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RATING RATIONALE

30 Nov 2023
A. K. Capital Finance Limited

Brickwork Ratings reaffirms the ratings of the NCD issues aggregating Rs.434.52 Cr
and withdraws the ratings for the proposed bank loan facilities of Rs. 400 Crs of A. K.
Capital Finance Ltd on account of non-utilization.

Particulars:
Facilities/ Amount Rated Type Rating*
Instruments** (R5Cinss)
Previous | Present - Previous Ratings Present Ratings
(18 Oct 2022)
Proposed fund based | 400.00 - Long Withdrawal on
bank loans - working Term | BWR AA-/Stable non-Utilisation
capital/ term loans
NCDs (1) 230.52 229.52 Long ["BWR AA+ (Stable)) BWR AA+ /Stable
Term (Reaffirmation) (Reaffirmation)
NCDs (2) 62.00 62.00 Long |“BWR AA (Stable)| BWR AA /Stable
Term (Reaffirmation) (Reaffirmation)
NCDs 145.00 143.00 Long | BWR AA- (Stable) | BWR AA- /Stable
Term (Reaffirmation) (Reaffirmation)
Total 837.52 434.52 |[Rupees Four Hundred Thirty Four Crore and Fifty
Two Lakhs Only

*Please refer to BWR website www.brickworkratings.com/ for the definition of the ratings
**Details of bank loan facilities and NCDs are provided in Annexures — I and II

NCDs (1) backed by 20% DSRA support on outstanding principal
NCDs (2) backed by primary security of investments in high rated paper (A rated and above) — Asset Backed
securities

RATING ACTION / OUTLOOK

BWR reaffirms the rating of the NCDs issues aggregating Rs.434.52 Cr of A. K. Capital
Finance Ltd. (AKCFL). BWR also withdraws the rating of the proposed bank loans of Rs.400
Cr of AKCFL at the request of the Company, on account of non-utilization. The withdrawal is
in compliance with BWR’s policy for Withdrawal of Ratings.

The ratings reaffirmation factors in the company’s experienced management and long track
record of the A. K. group, along with sound asset quality in the fund-based business and
comfortable capitalisation. However, the ratings are constrained by inherent volatility in the
debt capital markets business and the limited scale of financing operations.

The Stable outlook indicates a low likelihood of a rating change over the medium term
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KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED:

1. For NCDs aggregating Rs. 229.52 Crs, the company is required to maintain an amount
of up to 20% of the principal outstanding in a DSRA throughout the tenure of
instruments:

2. The DSRA is in the form, “AAA” rated debt securities, sovereign debt securities and
bank guarantee, Fixed Deposit in any combination.

3. Similarly, each issue has a T minus structure in place where the payment account is
funded prior to the due date (i.e. ‘T’ date). Based on the terms of the individual issues,
the payment account is funded between 1 to 4 days of the payment due date.

4. If the company fails to fund the payment account for the amount due, the debenture
trustee will initiate the liquidation of the DSRA assets in the following manner
to ensure that the proceeds are available towards payment due on the NCDs by the due
date in a predefined manner.

5. In case the DSRA is utilized in full or part of the value of the DSRA is diminished
below the minimum required, AKCFL will be required to replenish the same within
seven days of the occurrence of such an event.

2. For NCDs aggregating Rs. 62 Crs
a) Further, Rs. 76.00 Crs of NCDs (current o/s Rs. 62 crs) are backed by primary security
of investment in higher rated paper (A rated and above).
b) The investments is required throughout the tenure of the instruments

KEY RATING DRIVERS

Credit Strengths-:

Experienced management and long track record of business: The A. K. Group has almost
three decades of experience and an established position in debt capital markets in India. The
group has a competitive position as a merchant banker in the corporate bond and fixed-
income markets. Mr. A K Mittal (the MD and CEO) has more than 30 years of experience in
the industry. The management of the group consists of experienced professionals with vast
experience in the financial services space. The group, with its sourcing, underwriting and
distributing capabilities for the private and public sectors, has established strong relations
with its clients.

