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Rating Rationale

ACUITE has reaffirmed the long-term rating of ‘ACUITE BB+’ (read as ACUITE double B
plus) and the short-term rating of "ACUITE A4+' (read as ACUITE A four plus) on the
Rs.44.25 Cr.,and has assigned the long-term rating of ‘ACUITE BB+ (read as ACUITE
double B plus) on the Rs.12.00 Cr bank facilities of Prime Movers Auto Associates Private
Limited . The outlook remains ‘Stable’.

Rationale for the rating

The rating takes into account long track record of operations and extensive experience of
the promoters in the automobile component dealership industry. The rating also factors in
diversified product profile and established relationship with various principals. The rating is,
however, constrained by working capital intensive nature of operations, average financial risk
profile and the intense competition among the dealers

About the Company

Incorporated in 1986 by Mr. Nand Lal Kothari, Prime Movers Auto Associates Pvt Ltd is a
Kolkata based company engaged in the business of distributorship of auto components. Mr.
Nand Lal Kothari has a rich experience of ~45 years of dealing with auto components.
Currently, the day to day operations is headed by his son Mr. Ajay Kothari. The company
currently deals with the principal of Maruti Suzuki, Mahindra & Mahindra, Tata Motors Ltd,
Mahindra Sona Limited, Hindustan Composites Limited and many more. It has its physical
presence at 14 locations in West Bengal and 2 locations at Guwahati.

About the Group

Incorporated in 2011 and promoted by Mr. Nand Lal Kothari and his son Mr. Mr. Ajay Kothari-
Prime Movers Auto Agency Private Limited is a Kolkata based company engaged in the
distributorship of the auto components for Tata Motors Limited for small, light and medium
commercial vehicles (grease, coolants, brake oil, accessories and durafit products).
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Analytical Approach

Acuité has considered the consolidated business and financial risk profiles of Prime Movers
Auto Associates Private Limited and Prime Movers Auto Agency Private Limited to arrive at
this rafing. The consolidation is on account of common promoters and similar line of business.
Prime Auto Associates holds 99 per cent stake in Prime Auto Agency. The group is, herein

referred to as the ‘Prime group.’ Extent of Consolidation: Full.

Key Rating Drivers

Strengths

Long track record of operations and experienced management

The group has a long track record of over three decades in the distributorship of auto
components. The group is promoted by Mr. Nand Lal Kothari having around 45 years of
experience in automotive sector. He has been associated with the apex bodies of the
automobile tfrade namely, “Federation of All India Automobile Spare Parts Dealer’s
Association” as President, “Confederation of West Bengal Trade Association” as Founder Vice
President and “Calcutta Motor Dealers Association” as President. His son Mr. Ajay Kothariis
also actively engaged in the business and has over 22 years of experience in the same line of
business.

Diversified product profile and long standing relationship with various principals

The group’s product profile is diversified where sales are spread across various auto
components required for two-wheelers, passenger car segment, light commercial vehicles,
SUVs, medium and heavy commercial vehicles. Further, the group deals in 24 models with
around 56 variants, thereby reflecting heterogeneity in their product profile. Moreover, the
group has long standing relationship with various principals namely, Maruti Suzuki India
Limited, Mahindra & Mahindra Ltd, Tata Motors and many more.

Weaknesses

Working capital intensive nature of operations

The working capital intensive nature of operations is marked high Gross Current Assets (GCA)
of 197 days in FY2022 as compared to 191 days in FY2021. The high GCA days is on account of
high inventory period which stood at 79 days in FY2022. The group maintains an inventory of
around 2-2.5 months. Further, the debtor days stood at 94 days in FY2022 as against 96 days in
the previous year. The group provide credit period to customers of around 75-85 days.
However, in order to improve the debtor period, the company has recently tied up with
Progcap and Axis bank for secondary channel finance. Acuite believes that, going forward,
with this tie up, the working capital shallimprove in the medium term. The impact of such tie
up willremain a key monitorable.

Average financial risk profile

The average financial risk profile of the group is marked by modest net worth, moderate
gearing and comfortable debt protection metrics. The tangible net worth of the group
increased to Rs.24.12 Cr as on March 31, 2022 from Rs.22.32 Cr as on March 31, 2021 due to
accretion of profits. Gearing of the group stood high but improved af 2.30 times as on 31st
March, 2022 as compared to 2.53 times in the previous year. The Total outside
Liabilities/Tangible Net Worth (TOL/TNW) stood at 2.72 times as on March 31, 2022 as
compared to 2.89 times in the previous year.

The deterioration in the EBITDA margin in FY2022, owing to increase in other overheads further
resulted in weakening of its debt protection metrics. The high debt, coupled with the pressure
on EBITDA, translated into deterioration in their Debt to EBITDA levels. However, the debt
protection metrics remained modest marked by Interest Coverage Ratio at 1.64 times and
Debt Service Coverage Ratio at 1.21 fimes as on March 31, 2022. The Net Cash
Accruals/Total Debt (NCA/TD) stood at 0.04 times as on 31st March 2022. Acuité believes
that going forward the financial risk profile of the group will be sustained in the absence of
any major debt funded capex plans.
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Moderate scale of operations

The operating income of the group has increased to Rs.157.82 Crin FY2022 as compared fo
Rs.152.20 Cr in the previous year due fo increase in demand. Further, the revenue of the group
stood at around Rs.125 Cr till December 2022 (Prov). The operating margin of the group
moderated to 4.16 per cent in FY2022 as against 4.94 per cent in FY2021 due to increase in
other overhead expenses. However, the PAT margin increased marginally fo 1.14 per cent in

FY2022 as against 1.08 per cent in the previous year due to decline in finance cost. Acuite
believes that going forward, the margins shall remain moderate due to trading nature of
operations.

