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Rating Rationale
Acuite has assighed and reaffirmed the long term rating of Acuite BB- (Read as Acvite
Double B Minus) and the short term rating of Acuite A 4 (Read as Acuite A Four) on the
Rs 73.00 Cr bank facilities of Auto Axis Private Limited. The outlook is 'Stable’

Rationale for rating

The rating takes into consideration experienced management of the company and their long
association with the Tata Motors Limited which is reflected in the growing revenue of the
company as recorded in FY2023 which stood at Rs.330.92 Cr against Rs.279.53 Cr in FY2022. The
operating profitability however, moderated marginally to 3.02 percent in FY2023 against 3.32
percent in FY2022. In 9MFY2024, company has recorded revenue of Rs.195.22 Cr and expects
a moderation in the revenue due to weaker demand in the target market. The financial risk
profile continues to remain average with low net worth, high gearing levels and average
debt protection metrics. Further, the working capital operations of the company improved
due to better inventory turnover and improved collections but still remained moderate as
reflected by GCA days of 88 days in FY2023 against 120 days in the previous year.

Going ahead, company's ability to avoid significant deterioration in its financial risk profile,
liquidity and working capital operations in view of envisaged moderation in operating
performance in the near term will remain a key rating monitorable.

About the Company

Incorporated in the year 2006, Auto Axis Private Limited (AAPL) is a Assam based company.
AAPL is an authorised dealer of light, medium and heavy commercial vehicles of Tata Motors
Ltd. (TML). The Company is promoted by Mr. Anil Kumar Himatsingka, Mr. Ravi Kumar
Himatsingka, Mrs. Sadhana Himatsingka Mrs. Jaya Himatsingka and RS Estate Private Limited.
The company has total three 3S facility and 5 retail sales showrooms in Assam.

Unsupported Rating
Not Applicable
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Analytical Approach
Acuité has considered the standalone financial and business risk profile of Auto Axis Private

Acuité Ratings & Research Limited www.acuite.in

N N



Limited to arrive at this rating.

Key Rating Drivers

Strengths

Experienced management and long association with Tata Motors Limited
Incorporated in 2006, AAPL is promoted by Mr. Anil Kumar Himatsingka, Mr. Ravi Kumar
Himatsingka, Mrs. Sadhana Himatsingka Mrs. Jaya Himatsingka and RS Estate Private Limited.
The promoters have approximately more than a decade in the automobile industry. The
management is supported by a well-qualified and experienced team of professionals. AAPL
has been an authorised dealer for the commercial vehicle segment of Tata Motors Ltd. (TML)
for around one and a half decade. The company benefits from its long association with TML,
a market leader in the Indian commercial vehicle segment. AAPL's operating income saw a
significant improvement in FY23 to Rs. 330.923 Cr. as against Rs. 279.53 Cr. in FY22 primarily due
to healthy demand levels. Further on 9MFY24, the topline for the company stood atf Rs.195.22
crore, which were marked lower than the previous year on account of weak demand in the
target market. The operating profitability declined marginally to 3.02 percent in FY23 as
against 3.32 percent in FY22 mainly due to higher material cost.

Acuité expects that AAPL will continue to benefit from is long association with TML and
experienced management.

Weaknesses

Average Financial Risk Profile

AAPL has an average financial risk profile marked by low net-worth, high gearing and
average debt protection metrics. The net-worth increased to Rs. 13.99 Cr. as on March 31,
2023 as against Rs. 12.79 Cr. as on March 31, 2022. The company'’s total debt stood at
Rs.73.67 Cr. as on March 31, 2023 as against Rs.70.61 Cr. as on March 31, 2022. The total debt
of Rs. 73.67 Cr. as on March 31, 2023 includes long term debt of Rs. 15.49 Cr and working
capital borrowings of Rs.58.18 Cr. from various banks. The company’s overall gearing
decreased marginally at 5.27 times as on March 31, 2023 as against 5.52 times as on March
31, 2022. The TOL/TNW improved to 5.85 times as on March 31, 2023 as against 7.54 times as
on March 31, 2022 due to decrease in trade payables. Trade payables decreased due to
faster payment to supplier. The ICR remained range bound at 1.44 fimes in FY23 as against
1.42 times in FY22. The NCA/TD stood at 0.04 times in FY2023 against 0.03 times in FY2022.
Acuite believes that going forward, the financial risk profile of the company may improve on
account of moderated trend expected in revenues and profitability in FY2024.

