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Mr. Davendra Ujlayan

VP Finance

Shivam Autotech Limited

58th KM Stone,

Celhi-laipur Highway,

Village Binola, Distt. Gurpgaon - 122413

Foe

February 13, 2019

Dear Sir,

Credit rating of bank facilities

Please refer to our letters dated February 12, 2019 on the above subject.
Rk lhe rationale for the ratings is attached as an Annexure-L.

3. We reguest you to peruse the annexad doecument and offer your comments, if any. We
are doing this as a matter of courtesy to our clients and with a view to ensure that no
factual inaccuracies have inadvertently crept in. Kindly revert as early as possible. In any
case, if we do not hear from you by February 15, 2019, we will proceed on the basis that
you have no comments to offer.

If you have any further clarifications, you are welcome to approach us.

Thanking vou,
Yours faithfully,

[Shivangi Shgymal] [Manek Narang]
Deputy Manager Associate Director
shivangi.sharmai®careratings.com manel.narang@careratings.com

Encl.: As above
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Facilities

Leng-term faciiities

Short-term facil'ties

Total facilities

Rating Rationale

Annexure |
Rating rationale

Shivam Autotech Limited {SAL)

Amount

N 1 5
Rating Rating Action
(Rs.crore) fatine e
517.83 CARE BEB+; Stable ;
x Reaffirmed
[enhanced from Rs.483.23 crore) (Triple B Plus; Outlook: Stahle) |
= IR CARE A2+
an | Reaffirmed
_{reduced from Rs.29 crore) o S
545,93
[Rupees Five Hundred and Forty Five
|
crore and Ninty Three lacs only) -

The ratings of the bank facilities of Shivam Autotech Uimited [SAL) continue (o derive strength from the experienced

gnd rescurcefu! promoters, fovourable location of plants, strong operationo! linkages and leng-staonding

relatianship with its mojor custamer. The ratings olso loke cognizonce of significant increase in revenues and

improvement in prafitabifity at PBILDT levels, though with a loss al net levels

The ratings, however, remain constrained by moderored salvency ond debl coverage indicatars on gecount of debt

funded copex in the past. The ratings are further constrained by revenus concentrotion risk, working capital

intensive notuee of ogerations and cyclical nature of nuto sector.

Going forward, SAL's ability to romping-up production at the new plants along with improvement in praofitability

maorgins as well as continued support and linkage with Hero Motors Groug shall be the key roling sensitivities.

Background

sal, formerly known as Munjal Aute Components, commenced operations in 5ep-1553 as an autonomous wing of

‘HERC' Group. Later in 2005, the farging and machinery divisions were hived off and thus SAL was incorporated in

july 29, 2005, The company is engaged in manulscluring of transmission gear & shafts, Precision Engineering

Components [PECs), ete. for two wheelers, SAL has five plants located in Gurgaon, Manesar, Haridwar, Bengaluru

and Rohiak,

Complete definition of the ratings assigned are available at www.careratings. com and ather CARE publications
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Credit Risk Assessment

Experienced promoters

SAL is part of the Sawvenand Munjal Group {Late M Satyanand Murjzl was brother of Late Mr BrijMohan Lall
Munjall and was started in 1999 to mect the requirements of Here MetoCerp Limited’s (HML) component
requirements. Subseguently in 2005, SAL was hived-off from Munjal Auta Industrizs Ltd wilh focus on forging and
machinery division. The company’s Chairman, Mr Sunil Kant Munjal {san of Late Mr Brijmohan Lall Munjal} has a
vast cxperience in the 2-W industry. He was also previously the Jeint Managing Director of HNL The promoters i.e.
mMunjal family holds 74 80% stake in SAL through QDavanand Munjal Investments Pet Ltd as on Sep 30, 2018, Mr.
¥Yogesh Munjal (MD of Munjal Showa Ltd and son of Late Mr Satyanand Munjal) controls Dayanand Munjal
Investrments Pvl Ltd. Dayanard Munjal Investments Pel Ld owns 39% steke in Munjal Showa Ltd.

Mr Meera) Murjzl (son of MreYopesh Munjal), Managing Director has almuost Lwo decades of experience in the auto
component sectar, Mr Munjal haolds a Diplama in Business Manzggement frem Bradford & llkley Community
Callege, Fngland, besides a Bachelor Degroe in Commerce

Locotion advantoge

The company’s business profile is strongly linsed wil> =AML which is Lthe larpest customer of SAL and accounted for
approximately 67% of revenue in #¥18. On the other hand, HML is alsa cependent on SAL far procurement of gears
and shafls which accounts for approximately 65-70% of its overall requirement. Thus, the two companies have
strong operational linkages. Most of the manufacturing plants of SAL are located in the wicinity of HML's
manufacturing plant.

