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Rating Report

Brickwork Ratings revises the rating for the Bank Loan Facilities
amounting to ¥75.00 Crores of Assets Care and Reconstruction Enterprise

Limited.

Brickwork Ratings has revised the Ratings' for the Bank Loan facilities amounting to
¥75.00 Crores (enhanced from %50.00 Crores) of Assets Care and Reconstruction Enterprise
Limited (‘ACRE’ or ‘the Company’) as follows:

Limits Previous Present Ratin
Facility X Crores Tenure Rating g
Previous Present
BWR BBB
BWR BBB W N
(Pronounced (Pronounced
Fund Based: L . BWR Triple B
Hna base 50.00 75.00 ong BWR Triple B) riple
Over Draft Term Plus)
(Outlook:
Stable) (Outlook: Stable)
Upgraded
Total 50.00 75.00 Rupees Seventy Five Crores Only

BWR has principally relied upon the audited financials upto FY15, provisional financials till Dec
31, 2015, publicly available information and information/clarifications provided by the
Company’s management.

The rating revision has considered the significant experience of the management, strong
institutional shareholdings, increased assets portfolio, healthy profitability, capital infusion in
FY15 and comfortable capitalization of the company. The rating, however, remains constrained
on account of credit concentration risk as top ten NPA assets account for ~84% of the total
portfolio and exposure to volatility in earnings profile on account of the asset quality challenges
inherent in the asset reconstruction industry

Background

Assets Care and Reconstruction Enterprise (ACRE) Ltd, is an Asset Reconstruction Company,
sponsored by SSG Capital SSG Capital Management (Singapore) Pte. Ltd and IFCI along with
other banks and financial institutions. It is licensed by RBI under the SARFAESI Act with the
objective of acquiring non-performing loans (NPLs) from Financial Institutions and banks in
India. It started operations in July 2007.

! Please refer to www.brickworkratings.com for definition of the Ratings
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Leading Banks and Financial institutions are the key shareholders of the company. ACRE is
promoted by IFCI Ltd, Punjab National Bank and other banks and financial institutions.
Singapore-based “SSG Capital Management”, a distress and special-situation
private equity fund, picked up a 49% stake in Assets Care and Reconstruction Enterprise Ltd
(ACRE) in September 2014.

Business Model

ACRE attempts to acquire assets by participating in auctions of NPAs by Banks/FIs or by issuing
security receipts to eligible investors. ACRE targets medium and lower end segment Non
Performing Assets (NPAs) in terms of ticket size having per client exposure of minimum Rs 50
lakhs and maximum 100% of the net worth of ACRE or Rs 100 Crores, whichever is lower. It
seeks to purchase stressed assets and non-performing assets from Banks/FIs which the
company expects to be resolved in short to medium term. The acquired assets are resolved
either by Settlement of dues payable by the borrower or Reschedulement of payment of Debts or
Enforcement of security interest by taking possession of the secured and Sale thereof or by
Filing recovery application before DRT/Civil courts depending on the peculiarities of each case
and adopting other legal measures as available under law.

Assets under Management:

ACRE has acquired assets worth X 349 Crs in FY15 and % 671.68 Crores till Q3FY16. As on 31st
Dec 2015, the company has Assets Under Management (AUM) amounting to 1088.24 Crores.
Most of the assets are acquired through Security receipts with a resolution time of upto 5 years
and with minimum cash investment of 15 %. Credit concentration of the portfolio is high with
top ten NPA accounts constituting about 84% of the total portfolio and major exposure towards
Power and Hospitality sectors contributing 46% and 26%, respectively.

Financial Profile

The Company has reported net profit of X 8.25 Crores (32.55%) on total operating income of 2
25.34 Crores in FY15 as against net profit of ¥ 2.03 Crores (11.46%) on total operating income of
% 17.72 Crores in FY14. On a provisional basis, the Company has reported total operating income
of ¥ 25.34 Crores for gMFy16. Tangible networth has increased from ¥42.06 Crores in FY14 to
%91.64 Crores in FY15 due to capital infusion and retained earnings. As on Dec 31, 2015, Capital
Adequacy Ratio (CAR) of the company stood at 35.68% which is higher than the minimum CAR
of 15% stipulated by RBI. Key financial perfoamce of the Company is provided in the Annexure
I, IT & I11.