Moderate Working Capital operations

The company's working capital operations are moderate in nature. The GCA days improved
to 88 days as on March 31, 2023 as against 120 days as on March 31, 2022. The GCA days are
driven by debtor days and inventory days. The debtor days stood improved at 33 days as on
March 31,2023 as against 53 days as on March 31, 2022. The inventory days stood at 28 days
as on March 31, 2023 as against 40 days as on March 31, 2022. However, the creditor days
declined to 7 days as on March 31,2023 as against 33 days as on March 31, 2022. The
average combined bank limit utilisation for the six months period ended December, 2023
ranged near to 95 percent.

Acuite believes that sustaining and further improvement in working capital cycle over the
medium term would be a key monitorable.

Highly competitive industry with price controlled by OEMs

The companies in this dealership industry have limited operating and profitability margins as
prices are controlled majorly by OEMs, depending on the volumes sold by the dealers. The
fate of the companies in the industry is extremely dependent on the performance of the
OEMs and their market share in the industry. The Automobile industry is very much cyclical in
nature and faces a stiff competition from rivals on pricing and features. Any increases in prices
by the OEMs can affect the business performance of the dealers. AAPL currently operates
only in a few cities. So, going forward AAPL needs to increase the dealership reach in other
cities to increase redlizations for the company. Further, the company faces a stiff competition
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from the other dealers of same OEM and any other OEMs.

Acuite believes that the margins of AAPL may continue fo remain at similar levels going
forward due to the nature of the business.

Rating Sensitivities

« Significant and sustainable improvement in operating income while maintaining the
profitability margins and capital structure
« Improvement in working capital cycle and liquidity position

Liquidity Position

Stretched

The liquidity of the company remained stretched as marked by lower NCA of Rs. 2.77 Cr. in

FY23 against Rs.0.69 Cr debt obligations. Going forward, the net cash accruals are expected
to remain in the range of Rs. 1.13-2.53 Cr. in FY23-25 which may be insufficient against maturing
debt obligations of Rs.2.37-2.46 Cr during the same period. Further the working capital limit

were marked by higher utilizations which stood high at 95% for the last 6 months ending
December 2023. The unencumbered cash and bank balance stood at Rs. 14.31 Cr. as on

March 31, 2023 as against Rs.11.27 Cr. as on March 31, 2022. The current ratio of the company
stood average at 1.07 times as on March 31, 2023 as against 0.96 times as on March 31, 2022.
Acuite believes that the liquidity position would be stretched over the medium ferm on
account of moderate cash accruals against repayment obligations.

Outlook: Stable

Acuité believes that the company will maintain a 'stable’ outlook over the near to medium
term owing to its experienced management and its association with Tata Motors. The outlook
may be revised o ‘Positive’ in case the company registers healthy growth in revenues while
also improving its profitability margins, improvement in capital structure and working capital
management. Conversely, the outlook may be revised to ‘Negative' in case of a significant
decline in the business risk profile of the OEM, leading to lower sales and thereafter affecting
the financial and business risk profile of the AAPL.

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 23 (Actual) FY 22 (Actual)
Operating Income Rs. Cr. 330.92 279.53
PAT Rs. Cr. 1.20 1.08
PAT Margin (%) 0.36 0.39
Total Debt/Tangible Net Worth Times 5.27 5.52
PBDIT/Interest Times 1.44 1.42

Status of non-cooperation with previous CRA (if applicable)

Not Applicable

Any other information
None

Applicable Criteria

* Default Recognition :- https://www.acuite.in/view-rating-criteria-52.htm

* Trading Entitie: https://www.acuite.in/view-rating-criteria-61.htm
* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criterio-

53.htm

Note on complexity levels of the rated instrument

In order to inform the investors about complexity of instruments, Acuité has categorized such
instruments in three levels: Simple, Complex and Highly Complex. Acuite' s categorisation of
the instruments across the three categories is based on factors like variability of the returns to
the investors, uncertainty in cash flow patterns, number of counterparties and general
understanding of the instrument by the market. It has to be understood that complexity is
different from credit risk and even an instrument categorized as 'Simple' can carry high levels
of risk. For more details, please refer Rating Criteria "Complexity Level Of Financial

Instruments” on www.acuite.in
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Rating History

