Rating Rationale
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Brickwork Ratings reaffirms the ratings for the long term bank loan facilities of Amrit Exports Pvt
Ltd (AEPL or the Company), along with revision in outlook to ‘Stable’ from ‘Positive’, and also
reaffirms the rating for their short term bank loan facilities, for a reduced aggregate amount of Rs.

48.81 Crs.
Particulars:
Amount (X Crs) Ratings*
Hacility@ Previous| Present Tenure Previous Present
(Jul, 2019)*
BWR BB BWR BB,
Fund based: Term L 7.85 5.81 Long | (Outlook Reaffirmed,
und based: Term Loan . . utlook:
Term . (Outlook: Stable)
Positive) . .
(Revision in Outlook from Positive)
Fund based:
Packing Credit Limit /
Packing in Foreign 2175 2175
Currency Limit
Fund based:
Foreign Bills Purchased/ 16.00 16.00
Foreign Bills Negotiation BWR A4,
Short BWR A4

Reaffirmed
Fund based: Overdraft 1.50 1.50 Term
against Export Receivables ’ )
Non Fund Based:
Bank Guarantee 0.75 0.75
Non Fund Based:
Letter of Credit 3.00 3.00
Total 50.85 48.81 (INR Fifty Crores Eighty Five Lakhs Only)

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

@Complete details of Bank facilities are provided in Annexure-I

~ Ratings moved to Not Reviewed Advisory on 13 July 2020.
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RATING ACTION/OUTLOOK
BWR has essentially relied upon the Audited financials of AEPL for FY19, Provisional
financials for FY20 and projections for FY21 & FY22, other information as available in the

public domain, as well as information / clarifications provided by the company and its bankers,
to arrive at the present ratings.

Based on an annual review, BWR has reaffirmed the rating for the long term bank loan
facilities of Rs.5.81 Crs (Reduced from Rs.7.85 Crs) of AEPL at BWR BB, with revision in
outlook to ‘Stable’ from ‘Positive’, and has also reaffirmed the rating for its short term bank
loan facilities of Rs.43.00 crs at BWR A4 (aggregate rated amount reduced to Rs.48.81 Crs from
Rs.50.85 Crs.).

The outlook has been revised to ‘Stable’ from ‘Positive’ as BWR believes that the persisting
worldwide impact of the pandemic may result in a slowdown in the export market - hampering
the growth of the company in the near term.

The Rating reaffirmation draws strength from the promoters’ extensive experience in the same
line of business for close to three decades, as well as its presence in the export market with trade
links to different European countries and the US markets . The rating also draws strength from
improvement in its profitability on account of prudent change in the product mix between
different categories of garments, as well as the comfortable credit metrics which have remained
stable over some time.

The ratings are however constrained by the dip in revenue during FY20 on account of delayed
realisations arising out of delayed shipments due to the pandemic and nationwide lockdown, and
the prevailing uncertainty in export markets, going forward. The ratings also factor in the
stretched liquidity position of the company, its high customer and supplier concentration risks, as
well as the risk associated with sourcing of raw materials, and forex risk.

Going forward, the ability of the company to improve revenue and liquidity, maintain
profitability, and improve its credit metrics and net cash cycle, would be the key rating
sensitivities.

KEY RATING DRIVERS

Credit Strengths:

Strong promoter experience: AEPL is managed by three Directors namely, Mr. Sohm
Buchasia, Mr. Shivam Buchasia & Mr. Anil Buchasia who are professionally qualified and have
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over two decades of experience in international trade in workwear and safety wear.

Strong Clientele: AEPL has been exporting its products to different European countries &
Government Departments including Swiss Army (Armasuisse i.e. Department of Civil &
Military Defense, Switzerland), Swiss Military (AMZ) etc. The company has been executing
orders for these clients for close to 5 years. Recently it has made significant inroads into the US
market also.

Improvement in profitability on account of change in product mix: The Company’s
increased focus on knitted garments (which have a better margin) from woven garments, has
helped in increasing its profitability during FY20, and is expected to yield better results going
forward. The proportion of revenues from knitted garments has increased to 50% in FY20
Provisional (FY'19: 42%)).

The EBITDA Margin of the company has improved to 12.97% in FY20 from 8.80% in FY19.