Credit Risk Determinants:
The credit risk is expected to be moderate considering its healthy assets under management,
comfortable capital structure, healthy profit margins and consistent growth in operations.
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However, the Company has high concentration risk where top ten assets account for ~84% of
the total portfolio.

Rating Outlook

The rating outlook of the Company is expected to be stable in the near term in view of healthy
asset portfolio and current trend in the growth of NPA in Banks and Financial institutions.
Going forward, the Company’s ability to sustain growth in business operations, ability to effect
recoveries along with timely and efficient resolution of distressed assets and maintain / improve
its capital position will remain the key rating sensitivities.

Analyst Contact Relationship Contact

analyst@brickworkratings.com bd@brickworkratings.com

Phone Media Contact

1-860-425-2742 media@brickworkratings.com

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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Annexure 1
Balance Sheet - ACRE
(R Crores)
Year Ended ‘ FY13 ‘ FY14 ‘ FY15
Result Type Audited Audited Audited
Equity and Reserves 40.03 42.06 91.64
Share Capital 19.12 19.12 37.49
Reserves & Surplus 20.91 22.94 54.15
Non Current Liabilities 46.22 21.79 41.89
Long-Term Borrowings 42.05 15.39 0.00
Other Long Term liabilities 4.14 6.35 41.83
Long-Term Provisions 0.02 0.05 0.07
Current Liabilities 96.05 56.97 36.44
Short-Term Borrowings 34.00 8.80 12.04
CPLTD 26.67 26.67 15.39
Trade Payables 0.10 0.08 0.39
Other Current Liabilities 35.22 21.35 8.49
Short-Term Provisions 0.07 0.08 0.12
Total Liabilities 182.29 120.83 169.97
Assets
Non Current Assets 65.49 43.86 107.22
Net Fixed Assets 0.10 0.07 0.80
Non Current Investments 0.46 15.90 65.45
Deferred Tax Asset 0.50 0.66 1.93
Long Term Loans & Advances 0.27 0.04 0.26
Other Non current Assets 64.16 27.19 38.79
Current Assets 116.80 76.97 62.75
Current Investments 0.00 0.00 7.81
Receivables < Six Months 1.46 1.33 0.86
Cash and Cash Equivalents 4.73 3.43 0.11
Short-Term Loans and Advances 1.06 6.14 1.50
Other Current Assets 109.54 66.07 52.47
Total Assets 182.29 120.83 169.97
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Annexure I1
Profit/Loss - ACRE
(R Crores)
Year Ended FY13 FY14 FY15
Result Type Audited Audited Audited
Income from Operations 21.57 17.41 21.69
Other Operating Income 0.61 0.31 3.65
Total Operating Income 22.18 17.72 25.34
Operating Expenses 5.19 4.48 5.36
OPBDIT 16.99 13.24 19.98
Depreciation/Amortization/Impairment 0.05 0.03 0.07
OPBIT 16.94 13.20 19.91
Interest and Finance Charges 13.53 10.47 4.82
OPBT 3.41 2.73 15.09
Non Operating Income( Expenses) 0.62 0.27 -2.63
PBT 4.03 3.00 12.46
Provision for Taxes 1.27 0.97 4.21
PAT 2.76 2.03 8.25
Annexure IT1

Key Ratios — ACRE

Year Ended FY13 FY14 FY15

Result Type Audited Audited Audited
Total Debt Crs 102.72 50.85 27.43
Tangible Net Worth Crs 40.03 42.06 91.64
Capital Employed Crs 142.25 92.25 117.14
Total Debt/TNW Times 2.57 1.21 0.30
ISCR Times 1.26 1.26 4.14
DSCR Times 0.78 0.34 0.42
Net Cash Accruals/Total Debt Times 0.02 0.04 0.26
Net Profit Margin % 12.46 11.48 32.55
Operating Profit Margin % 76.61 74.71 78.84
ROCE % 10.71 11.26 19.01
Current Ratio Times 1.22 1.35 1.72
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