Name of Amount (Rs. .
Date Instruments/Facilities Term Cr) Rating/Outlook
. Long ACUITE BB- | Stable
Inventory Funding Term 4,00 (Reaffirmed)
. Long ACUITE BB- | Stable
Cash Credit Term 2.00 (Reaffirmed)
11 Nov . Long ACUITE BB- | Stable
2022 Cash Credit Term 6.00 (Reaffirmed)
Channel Financing ?2%{ 7.00 ACUITE A4 (Reaffirmed)
. Long ACUITE BB- | Stable
Cash Credit Term 15.50 (Reqfﬁrmed)
. Long ACUITE BB- | Stable
Inventory Funding Term 4.00 (Reaffrmed)
Channel Financing ?grorg 7.00 ACUITE A4 (Reaffirmed)
09 Sep . Long ACUITE BB- | Stable
2021 Cash Credit Term 15.50 (Reaffirmed)
. Long ACUITE BB- | Stable
Cash Credif Term 2.00 (Reaffirmed)
. Long ACUITE BB- | Stable
Cash Credit Term 6.00 (Reaffirmed)
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Annexure - Details of instruments rated

Lender’s Date Of |[Coupon |Maturity [Complexity |Quantum .
Name ISIN Facilities Issuance| Rate | Date Level |(Rs.Cr.) Rafing
N?T Not |/No’r avl.| Not avl. ’%%U”'E
adsBank St/ Cash Credit olavl] /Not | /Not | simple | 600 |l
ot Not appl. appl appl ab
appl. ' ‘ Reaffirmed
Indusind gleOT/ Not avl. / Not avl. Nof avl AI\SCI;UlTlE
. M . . 2'
Bank Ltd| Not Cash Credit Not appl. éNOIT /O:;lgl’r Simple 00 Stable |
appl. PP ' Reaffrmed
TATA
Capital| ' Not avl./|Not avt Not avi o
fnancid| N Cash Creait RIS /Not | /Not | simple | 1550 |2
SeLr;/O||c.:e appl. appl. | appl Reaffrmed
TATA
Capital| NO! Not aul./|Not avi Not avi e
Financial| O/ Cash Crediit taos| /Not | /Not | Simple | 9.50 | (2 |
Service Not Not appl. appl. | appl. :
Ltd. appl. Assigned
Tata | Nof Not avl.| Not avl. ACUITE A4
Motors |avl. /[Channel/Dealer/Vendor|{Not ovl.l/ ;)Ng:r/. ?N o:r/ simple 700 |
Finance | Not Financing Not appl. ' i
Limited |appl. appl. | appl. Reaffrmed
Tata | Not Not avl.| Not avl. ACUITE A4
Motors |avl. /|Channel/Dealer/Vendor|Not avl. / 7Ng:r/. 7N2:r/ Simple 10.00 |
Finance | Not Financing Not appl. appl appl Assigned
Limited |appl. ' '
Not Not avl.| Not avl. ACUITE A4
Adis Bark 1/ Ch"””‘i’{ﬁgﬁﬁ%‘amor o 35'@/ /Not | /Not | Simple | 5.00 |
' . Assigned
appl. appl. | appl ssigne
Aditya | Not Not avl.| Not avl. ACUITE A4
Birla |avl. /|Channel/Dealer/Vendor|Not avl. / 7Ng:r/. 7N2:r/ Simple 3.00 |
Finance | Not Financing Not appl. appl appl : Assigned
Limited |appl. ' '
Nof Not avl.| Not avl ACUITE
HDFC |avl./ : Not avl. / ' e BB- |
Bank Ltdl Not Inventory Funding Not appl. /ONol’r éNol’r Simple 4.00 Stable |
appl. PPl PRl Reaffrmed
Not Not avl.| Not avl ACUITE
HDFC |avl. / : Not avl. / ' Y 11.00 BB- |
Bank Ltdl Not Inventory Funding Not appl. él;glf é:;lgl’r Simple . Stable |
appl. ' ' Assigned
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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratfings under BASEL-Il norms in the year 2012. Acuité has
assigned ratings to various securities, debt instruments and bank facilities of entities spread
across the country and across a wide cross section of industries. It has its Registered and
Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not
be treated as a recommendation or opinion that is intended to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Ratings assigned by Acuité are based on the data and information provided by the issuer
and obtained from other reliable sources. Although reasonable care has been taken to
ensure that the data and information is frue, Acuité, in particular, makes no representation or
warranty, expressed or implied with respect to the adequacy, accuracy or completeness of
the information relied upon. Acuité is not responsible for any errors or omissions and especially
states that it has no financial liability whatsoever for any direct, indirect or consequential loss
of any kind, arising from the use of ifs ratings. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
insfrument rated by Acuité. Please visit hitps://www.acuite.in/fags.htm to refer FAQs on
Credit Rating.
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