AK. Group is amongst the largest arranger of debt (including Tax Free Bonds & Public Debt
Issues) for the Indian Banking Sector in the form of Lower Tier II/ Upper Tier —II / Perpetual
etc. Bonds having arranged bonds of Rs. 153,715.40 Cr in the past 2 decades. A. K. Capital
has managed 1945 assignments of private placement of debt aggregating to Rs. 18,99,821.93
Crores (approx.) for the past decade (12 Years) (Source: Prime Database) and is one of the top
leading merchant bankers for managing debt public issue in India since inception of retail
public issue product. It has managed 125 public issues of debt assignments aggregating to Rs.
190,813.74 Crores (Source: Prime Database) for the country's premier public as well as
private sector companies).
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Comfortable capital position: As on 30 Sep 2023, the group-level tangible networth stood
at Rs. 900.69. Crs, compared with Rs 783.14 Crs as on 31 March 2022 and Rs.863.55 Cr in
March 2023. AKCFL has maintained its capital adequacy ratio of more than 20% during the
last three years. As on 30 Sep 2023, the capital-to- risk weighted assets ratio (CRAR) of the

company stood at 30.99%. The group's debt to tangible networth ratio stood at 2.5 times as on
31 March 2023, compared with 2.35 times as on 31 March 2022.

Sound asset quality: The group’s fund-based business carried out through AKCFL uniquely
operates as a debt capital market (DCM) NBFC and follows a low-risk model with
customized debt solutions in the form of loans and fixed-income instruments spread over a
short to medium term. The group’s stringent risk management policies and demonstrated
ability to exit stressed exposures early on has resulted in the company maintaining a robust
asset quality.

However, recently AKCFL has reported marginal Gross NPA of 0.63% during HIFY24 As
per the management, the Gross NPA of Rs. 3.61 Cr in Sep 2023 pertains to mainly two
accounts One pertains to the bought out retail portfolio and other one refers to one corporate
account . Of these Corporate NPA, the company has already started recovering principal
amount from the said borrower and company is expecting to recover the balance amount in
due course.

Credit Risks-:

e Inherent volatility in debt capital markets business: The AK group’s business
activities in debt capital markets are exposed to economic cyclicality and
macroeconomic indicators, including a movement in the interest rate, GDP growth and
inflation, wherein any adverse movement in any of these factors will result in volatility
in the business performance, considering its income depends on the activity in debt
market issues and the distribution of the same to its clients. During FY23 the group
reported a total income of Rs. 406.8 Cr and profit after tax of Rs. 88.42 Cr as compared
to the total income of Rs. 322.89 Crs and profit after tax of Rs. 83.01 Crs, in FY22.

o Limited scale of financing operations: The group has a limited size of the AUM,
consisting of core lending/loan book and treasury investments with a concentrated set of
clientele. Most of the treasury investments are opportunity-based and backed by
commitments from clients to buy from the NBFC in a short period of time, thereby
mitigating market price volatility. The AUM of AKCFL increased to Rs 2,651.86 Cr in
Sep 2023 as against Rs.2,283.29 Cr in March 2023 and Rs.2007.87 Cr in March 2022.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

For arriving at the ratings, BWR has combined the business and financial risk profiles of A.
K. group companies, which mainly include A.K. Capital Services Limited (AKCSL) and its
subsidiaries, A.K. Capital Finance Limited (AKCFL), A.K. Stockmart Private Limited
(AKSPL), A.K. Wealth Management Private Limited, A.K. Capital Corporation Private
Limited, Family Home Finance Private Limited and A.K. Capital Singapore Pte. This is
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because all the companies (a part of the A. K. group), have significant financial, managerial
and operational linkages.

RATING SENSITIVITIES

Positive: A significant improvement in the financial risk profile and the market share of the
group, including a substantial increase in revenue and profitability while maintaining asset
quality, will be rating positive.

Negative: A significant deterioration in business volumes, the asset quality or the earning
profile will be a rating negative.

LIQUIDITY INDICATORS: Adequate

As per the ALM as on 30 Sep 2023, the liquidity position is comfortable with no negative
cumulative mismatches in any of the buckets.