MNew Product line: Combined braking system [CRS)

SAL has started manufacturing products with CBS ot their Manesar and Haridwar plant. The sales for CBS is
expected to start from March 2018 anwards and s likoly to result in additional sales Rs, 10 er every maonth March
2018 onwards

Moderate financial risk profile

SAL has been expanding its capacity in recent past in order to meet the demands of HMLU and also tap other
clienteles. During FY15-18, the company has developes two new facilities viz. in Bengaluru for manufacturing of
autometive gears ang shafts for [ 1ML and other GEMs and anether in Rehtak for power tools. Moreover, with high
debt faciiities availed, the overall gearing stepped up from 2.10x% o0 37-Mar-17 to 2,19 on 31-Mar-18. The
instalied capacity increased from 933,23 Ippa as on March 31, 2017 to 95735 lppa as on March 31, 2018, During
FY18, SAL achieved y-o-y growlh of 22% in Lotal operaling income to Rs. 5356.78 cr mainly driven by improved
industry scenario. PRILDT margin improved significantly to 14.09% in FY 18 With higher deprecialion cost (due to
commissioning of Gengalury and Rohtak planl) anc higher interest cost |[for funding Bengaluru and Rohtak), the
company incurred net loss of Rs.1.23 cr in FY18 against net loss of As.2.60 or in FY17. However, the company

continued to earn cash profit (FY18: Rs.33.22 cr; BY: 15,1893 er).
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The company achieved 13% y-o-y growth in total operating income to Rs. 454.88 cr (BMFY18: Rs. 410.74 cr). Also
during MFY19, the PBILAT and BAT stood at Rs. B6.62 cr and Rs. (h43 cr respectively.

{iguidity: The liquidity orafile is marked by high working cagital utilization of argund 98% during 12m period
ending 30-Nov-18. The currenl ratio stood at 0.70x x on 31-Mar-18. The company has been relying on bank funds
in order to fund its working capital requirements leading to lower current ratins. The prudent working capital
management wauld ke crucial. The company alse has option of customer inveice ciscounting of its key customers
1o ease the working capilal reguirements.

Revenue concentration; mitigated by established relationship with the key customer

SAL dorives majority of its revenue from single client: TIML. During FY1E, SAL derived B7% of its revenue from HML
Furthermaore, majority of its product manufactured such as gears and shafts lind usage in twa wheelers. As a
resull, SAL is exposed to customer concentration gs well as segment cancentration risk.

However, the customer concentration risk is mitigated 1o a large extent due to long standing relationship with
HML. HM L, with operations expanding to 35 countres, is the largest 2-W manufacturer globally with annual sales
wolumes of more than 7.5 million units and has dominant position in domestic motarcycle and 2-W market. During
FY18, the HML reported PAT of Rs.3,697 or (PY: 3,546] on total income of Ry 33,358 or {P¥: 31,480).

Vioreaver, the company is alsa diversifying its customer concentration gradually and has now been facusing on
new progucts and heavy industrial goods companies. The two new plants {Bengalury and Rohtak) are focused to
cater to different campanies and industrics which wecld help the compary te reduce its revenue concentration
going forward.

Working capital intensive operations

Being in auto ancillary industry, the operations cf the company are working capital intensive in nature. The
custamers are allowed credit period of 45-50 days, while payments Lo supoliers are made in 50-60 days. Howevaer,
the company is required ta maintain inveniory of close to 2-3 manths. The operating cycle of the company remains
betwesen 70-80 days. The working capital utilization vsually remains high [avg: 96%, max: 58% during 12m period
ending 30-Mov-18).

Cyclical nature of the industry and competition

The automebile industry is inherently vulnerable to the economic cycles and is sensitive to the interest rates and
fuel prices. The company thus faces significant risks sssociated with the dynomics of the auto industry. Besides, the

induslry is competitive in nature as there are large numbers of players aperating in the rarket.
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Financial Performance