Rating Sensitivities

e Increase in the scale of operations and improvement in the profitability margins
e Elongation in the working capital cycle

Material covenants
None.

Liquidity Position

Adequate

The group’s liquidity is adequate marked by net cash accruals of Rs.2.24 Cr as against
long term debt repayment of Rs.1.02 Cr over the same period. Further, the current ratio stood
comfortable at 1.89 times as on March 31, 2022. The cash and bank balance stood at Rs.2.65
Cras on March 31, 2022. However, the fund based and non-fun based limit remained highly
utilised at 95 per cent for six months ended December,2022. Moreover, the working capital
intensive nature of operations of the firm is marked by high GCA days of 197 days as on
March 31, 2022 as against 191 days in the previous year. Acuité believes that going forward
the group will maintain adequate liquidity position due to moderate accruals. Moreover, the
cash conversion cycle is expected to improve over the medium term backed by the
upcoming tie up with Progcap and Axis bank for secondary channel finance.

Outlook: Stable

Acuité believes that Prime group will maintain 'Stable' outlook over the medium term from
experienced management and established market position. The outlook may be revised to
'Positive' in case the group registers sustained growth in revenues while improving its
profitability metrics and financial risk profile. Conversely, the outlook may be revised to
‘Negative' in case of deterioration in financial risk profile or if the working capital cycle further
elongates.

Other Factors affecting Rating
None.

Key Financials

Particulars Unit FY 22 (Actual) FY 21 (Actual)

Operating Income Rs. Cr. 157.82 152.20
PAT Rs. Cr. 1.80 1.65
PAT Margin (%) 1.14 1.08
Total Debt/Tangible Net Worth Times 2.30 2.53
PBDIT/Interest Times 1.64 1.41

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

None.

Any other information

None.

Applicable Criteria
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* 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-criteria-
53.htm

* Consolidation Of Companies: https://www.acuite.in/view-rating-criteria-60.nfm

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
Insfruments” on www.acuvite.in.

Rating History

Date Instrun"'lng:t]:/szciliﬁes Term ?RTOCLZ’St Rating/Outlook
. . Long ACUITE BB+ (Downgraded and Issuer
Channel Financing Term 4.50 not co-operating?|
. Long ACUITE BB+ (Downgraded and lssuer
25 Oct Cash Credit Term| 1000 not co-operating?*)
2021 . | Long ACUITE BB+ (Downgraded and Issuer
Proposed Cash Credit Term 25.75 not co-operating?)
| Short ACUITE A4+ (Downgraded and Issuer
Proposed Bank Facility Term 4.00 not co-operating?)
Channel Financing lfgpr% 4.50 | ACUITE BBB- (Issuer not co-operating®)
01 Feb Proposed Cash Credit #gpr% 25.75 | ACUITE BBB- (Issuer not co-operating®)
2021 Proposed Bank Facility ?222 4,00 ACUITE A3 (Issuer not co-operating®)
Cash Credit %gpr% 10.00 | ACUITE BBB- (Issuer not co-operating®)
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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.) Rating
ACUITE
Bank of Not Not Not Not :
Baroda |Applicable Bank Guarantee (BLR) Applicable|Applicable|Applicable simple 4.80 Adt |
Reaffirmed
ACUITE
ICICIBank|  Not Noft Not Not :
. Bank G tee (BLR . . . Simple 1.50 A4+
Ltd  |Applicable ank Guarantee (BLR) Applicable|Applicable|Applicable 'mpP Reofﬁrmled
ACUITE
ICICIBank|  Not : Noft Noft Not : BB+ |
Ltd  |Applicable Cash Credit Applicable|Applicable|Applicable Simple 13.50 Stable |
Reaffirmed
ACUITE
ICICI Bank Not : Not Not Not : BB+ |
Ltd  |Applicable Cash Credit Applicable|Applicable|Applicable Simple 3.00 Stable |
Assigned
ACUITE
Bank of Not : Not Not Not : BB+ |
Baroda [Applicable Cash Credit Applicable|Applicable|Applicable Simple ?.00 Stable |
Assigned
ACUITE
: Not |Channel/Dealer/Vendor]  Not Not Not : BB+ |
Axis Bank Applicable Financing Applicable|Applicable|Applicable Simple 4.50 Stable |
Reaffirmed
ACUITE
: Not : : Not Not Not : BB+ |
Axis Bank Applicable Covid Emergency Line. Applicable|Applicable|Applicable Simple 0.55 Stable |
Reaffrmed
ACUITE
ICICI Bank Not ; : Not Not Not ; BB+ |
ltd  |Applicable| ©0VId Emergency Line. |x i aplelapplicablelapplicaple] SMPe | 357 I siape |
Reaffrmed
ACUITE
Bank of Not : : Not Not Not : BB+ |
Baroda [Applicable Covid Emergency Line. Applicable|Applicable|Applicable Simple 1.86 Stable |
Reaffirmed
CT(IJA\LIII:\OI Not Not Not Not ABEUIT|E
- . o} . : o} o} o . +
fgnon_cml Applicable Covid Emergency Line. Applicable|Applicable|Applicable Simple 2.94 Stable |
ervice .
Reaffirmed
Ltd.
ACUITE
Not Not Proposed Long Term Not Not Not Simole 101 BB+ |
Applicable|Applicable Bank Facility  |Applicable|Applicable|Applicable P : Stable |
Reaffirmed
alial ACUITE
b Not Working Capital Not Not Not | o e | 1000 | BB* |
Servi Applicable| Demand Loan (WCDL) | available | available | available P : Stable |
ervice Reaffirmed
Ltd.
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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 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. 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
instrument rated by Acuité.
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