On a consolidated basis the company has adequate liquidity as on 30 Sep 2023 of Rs. 402.41
Crs which includes Rs. 29.27 Crs in cash, cash balances and liquid MF investments and Rs.
373.14 Crs of undrawn bank lines.

Further, the rated NCDs have a DSRA in the form of Fixed Deposit / Debt Securities,
sovereign debt securities in any combination. equivalent to up to 20% of the outstanding
principal. Also, the company shall, prior to the pay-in date, deposit into the DSRA an amount
equal to the succeeding coupon/ principal payment, and shall maintain the same on a rolling
basis. Hence liquidity is considered to be adequate.

COMPANY PROFILE

A. K. Capital Finance Limited (AKCFL), formerly known as A. K. Capital Finance Private
Limited and Giridhar Vanijya Private Limited, was incorporated in 2006 and was acquired by
A. K. Capital Services Limited, the flagship company of A. K. Capital Group. A. K. Capital
Finance Limited is registered with the RBI as a Non-Deposit taking Systemically Important
Non-Banking Finance Company (ND-SI-NBFC). It is a 98.73% subsidiary of AKCSL, a
category I merchant banker listed on the Bombay Stock Exchange (BSE). AKCSL is a leading
player in the corporate bond and fixed-income market in India. AKCFL primarily operates a
hybrid business model, under which the revenue streams consist of interest income from its
lending book, and fee income and treasury-based income from its investment book. While
there is synergy between the activities of AKCSL and AKCFL, all the lending and investment
decisions of AKCFL are independent of its parent’s activities and are carried out on an arm’s
length basis. Such lending and investment decisions are based on AKCFL’s own yield/return
benchmark.

A. K Capital Services Limited (AKCSL), incorporated in 1993 is a SEBI-registered category-
I merchant banker, listed on the Bombay Stock Exchange (BSE). AKCSL is the flagship
company of A. K. group and one of the leading players in the corporate bond and
fixed-income market in India. The company is one of the leaders in the debt market segment
with respect to private placement and public issues, and financial advisory services. The
company offers customized solutions to its clients, i.e. issuers, by mobilizing funds through
the debt capital market, and investors, by creating avenues for investment in the debt capital
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market. A. K. group companies also complement each other right through client sourcing,
lending and other ancillary services. Parent company A. K. Capital Services Limited conducts
the merchant banking activity, and A. K. Capital Finance Limited is the group’s NBFC arm.
The NBFC invests in fixed-income instruments and also undertakes lending activities. A. K.
Stockmart Private Limited (a 100% subsidiary of A. K. Capital Services Ltd.) does broking
activities and third-party product distribution for the group. It provides broking services in the
wholesale debt market (WDM) and retail debt market (RDM), and acts as a depository

participant.

KEY FINANCIAL INDICATORS

Standalone - A. K. Finance Capital Limited

Key Financial Indicators Units FY22 FY23 1HFY24
Result Type Audited Audited Unaudited
Total Income Rs.Crs 205.40 249.92 142.35
Profit after tax Rs.Crs 57.43 60.71 28.8
Tangible Networth Rs.Crs 662.43 715.15 739.77
Total Debt Rs.Crs 1383.65 1616.61 1969.25
Debt to Tangible Networth Times 2.09 2.26 2.66
GNPA % - 0.02 0.63
NNPA % - - 0.38
CRAR % 32.94 33.56 30.99
Consolidated - A. K. Capital Services Limited
Key Financial Indicators Units FY22 FY23 H1FY24
Result Type Audited Audited Unaudited
Total Income Rs.Crs 322.89 406.81 240.97
Profit after tax Rs.Crs 83.01 88.42 42.31
Tangible Networth Rs.Crs 783.14 863.55 900.69
Total Debt Rs.Crs 1843.16 2161.87 2657.98
Debt to Tangible Networth Times 2.35 2.50 2.95
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NON-COOPERATION WITH PREVIOUS CREDIT RATING AGENCY (IF ANY): No

