs.59.50 BNWRt.B+

crs cgative Rs.25 BWR N.A

Bank Loan Rs.51 | BWR B+ crs BB-
Facility crs | Stable Stable
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ANNEXURE I
Amit Autowheels Pvt Ltd
Details of Bank Facilities rated by BWR
S1. No. Name of the Bank Type of Long Term | Short Term Total
Facilities {X Crs) {R Crs) R Crs)

1 State Bank of India, Inventory 9.50 NIL 9.50
Bhutiapadav, Haldwani Funding

2 Tata Capital Financial Inventory 20.00 NIL 20.00
Services Ltd., Civil Funding

Lines, Bareilly
3 Standard Chartered Flexi Loan 7.50 NIL 7.50
Bank

4 IndusInd Bank, B.O Channel 5.00 NIL 5.00

Vibhuti Khand, Finance
Lucknow

5 Axis Bank, B.O Channel 7.50 NIL 7.50
Moradabad Finance

6 HDFC Bank Inventory 5.00 NIL 5.00
Funding

7 ICICI Bank Channel 5.00 NIL 5.00
Finance

TOTAL 59.50 NIL 59.50

Total Rupees Fifty Nine crores and Fifty Lakhs only.

COMPLEXITY LEVELS OF THE INSTRUMENTS

For more information, visit www.brickworkratings.com/download/Complexityl.evels.pdf

Hyperlink/Reference to applicable Criteria

e General Criteria

e Approach to Financial Ratios

e Short Term Debt

e Manufacturing Companies

www.brickworkratings.com

Page 5 of 6


http://www.brickworkratings.com/download/ComplexityLevels.pdf
http://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf
http://www.brickworkratings.com/download/Criteria-FinancialRatios.pdf
http://www.brickworkratings.com/download/Criteria-ShortTermDebt.pdf
https://www.brickworkratings.com/download/Criteria_ManufacturingCompanies.pdf

KTk
. * x
|y{rickwork’

ki

T 1 N
Analytical Contacts Investor and Media Relations
[Saurabh Agarwal]
Primary Analyst
[Board: 491 1123412232 ] Liena Thakur
[saurabh.a@brickworkratings.com] Assistant Vice President - Corporate
Communications
[Ashwini Mital] M : +91 84339 94686
[Director — Ratings] liena.t@brickworkratings.com
[Board: +91 172 5032295/96]
[ashwinimital@brickworkratings.com]

For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your
print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change
the wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone
has the sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through any print
or electronic or digital media.

About Brickwork Ratings : Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan,
Non- convertible / convertible / partially convertible debentures and other capital market instruments and bonds,
Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other
structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc.
BWR has rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also
rated NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters and strategic partners.
BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh,
Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations.

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the
issuer and other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any
data distortion; however, it does not examine the precision or completeness of the information obtained. And hence,
the information in this report is presented “as is” without any express or implied warranty of any kind. BWR does
not make any representation in respect to the truth or accuracy of any such information. The rating assigned by
BWR should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and
BWR shall not be liable for any losses incurred by users from any use of this report or its contents. BWR has the
right to change, suspend or withdraw the ratings at any time for any reasons.
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