Comfortable Credit Metrics: The credit metrics of the company stood comfortable as reflected
by the ISCR of 1.96 times as per FY20 Provisional, which increased from 1.57 times in FY19.
Improvement in ISCR was on account of improvement in EBITDA generation of the company.
The Tangible Net Worth (TNW) of the company increased to Rs.23.26 Crs as per FY20
Provisional, from Rs.19.87 Crs in FY19. This was on account of plough back of profit and fresh
equity capital infusion of Rs.2.59 Crs. Improvement in TNW helped in improvement in other
debt protection metrics like D/E Ratio to 1.61 times as per FY20 Provisional, from 1.78 times in
FY19, and Total Outside Liabilities to Tangible Net Worth at 1.76 times in FY20 Provisional
from 2.03 times in FY19. With no major debt led capex in the near term, D/E ratio and
TOL/TNW are expected to improve in FY21.

Credit Weaknesses:

Decline in revenue during FY20: AEPL’s scale of operations continued to be modest - as
reflected by its total operating income of Rs.45.02 Crs as per FY20 Provisional, which decreased
by approximately 19.56% during FY20 from Rs.55.97 Crs in FY19. Decrease in total operating
income was on account of disruption in shipment during March end 2020 due to worldwide
pandemic and nationwide lockdown, for which a substantial portion of orders could not be
shipped and realised. As on date, the company has an order book of Rs.21 Crs which needs to be
delivered by September 2020.

Uncertainty arising out of the current situation: Since the company deals in goods which are
mostly not essential commodities but rather discretionary in nature, the impact of the pandemic
is likely to continue for some time. The situation is likely to be exacerbated by the uncertainties
in international trade at this point.
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High customer & supplier concentration: The customer concentration of the company is high
as top five customers contributed 71% of the total revenue and top five suppliers contributed
70% of the total purchases during FY20. Hence, any change in Government policy affecting its
customers or suppliers, any dip in demand from its customers, or any disruption in procurement,
may affect the sales and sourcing process of the company.

Raw material sourcing and forex risk: AEPL sources a large part of its raw materials from
abroad. The inability of the Company to access alternative sources of raw material in case of any
policy changes in the international market may adversely impact the company’s business cycle.
The company's profitability margins are also susceptible to foreign exchange rate fluctuations
and need to be adequately covered through prudent hedging practices.

High Net Cash Cycle: Net cash cycle of the company deteriorated to 333 days during FY20
provisional from 249 days in FY19, which was already high. This was on account of increase in
inventory to Rs.27.88 Crs in FY20 against Rs.23.36 Crs in FY 19. Increase in inventory holding
was due to delay in shipping on account of the pandemic and nationwide lockdown.

ANALYTICAL APPROACH

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

RATING SENSITIVITIES

Positive: Increase in revenues from present level, along with maintenance of the company’s
EBITDA margin leading to improvement in credit metrics and improvement in net cash cycle,
may lead to positive rating action.

Negative: Further deterioration in revenue and profitability leading to deterioration in credit
metrics, or deterioration of the liquidity position of the business, may lead to negative rating
action.

LIQUIDITY INDICATORS: Stretched

Liquidity position of the company stands stretched on account of close to full utilisation of
working capital limits on a regular basis with a couple of instances of over drawings, along with
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an average utilisation level of 97.47% of its cash credit accounts during the last six months
ended June 2020. The net cash cycle of the company also stood high at around 333 days as per
FY20 Provisional, on account of a high inventory holding period of 271 days which increased
from 213 days in FY19. The company as of now does not have any major debt led capex during

FY21 and has a repayment obligation of Rs.1.50 Crs in FY21. The same is expected to be repaid
from EBITDA generation of the company.

ABOUT THE COMPANY

Incorporated in 1996, Amrit Exports Pvt Ltd, is the flagship Company of the Amrit Group. It is a
manufacturer and exporter of industrial garments & safety wear. The Company’s office is
located in Salt Lake, Kolkata-91.

AEPL is managed by three Directors namely, Mr. Anil Buchasia, Mr. Sohm Buchasia, and Mr.
Shivam Buchasia who are professionally qualified and have over two decades of experience in

international trade in workwear and safety wear.