non-cooperation with other CRA

RATING HISTORY FOR THE PREVIOUS THREE YEARS [including withdrawal and

suspended]
Name of the
Instrument/
SrNo | Facility Current Year Rating History
Type (Long Amt
Term/ |Outstanding
Short Term)| (Rs. Cr) Rating 2022 2021 2020
18-Oct-22 16-Sep-21 | 1-Dec-20 | 10-Sep-20 | 1-Sep-20 | 29-Jan-20
Bank Loans - BWR
Fund Based - AA-/Stable
1 Proposed | Long Term 0 Withdrawn| (Assigned)
BWR BWR BWR BWR
AA-/Stable | AA-/Stable |JAA-/Stable BWR AA-/Stable BWR
Bank Loans - (Reaffirmed and (Reaffirmed |[(Reaffirme| AA-/Stable |(Reaffirmed| AA-/Stable
2 Fund Based 0 Withdrawn) ) d) (Reaffirmed) ) (Reaffirmed)
BWR BWR
AA-/Stable BWR AA-/Stable| BWR
(Reaffirme| AA-/Stable |(Reaffirmed|AA-/Stable
3 NCDs Long Term 143 d) (Reaffirmed) ) (Assigned)
BWR BWR
AA-/Stable |JAA-/Stable BWR
(Reaffirmed |(Reaftfirme| AA-/Stable
4 NCDs Long Term Withdrawn ) d) (Assigned)
BWR BWR
AA-/Stable [AA-/Stable BWR
(Reaffirmed |(Reaffirme| AA-/Stable
5 NCDs Long Term Withdrawn ) d) (Assigned)
BWR
BWR AA+/Stable] BWR BWR
AA+/Stabl (Reaffirmed | AA+(CE)/ BWR |AA+(CE)/S BWR
e BWR with Stable |AA+(CE)/Sta] table [AA+(CE)/Stal
(Reaffirme| AA+/Stable | removal of |(Reaffirme ble (Reaffirmed ble
6 NCDs Long Term 229.52 d) (Reaffirmed) CE) d) (Reaffirmed) ) (Reaffirmed)
BWR
AA/Stable | BWR BWR
(Reaffirmed|AA(CE)/Stf BWR  |AA(CE)/Stsy BWR
with able [AA(CE)/Stab ble AA(CE)/Stab
removal of |(Reaffirme le (Reaffirmed le
8 NCDs Long Term Withdrawn CE) d) (Reaffirmed) ) (Reaffirmed)
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AA/Stable | BWR BWR
BWR (Reaffirmed|AA(CE)/Stf BWR  |[AA(CE)/Stay BWR

AA/Stable BWR with able [AA(CE)/Stab| ble AA(CE)/Stab

(Reaffirme| AA/Stable | removal of |(Reaffirme le (Reaffirmed le
NCDs Long Term 62 d) (Reaffirmed) CE) d) (Reaffirmed) ) (Reaffirmed)
Total 434.52 Rupees Four Hundred Thirty Four Crore and Fifty Two Lakhs Only

COMPLEXITY LEVELS OF THE INSTRUMENTS: Simple
For more information, visit www.brickworkratings.com/download/Complexityl.evels.pdf

Hyperlink/Reference to applicable Criteria

General Criteria,

Approach to financial ratios,

Banks & Financial Institutions,

Consolidation of Companies,
BWR’s policy for withdrawal of Ratings

Analytical Contacts

Forum Parekh
Senior Manager - Ratings
B :+91 22 6745 6649

Forum.rp@brickworkratings.com

Vidya Shankar
Principal Director - Ratings
+91 80 4040 9999
vidyashankar@brickworkratings.com

1-860-425-2742

media@brickworkratings.com
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A. K. CAPITAL FINANCE LIMITED

ANNEXURE I
Details of NCDs rated by BWR
Amount| Coupon | Maturity . Asset/DSRA /
Instrument | Issue Date inZCr. Rate Date ISIN Particulars Standalone
NCD 7-Mar-17 16 9.60% 7-Mar-24 INE197P07029 Asset Backed
NCD 9-Mar-17 26 9.60% 9-Mar-24 INE197P07052 Asset Backed
NCD 20-Mar-17 5 9.60% 20-Mar-24 INE197P07094 Asset Backed
NCD 21-Mar-17 15 9.60% 21-Mar-24 INE197P07102 Asset Backed

NCD 10-Aug-17| 58.52 9.00% 10-Aug-24 | INE197P07144 DSRA Backed
NCD 6-Dec-17 70 9.40% 6-Dec-24 INE197P07169 DSRA Backed
NCD 28-Jun-18 66 9.75% 28-Jun-25 INE197P07193 DSRA Backed

NCD 18-Sep-18 35 9.95% 18-Sep-25 INE197P07227 DSRA Backed
Standalone
- - 0 - -
NCD 28-May-21 143 8.00% 28-May-24 | INE197P07276 /Unsupported

434.52

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 11,560 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 partner.

