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Rating Rationale

Acuité has assigned long-term rating of ‘ACUITE BBB' (read as ACUITE triple B) and short term rating of
'ACUITE A3+' (read as ACUITE A three plus) on the Rs.7.22 crore bank facilities of Unique Shell Mould India
Private Limited (USMI). The outlook is 'Stable’.

The Coimbatore based, USMI is promoted by Shri. S.V. Jagadesan. It was established as a partnership
firm in 1983 and later in 2001, the constitution was changed to private limited company. It is engaged
in manufacturing aluminum alloy casted components. The company caters mainly to two wheeler
industry deriving 70 percent of its income from the same.
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Strengths

* Established presence in the industry and experienced management

USMI was established in 1983. The management of the company possesses industry experience of
over three decades. During this period, the company has established healthy customer
relationship with reputed customers such as TVS Motors, Honda, Suzuki, and Yamaha among others.
Acuité believes that USMI will sustain the existing business profile on the back of established market
presence in the industry and healthy customer relatfionship over the near to medium term.

« Diversified customer base

The company is supplying materials to diversified industry such as two wheeler automotive engine
manufacturers, construction industry, and hydraulic equipment manufacturers among other. The
majority of the income (~70 percent of total income) is derived from various two wheeler
manufacturers spread across the country. Out of total revenue, the company exports around 15
percent to countries like United Kingdom, United States of America among others and the rest revenue
is generated from domestic market.

* Healthy financial risk profile

USMI has moderate financial risk profile marked by tangible net worth of Rs.26.34 crore as on 3l
March, 2018 (Provisional) as against Rs.21.83 crore as on 31 March, 2017. It includes reserves of Rs.25.74
crore as on 31 March, 2018 (Provisional). The debt of Rs.4.29 crore mainly consists of term loans of
Rs.1.29 crore and working capital borrowings of Rs.2.80 crore as on 31 March, 2018 (Provisional).
Interest Coverage Ratio (ICR) stood healthy af 11.50 fimes in FY2018 (Provisional) as against 11.54
fimes in FY2017. Debt Service Coverage Ratio (DSCR) stood at 4.19 fimes in FY2018 (Provisional) as
against 3.10 fimes in FY2017. Total outside Liabilities/Tangible Net Worth (TOL/TNW) stood at 1.10 fimes
as on 31 March, 2018 (Provisional) as against 1.18 times as on 31 March, 2017. Net Cash
Accruals/Total Debt (NCA/TD) stood at 1.58 times as on 31 March, 2018 (Provisional) as against 2.17
times as on 31 March, 2017.

e Comfortable working capital Management

USMI has comfortable working capital cycle marked by Gross Current Assets (GCA) of 75 days in
FY2018 (Provisional) as against 70 days in FY2017. The GCA days are dominated by debtor days of 56
in FY2018 (Provisional) as against 43 days in FY2017. The average working capital ufilisation for the
past six months ending June 2018 stood at ~75 percent. Acuité believes that efficient working capital
management will be crucial to the company in order to maintain stable credit profile.
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Weaknesses

* Exposure to volatility in raw material prices and foreign currency fluctuation risk

The raw material forms the major component of the overall cost of the company. The basic raw
material for production is Aluminium alloy bars, prices of which are volatfile in nature which results in
price fluctuation risk on the margins of the company. This can be seen in the decline of profit
margins in the past. The EBITDA margin declined to 5.66 percent in FY2018 (Provisional) as against 7.34
percent in FY2017. Further, USMI exports almost 15 percent to the European and US countries making it
exposed to the foreign currency fluctuation risk.

¢ Competitive and fragmented industry
USMI operates in a highly competitive and fragmented industry characterised by large number of
unorganised players affecting margins.

Analytical Approach
Acuité has considered the standalone business and financial risk profiles of USMI to arrive at this rating.

Outlook: Stable

Acuité believes that USMI will maintain a ‘Stable’ business risk profile over the medium term. The
company will continue to benefit from its experienced management and diversified customer base.
The outlook may be revised to 'Positive’ in case the company registers healthy growth in revenues
while achieving sustained improvement in operating margins and capital structure. Conversely, the
outflook may be revised to 'Negative' in case of decline in the revenues or profit margins or in case of
deterioration in the financial risk profile and liquidity position.

About the Rated Entity - Key Financials

Unit FY18 (Provisional) FY17 (Actual) FY16 (Actual)
Operating Income Rs. Cr. 145.97 121.30 102.39
EBITDA Rs. Cr. 8.26 8.91 8.32
PAT Rs. Cr. 4.57 4.71 4.14
EBITDA Margin (%) 5.66 7.34 8.12
PAT Margin (%) 3.13 3.88 4.05
ROCE (%) 21.66 28.42 58.05
Total Debt/Tangible Net Worth Times 0.16 0.14 0.27
PBDIT/Interest Times 11.50 11.54 9.03
Total Debt/PBDIT Times 0.49 0.34 0.54
Gross Current Assets (Days) Days 75 70 62

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

Any other information
None

Applicable Criteria
* Default Recognition - hitps://www.acuite.in/criteria-default.htm

¢ Manufacturing Enfities - hitps://www.acuite.in/view-rating-criteria-4.htm
* Financial Ratios And Adjustments - https://www.acuite.in/view-rating-criteria-20.htm

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

Rating History (Upto last three years)
Not Applicable
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Name of the Facilities |stS:1§<fe C:z;::n Mgg’:gy Is:tijz: (c:;fg.) Ratings/Outlook
Cash Credit Appwcoofble App';coofble Appwcochle 280 AC;JTI;EDFGBB /
Term loans Applﬁfofble Applﬁlc(:)ofble Appll?cf,);ble 216 AC;JTI(T]E)IEGBB /
Proposed Bank Facility App’ﬁgble Applﬁlcogue App’ﬁgble 0.50 ACUITE 883/
Letter of credit App';f(;ble App’;é’(;ble App’ﬁgble 1.70 ACUITE A3+
(Bir;ﬁg;lggﬂfeeﬂeﬂer ° Applﬁlcoc;[ble Applﬁlcoc;[ble Appwcoc;rble 0.06 ACUITE A3+
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About Acuité Ratings & Research:

Acuité Ratings & Research Limited (Erstwhile SMERA Ratings Limited) is a full-service Credit Rating Agency
registered with the Securities and Exchange Board of India (SEBI). The company received RBI
Accreditation as an External Credit Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-II
norms in the year 2012. Since then, it has assigned more than 6,000 credit 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 Mumbai.

Disclaimer: An Acuvuité rating does not constitute an audit of the rated entity and should not be ftreated as a
recommendation or opinion that is infended to substitute for a financial adviser's or investor's independent assessment
of whether to buy, sell or hold any security. Acuité 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, 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 its ratings. Acuité 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.acuite.in) for the latest information on
any instrument rated by Acuité.
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