{Rs. Crore|

. 2016 2017 2018
For the period ended / as ot Mar. 31, (12:m, A) (12m, ) (12m, A)
Working Results
fotal Operating incomea 134,13 455,659 556.78
FRILGT .49 47,62 78.43
Deprociation 27.85 32.20 41.27
Interest 71.47 29.03 45.70
PRT 21:48 (13.27) (7.57)
PAT (after deferred tax) 20.24 [2.80) (1.23)
Gross Cash Accruals a7.57 18.93 33.22
Financial Position
Equity Capital 20.00 20.00 20.00
Meatworth 15458 150.40 188.55
Tatal capital employed L0375 589.69 601.02
Key Ratios
Growth
Growth in Total income (%) -1.87 7.44 22.18
Growih in PAT [after 0.Tax) (%6) 21,62 -118.72 65,81
Profitabiity
PRILDT/Total Op. income {%) 6,62 10.45 14.09
PAT [afier deferred tax)/ Total income (%) 453 (0.79) {0.22)
ROCE (%) 0.66 2.82 6.24
Solvency
Lang Term Debl Equily ratio [times) 1.00 1.33 1.39
Overall gearing ratio {timoes) 1.52 2.10 2.19
PBILDT Interest coverage [times) 31.78 1.64 1.72
PEIT interost coverages (times) 1.59 0.53 0.81
Term debt/Gross cash accruals [years) 415 12.38 7.91
Total cehifGross cash accruals [years) 5.39 21.09 12.42
Liguidity
Curreni raticitimes) 0.28 0.78 0.70
Quick ratialtimes) .43 0.a2 Q.40
Turnover
Averape collection period {days) a1 46 49
Averape inventary period (days) B7 B2 71
Average creditors [days) 54 54 50
Operating cycle (days) 74 74 Fa

A Audited

Page S ofb

CARE Ratings Limited

{Formerly known as Credit Analysis & Research Limited)

13th Floor, E-1 Block, Videccon Tower, Jhandewalan Extension, Naw Delhi - 110 055.
Tel: #91-11-4533 3200 « Fax: +91-11-4533 3238 « www.careratings.com « CIN-LE7190MHI993IPLCOT1691



Details of Rated Facilitics

1. Long-term facilitios
Rupee Term loan  [Rs. crore] S
m_a_ﬁkerf Ienuer = Anmuritﬁs'.- C$ S —=Remarks. =8 b
| 1. | Kotak Mahincra Bank 2425 2[} equ ILurarlefI-,.' installmen: wef 31.12.2016
|2 __:_.‘-"uz-. Bank Lid I 44.00 | _—C{u wrterly installment we! 07.03.2018
3 | IDFC Bank L 1d ?7355_ | Quarter v, Wanthly installmear m
A Vt‘s Bank Ltd T _ o spaoo Quarter W_IHEIIMJ[" ..‘[} 2018 -
5 | Hero Fincorp Lte . 4.31 | 36 equal Monthly installmen: ol 14.08.2016
6 He'o Fincerp Ltc [ 17.12 | 36equal Monthly installmen: woe? 08,08.2017
_ : 7. | HeroFincom LF o _;: 2300 EE_q_L_J:I-I_‘«._:‘_;L‘.r-‘._thlr,.r'll'mtallmn:ﬁ_r. wel 03.07.2019
| & | YesBank Ll . 100.00 . ~ Quarterly installment we June, 2040
3 Total | CE L |
1.B. Fund-based limits [Rs. crore) -
Sr Ma. Name of El:mk . R Fund Based Limits
| ___ - = _______ _Ca:h Credit Tntal un{:_ba@ll_mn;s —~ -
I | Kotak Mahingra Bank 35.00 35.00 -
| Yes Bank Ltd | 7000 ~ |7000 B
| ipFcBanklid | 43.00 | 40.00 - ]
Hero Fincerp e ol [k LG mrom s
'l TOTAL | 180,00 180.00 )
2. Short-term facilitics
2.A. Non fund based limits ) [Rs. crore) - o
[ Sr.No. | Mame of Bank | Non Fund Based Limits . .Jet]
T ics/sest | others - 1
IDFCBankitd  |2c00 |- |10%0
| Yes Bank Lt¢ 1000 |- - I 1
Kotak Mahindra Dans :_B.JJ - | 8oy B |
IE =7 (- | 28.00 : B I
=LC=letter of credit; BG=Bank guarantes
Total facilities: Rs.545.93 crore
Analyst Contact:
Mameo: Manek Marang
Tel: 011- 45333233
MWMobile: B810596225
Email: manek.narang.careratings.com - - B -
Disclalmer

CAREs ratings are opiniors on cret ! quality and ere not recommendations to senction, renew, dishurse or recall the concerned
bank fzcilitias or te buy, sell or 200 any secunty. CARE hes based its ratings on inlormation obtaingd from sources believed by
It to be accurate and relizble. CARD soes qot, howaver, guarantes the acocuracy, adeguacy or campletanoss of any infarmation
and is not responsible for sny orooes or omissions or for the results obtained from the use of such intc-motion, Maost entities

whose bank fecilities/instruments @oo rated by CARE have paid & cradit raticz fee, based on the amount and type of bank
taciities/instrumants, In case of cadrership/proprietary concerns, the rating assigned oy CARE s ased o 1o capital deployed
by the partners/proprictor ard the financial strenglh of the firm at present The rating may underpn change In case of |
withdrawal aof casital or the ursecured losns brought in by the pertnersfproprictar in adcition ta the finacial performance and

othor relevant faciors, =g e s
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