DISCLAIMER :

Brickwork Ratings India Pvt. Ltd. (BWR), a Securities and Exchange Board of India [SEBI] registered Credit
Rating Agency and accredited by the Reserve Bank of India [RBI], offers credit ratings of Bank Loan facilities,
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.
[hereafter referred to as “Instruments”]. BWR also rates NGOs, Educational Institutions, Hospitals, Real Estate
Developers, Urban Local Bodies and Municipal Corporations.
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BWR wishes to inform all persons who may come across Rating Rationales and Rating Reports provided by
BWR that the ratings assigned by BWR are based on information obtained from the issuer of the instrument and
other reliable sources, which in BWR’s best judgement are considered reliable. The Rating Rationale / Rating
Report & other rating communications are intended for the jurisdiction of India only. The reports should not be

the sole or primary basis for any investment decision within the meaning of any law or regulation (including the
laws and regulations applicable in Europe and also the USA).

BWR also wishes to inform that access or use of the said documents does not create a client relationship between
the user and BWR.

The ratings assigned by BWR are only an expression of BWR’s opinion on the entity / instrument and should not
in any manner be construed as being a recommendation to either, purchase, hold or sell the instrument.

BWR also wishes to abundantly clarify that these ratings are not to be considered as an investment advice in any
jurisdiction nor are they to be used as a basis for or as an alternative to independent financial advice and
judgement obtained from the user’s financial advisors. BWR shall not be liable to any losses incurred by the
users of these Rating Rationales, Rating Reports or its contents. BWR reserves the right to vary, modify, suspend
or withdraw the ratings at any time without assigning reasons for the same.

BWR’s ratings reflect BWR’s opinion on the day the ratings are published and are not reflective of factual
circumstances that may have arisen on a later date. BWR is not obliged to update its opinion based on any public
notification, in any form or format although BWR may disseminate its opinion and analysis when deemed fit.

Neither BWR nor its affiliates, third party providers, as well as the directors, officers, shareholders, employees or
agents (collectively, “BWR Party”) guarantee the accuracy, completeness or adequacy of the Ratings, and no
BWR Party shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or
for the results obtained from the use of any part of the Rating Rationales or Rating Reports. Each BWR Party
disclaims all express or implied warranties, including, but not limited to, any warranties of merchantability,
suitability or fitness for a particular purpose or use. In no event shall any BWR Party be liable to any one for any
direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses,
legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection
with any use of any part of the Rating Rationales and/or Rating Reports even if advised of the possibility of such
damages. However, BWR or its associates may have other commercial transactions with the company/entity.
BWR and its affiliates do not act as a fiduciary.

BWR keeps certain activities of its business units separate from each other in order to preserve the independence
and objectivity of the respective activity. As a result, certain business units of BWR may have information that is
not available to other BWR business units. BWR has established policies and procedures to maintain the
confidentiality of certain non-public information received in connection with each analytical process.

BWR clarifies that it may have been paid a fee by the issuers or underwriters of the instruments, facilities,
securities etc., or from obligors. BWR’s public ratings and analysis are made available on its web site,

i i . More detailed information may be provided for a fee. BWR’s rating criteria are also
generally made available without charge on BWR’s website.

This disclaimer forms an integral part of the Ratings Rationales / Rating Reports or other press releases,
advisories, communications issued by BWR and circulation of the ratings without this disclaimer is prohibited.

BWR is bound by the Code of Conduct for Credit Rating Agencies issued by the Securities and Exchange Board
of India and is governed by the applicable regulations issued by the Securities and Exchange Board of India as
amended from time to time.
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