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RATING RATIONALE 18 June 2020

ATAM MANOHAR SHIP BREAKERS PVT LTD

Brickwork Ratings reaffirms the ratings for the Bank Loan Facilities of Rs. 69.85 Crores
of Atam Manohar Ship Breakers Pvt Ltd (AMSBPL or the company).

Particulars:
Amount (X Cr) Rating*
Facility** . Tenure Previous
Previous | Present (Sep, 2019) Present
BWR BWR
Fund based’ 6.00 (10.27) Long Term BB-/Stable BB-/Stable
Reaffirmed
BWR A4 BWR A4
Non Fund 63.85 69.85 Short Term
Reaffirmed
Based
Total 69.85 69.85 (INR Sixty Nine Crm(’)elsllz;l)ld Eighty Five Lakhs

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

**Details of Bank facilities is provided in Annexure-I
'CC limit as sub-limit of LC of Rs. 10.27 Crs within the overall LC limit of Rs. 68.50 Crs

RATING ACTION /Outlook:

The reaffirmation of the rating continues to factor in more than 2 decades of experience of the
promoters in the ship breaking industry and average financial risk profile marked by moderate
debt protection metrics.

These strengths are partially offset by the relatively modest size of operations of the company,
cyclicality associated with the ship breaking business, high reliance on LC backed purchases,
exposure to environmental and regulatory risk and susceptibility of profitability margins to
adverse exchange rate fluctuations and volatile metal prices.
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BWR believes the Atam Manohar Ship Breakers Pvt Ltd business risk profile will be

maintained over the medium term. The ‘Stable’ outlook indicates a low likelihood of rating
change over the medium term.

KEY RATING DRIVERS

Credit Strengths:
» Extensive experience of the promoters with more than 2 decades of experience in the
ship breaking industry.

» Average financial risk profile marked by moderate debt protection metrics reflected by
ISCR (Interest service coverage ratio) of 1.99 Times in FY19 as against ISCR of 2.31
Times in FY'18. For 20 (Provisional Financials), ISCR stood at 1.93 times.

Credit Risks:

» Cyclicality associated with the ship breaking business, where the prospects are linked
to international shipping business.

* High reliance on LC backed purchases leading to TOL/TNW of 3.46 Times in
FY19(A) and TOL/TNW stood at 3.54 times in FY18(A). For FY20 (Provisional
Financials), TOL/TNW stood at 1.04 times.

* Exposure to environmental and regulatory risk that is inherent in the ship breaking
business and cyclical nature of the end user (steel) industry, which could impact the
offtake and revenue realization.

» Susceptibility of profitability margins to adverse exchange rate fluctuations and
volatile metal prices.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

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

RATING SENSITIVITIES
Positive: Improvement in the scale of operations by about 10-15% annually on sustainable

basis coupled with expansion in operating profit margins leading to an improvement in the
credit metrics will be positive for the ratings.
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Negative: Significant Deterioration in the scale of operations and/or Decline in operating
margins or stretch in working capital cycle will be negative for the ratings.

LIQUIDITY POSITION: Stretched

The current ratio of the company stood at 1.34 times in FY19 (A) as against 1.24 times in
FY18. As per FY20 (Provisional Financials), the current ratio stood at 2.07 times. Cash &
cash equivalent in FY20 stood at Rs. 0.48 Cr which includes cash on hand of Rs. 0.22 Cr and
balances with banks of Rs. 0.25 Cr.

Relief measures, such as a moratorium on debt servicing, as notified by the Reserve Bank of
India (RBI) on 27 March 2020, is being availed by the company.

COMPANY PROFILE

Established in 1997, Atam Manohar Ship Breakers Pvt. Ltd. (AMSBPL) is engaged in ship
breaking and recycling business. The Company’s registered office is at Bhavnagar, Gujarat
and operates in Alang (plot of 3700 sq mts). The Company is promoted by Mr. Anil Jain
having extensive experience in the business. The company has a capacity to break ships
ranging up to 50000 tonnes.

KEY FINANCIAL INDICATORS (in X Cr)

Key Parameters Units FY19 FY18
Result Type Audited Audited
Operating Income Rs. Crs 116.90 83.83
Ebitda Rs. Crs 4.35 2.07
PAT Rs. Crs 1.25 0.86
TOL/TNW Times 3.46 3.54
Current Ratio Times 1.34 1.24

As per FY20 (Provisional Financials), the company has achieved total operating income of
Rs. 71.07 Crs with Ebitda of Rs. 2.36 Crs.
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Rating History for the last three years (Including withdrawal and suspended):

®

SI.
N | Instrumen
0. | t/Facility Current Rating (2020) Rating History
Type
(Long
Term/Sh
ort Amount Sep-20
Term) (Rs. Crs) | Rating 19 Sep-2018 Nov-2017
Fund = Long (10.27) ONR | BB/Sta | BWRB+ | BWR B+
1 | Based! | Term BB/Stable |\ 1ea4 | Stable/ | Stables
Non Fund | Short 69.85 BWR A4 A4 A4
2 | Based Term
(INR Sixty Nine Crores and Eighty Five Lakhs
Total 69.85 Only)

ICC limit as sub-limit of LC of Rs. 10.27 Crs within the overall LC limit of Rs. 68.50 Crs.

NA: Not Available

Status of non-cooperation with previous CRA (if applicable): Not Applicable
Any other information: NIL

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 Services Sector
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ANNEXURE I
Details of Bank Facilities rated by BWR
SI. No. | Name of the Bank Type of Previous Present Amount
Facilities Amount (Rs. Crs)
(Rs. Crs)
Cash Credit! 6.00 (10.27)
Letter of Credit
1 State Bank of India (LO)
62.50 68.50
Credit
Exposure Limit 1.35 1.35
Total 69.85 69.85

!CC limit as sub-limit of LC of Rs. 10.27 Crs within the overall LC limit of Rs. 68.50 Crs

Analytical Contacts Investor and Media Relations

Satish Jewani

Senior Rating Analyst

[Board:+91 22 2831 1426 Ext: 603 ]
[Email Address:

satish.j@brickworkratings.com] Liena Thakur

Assistant Vice President -
Corporate Communications

Bal Krishna Piparaiya +91 84339 94686 liena.t@brickworkratings.com

[Sr. Director— Ratings|]

Board: +91 22 2831 1426

[Email Address:
piparaiya.bk@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.
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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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