COMPANY FINANCIAL PERFORMANCE

Particulars Units FY18A FY19A
Total Operating Income Rs in Crs 60.22 55.97
EBITDA Rs in Crs 5.34 4.93
PAT Rs in Crs 0.85 0.54
Tangible Net worth Rs in Crs 18.38 19.87
Total Debt/TNW Times 1.91 1.78
Current Ratio Times 1.24 1.30
ISCR Times 1.49 1.57

NON-COOPERATION WITH PREVIOUS CREDIT RATING AGENCY IF ANY:
CRISIL B+/Stable/CRISIL A4 (ISSUER NOT COOPERATING) as on 17 September 2019.
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Name of

Current Rating 31 July 2020

Chronology of Rating History for the past 3 years (Rating Assigned and

Instrume Type Amount Rating Press Release date) along with outlook/ Watch, if applicable |
N| nt (Long Outstand Date(s) & Date(s) & Rating(s) Dates(s) &
(NCD/Ba Term/S | ing (Rs. Rating(S) assigned in assigned in 2018 Rating(s) a
nk Loan hort Crores) 2019 in 2017
/Non-Fun Term)
d Based
facilities/
Commer
cial
Paper
etc.)
Bank Fund BWR
Loan Based-Lon | 5.81 BB, 11-July-2019 12-July-2018 —
Facility g Term Reaffirm FB | 7.85 | BWR FB-L | 3.67 BWR BB,
ed, with -L BB, T* Assigned,
revision T* Reaffir Outlook:
in med, Stable
Outlook Outloo FB-S | 33.25 | BWR A4,
to: k: T* Assigned
Stable, Positive NFB | 3.75 BWR A4,
) -ST* Assigned
FB | 39.25 | BWR *
-ST A4, Tota | 40.67
* Reaffir 1
med
NF [ 3.75 | BWR
B- A4,
ST Reaffir
ok med
Tot | 50.85
al #
#Reaffirmed with increase
in total exposure along with
change in outlook to positive
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Fund 39.25 BWR
Based-Sh Ad,

ort Term Reaffir
med

Non-Fund 3.75 BWR
Based- A4,
Short Reaffirm
Term ed

Total 48.81 (Reaffir
med
with
revision
in
outlook
and
reductio
n in total
exposure

)

*FB- Fund Based-Long Term
**NFB- Non Fund Based-Short Term

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 Infrastructure Sector

e Short Term Debt

For any other criteria obtain hyperlinks from website
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Analytical Contacts Media
Pratik Dasgupta
Senior Rating Analyst-Ratings
Board:91 80 4040 9940 Liena Thakur

pratikdas.g@brickworkratings.com

Anuradha Gupta

Director-Ratings

Mobile: Contact-9073918943
anuradha.g@brickworkratings.com

Assistant Vice President - Corporate Communications
+91 84339 94686
liena.t@brickworkratings.com

Phone: 1-860-425-2742

ANNEXURE 1-Amrit Exports Pvt Ltd
Details of Bank Facilities Rated by BWR

Bank Facility Type Tenure Amount Rated on Present Amount to be
11.07.2019 (Rs. in Crs) Rated
(Rs. in crores)

Term Loan Fund Long Term 7.85 5.81

Based
Packing Credit Limit Short Term 21.75 21.75
PCFC (Sublimit of PCL) (21.75) (21.75)
Foreign Bills Purchased/Foreign Bills 16.00 16.00
Negotiation
Over Draft Against Export Receivables 1.50 1.50
Bank Guarantee Non-Fun 0.75 0.75

d Based
Letter of Credit 3.00 3.00
Total Amount to be rated 50.85 48.81

Total Amount to be rated

Rupees Forty Eight Crores and Eighty One Lakhs

Only

www.brickworkratings.com

page 8 of 9



mailto:pratikdas.g@brickworkratings.com
mailto:anuradha.g@brickworkratings.com
http://www.brickworkratings.com/

®

Kty

. * *
|y{rickwork’
T 1 N ©

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 SEBI registered Credit Rating Agency, accredited by RBI and
empaneled by NSIC, offers Bank Loan, NCD, Commercial Paper, MSME ratings and grading services. NABARD has
empaneled Brickwork for MFI and NGO grading. BWR is accredited by IREDA & the Ministry of New and Renewable
Energy (MNRE), Government of India. Brickwork Ratings has Canara Bank, a leading public sector bank, as its
promoter and strategic partner. 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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