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Rating Rationale

SMERA has reaffirmed the long-term rating of ‘SMERA C’ (read as SMERA C) on the Rs. 11.70 crore
bank facility of A A Energy Limited (AAEL).

Incorporated in November 2005, AAEL is engaged in the development of renewable energy. The Nagpur-
based company set up a 10 MW biomass-based plant in Gadchiroli, Maharashtra, at an approximate cost
of Rs.50 crore. The plant commenced operations in April 2010.

Key Rating Drivers
Strengths

Experienced Management

Mr. Shivkumar Agarwal, the director of the firm, possesses more than three decades of experience in
steel related industry and has more than five years of experience in power generation. Mr. Latesh
Agarawal, the director also possesses experience of over two decades in construction of power
generation. The firm renders its services to reputed clients like Brihanmumbai Electric Supply and
Transport (BEST).

Weaknesses

Delays in debt servicing

Delays were observed in the last three months with regard to repayment of debt due to a stretched
liquidity position.

Working capital intensive in nature of operation

AAEL’s operations remained working capital intensive, as reflected in its Gross current assets (GCA)
days of around 134 as on March 31, 2016. The working capital cycle stood high at 92 days in March 31,
2016. AAEL maintains high inventory and stood at 94 days for FY2015-16. Current ratio of the firm
remains low at 0.93 times in FY2016-15. Further, cash credit utilisation stood at around 95% for the
past three months.

Weak financial risk profile

AAEL’s financial risk profile continues to remain weak marked by networth stood at Rs.11.02 crore as on
March 31, 2016 as compared to Rs.10.91 crore as on March 31, 2015. Gearing (debt-equity) of 2.67
times as on March 31, 2016 as compared to 2.82 times as on March 31, 2015. Interest Coverage Ratio
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stood at 1.80 times in FY2016-15 as compared to 1.74 times in FY2014-15. DSCR stood at 0.81 times in
FY2016-15 as compared to 0.82 times in FY2014-15. NCA/TD stood at 0.11 times for FY2015-16.

Analytical approach
SMERA has considered the standalone business and financial risk profiles of AAEL to arrive at the rating.

About the rated entity - Key financials

The company reported Profit after Tax (PAT) of Rs. 0.11 crore on operating income of Rs. 42.96 crore in
FY2015-16 compared to PAT of Rs. 0.07 crore on operating income of Rs. 32.51 crore in the previous
year. The net worth stood at Rs. 11.02 crore as on 31 March, 2016 as against Rs. 10.91 crore in the

previous year.

Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None

Applicable Criteria
e Default Recognition - https://www.smera.in/criteria-default.htm
e Manufacturing entities - https://www.smera.in/criteria-manufacturing.htm

« Financial Ratios And Adjustments - https://www.smera.in/criteria-fin-ratios.htm

Note on complexity levels of the rated instrument
https://www.smera.in/criteria-complexity-levels.htm

Rating history (last three years)

Date Name of Instrument/Facilities Term Amount (Rs.Cr.) | Ratings/Outlook
Cash Credit Long Term 9.007 (il\s/lsiiﬁg)
18-Apr-2016 |Term Loan Long Term 2.68 (il\:s?;:;s)
Proposed Facility Long Term 0.02 (il\s/[;:i:g)

ACCBD and LG of Rs.5.00 crore and Rs.0.15 crore respectively - sub limit with CC

*Annexure - Details of instruments rated

Name of the Date of Size of the
S, Coupon Rate | Maturity Date Issue Ratings/Outlook
Facilities Issuance
(Rs.Cr.)
SMERA C
. . . . A
Cash Credit Not Applicable| Not Applicable | Not Applicable 9.00 (Reaffirmed)
. . . SMERA C
Term Loan Not Applicable| Not Applicable | Not Applicable 2.68 (Reaffirmed)
e : . . SMERA C
Proposed Facility Not Applicable| Not Applicable | Not Applicable 0.02 (Reaffirmed)
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ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, Dun & Bradstreet Information Services India Private Limited
(D&B) and leading public and private sector banks in India. SMERA is registered with SEBI as a Credit Rating
Agency and accredited by Reserve Bank of India. For more details, please visit www.smera.in.

Disclaimer: A SMERA 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. SMERA ratings 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 true, SMERA, in particular, makes no
representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness of the information relied
upon. SMERA 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 its ratings. SMERA ratings are subject to a process of
surveillance which may lead to a revision in ratings as and when the circumstances so warrant. Please visit our website
(www.smera.in) for the latest information on any instrument rated by SMERA.



