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Rating Rationale

Acuité has reaffirmed its long-term rating of ‘ACUITE A-’ (read as ACUITE A minus)on the Rs. 452.50
Cr. bank facilities and short-term rating of '"ACUITE A2+' (readas ACUITEA two plus) on the Rs.150.00 Cr.
bank facilities of Apollo Micro Systems Limited (AMSL). The outlook remains 'Stable'.

Acuité has assigned its long-term rating of ‘ACUITE A-’ (read as ACUITE A minus)on the Rs. 105.00 Cr. bank
facilities of Apollo Micro Systems Limited (AMSL). The outlook is 'Stable'.

Rationale for reaffirmation

The rating reaffirmation takes into account continued improvement in the company's scale of operations in
FY2025. Over the past four years ending in FY2025, the company's earnings profile, including operating income,
EBITDA, and PAT, has achieved a CAGR of 30 percent, driven by better execution of the order book. Additionally,
the rating is continued to support by an equity infusion of Rs. 742.23 Cr. in FY2026 by both non-promoters and
promoters on a preferential basis, for expansion of existing business and to manage increasing working capital
requirements aligned with expected increase in scale of operations which will be enhancing the company's capital
structure, liquidity, and financial risk profile. The operating margins have ranged between 22.99 and 22.57 percent
over the last two years ending FY2025. The rating also considers the healthy order book position of Rs. 600.00
crore as of March 2025. It also factor's in the acquisition of IDL Explosives Ltd by it's subsidiary company which
brings together over a century of specialized expertise in the niche and growing sector — 64 years in energetics
and commercial explosives, and over 40 years in integrated weapons systems, AMSL will become fully integrated
Tier-1 defence OEM. The acquisition not only enhances the manufacturing capabilities but also broadens the
solutions portfolio across critical areas of India’s defence supply chain. Furthermore, the rating benefits from the
promoters' extensive experience of over 30 years in the aerospace and defense industries.

However, the rating remains constrained by its intensive nature of working capital operations and susceptibility to
risks inherent in tender-based business and long gestation period of projects.

About the Company

Incorporated in 1985, Apollo Micro Systems Limited (AMSL) is promoted by Mr. Karunakar Reddy. The company
is listed on the Bombay Stock Exchange (BSE) and the National Stock Exchange (NSE). AMSL is an electronic,
electromechanical, and engineering design, manufacturing, and supplies company. It designs, develops, and sells
high-performance, mission-critical, and time-critical solutions to Aerospace, Defence, Space, and Homeland
Security for the Ministry of Defence, government-controlled public sector undertakings, and the private sector. It
offers custom-built COTS (Commercially off-the-shelf) solutions based on specific requirements to defence and
space customers. The company’s manufacturing unit is located in Hyderabad, with its lab area conforming to
electrostatic discharge requirements, featuring ESD-safe furniture and a controlled environment. AMSL is an ISO
9001:2015 and CEMILAC (Centre for Military Airworthiness and Certification) certified organization.
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Unsupported Rating
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Not applicable

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

Key Rating Drivers

Strengths

Experience of the management team; established relationships with reputed clientele

AMSL has been an established player since 1985 in the electronic system design manufacturing (ESDM) segment
with extensive experience of its promoter, Mr. B Karunakar Reddy in the aerospace and defence industries
spanning over 40 years. AMSL has a strong R&D team focused on developing new products. The company works
with the DRDO for research on strategic defence missions, developing commercially off the shelf solutions,
which are the proprietary products of AMSL. It focuses on R&D as reflected by the increasing spend on the same
over the years. Mr. C V S Prasad, one of the directors, has over 27 years' experience in defence electronic systems
manufacturing, particularly critical systems and has worked with organizations like the Indian Space research
Organization (ISRO) and Semi- Conductor Laboratory (SCL) in research department. The company provides
electric and electronic hardware and software solutions for mission-critical applications to defence, acrospace,
navy, and home land security among others. AMSL derives significant benefit from its promoter experience and
has established strong relationships with its customers as well as suppliers for repeat business. The major
customers include the Ministry of Defence (MoD), Defence Research and Development Organisation (DRDO),
BrahMos Aerospace Private Limited, Bharat Electronics Limited (BEL), Hindustan Aeronautics Limited (HAL),
and units operated by the Indian Space Research Organisation (ISRO) among others. Acuité believes that a similar
growth trajectory is likely to continue over the medium term backed by experienced management and an
established longstanding relationship with reputed clientele.

Improvement in operating revenue

The company has reported a year-on-year (YOY) significant growth of 51.24 percent in FY2025 compared to the
previous year, largely attributed to the execution of the order book. The revenue of the company stood at Rs.
562.07 Cr. in FY2025 as against Rs. 371.63 Cr. in FY2024. The operating margin stood at 22.73 percent in
FY2025 as against 22.57 percent in FY2024. The company has an unexecuted order book position of Rs. 600.00
Cr. as of March 31st, 2025. Additionally, the capex of Rs. 149.05 Cr. in Electronic City is expected to be
completed in the current year (Q2FY2026), which is expected to result in an increase in the scale of operations
over the medium term. Acuité believes that the company will continue to sustain its order book position and
maintain its business risk profile over the medium term.

Healthy financial risk profile

The company’s financial risk profile is healthy with low gearing and moderate debt protection metrics. The net
worth of the company stood at Rs.603.64 Cr. as of March 31, 2025 against Rs.517.56 Cr. as on March 31, 2024,
and and Rs.383.70 Cr. as of March 31, 2023. The net worth improved due to the addition of premium on fresh
issue of Rs. 131.50 Cr. in FY2024.The gearing of the company stood at 0.49 times as on March 31, 2025, against
0.40 times as on March 31, 2024. Debt protection metrics — Interest coverage ratio and debt service coverage
ratio stood at 3.98 times and 2.52 times as on March 31, 2025, respectively as against 2.85 times and 2.33 times
as on March 31, 2024, respectively. TOL/ TNW stood at 1.08 times as on March 31, 2025, as against 0.84 times
as on March 31, 2024. The debt to EBITDA of the company stood at 2.23 times as on March 31, 2025, as
against 2.40 times as on March 31, 2024. Acuité believes that the financial risk profile will remain healthy over
the medium term on account of the company's healthy capital structure and stable operations.

High Entry barriers and moderate order book position

AMSL operates in a niche segment of the high entry barrier Defence and Aerospace industry. The company is
‘Centre for Military Airworthiness and Certification (CEMILAC)’ certified, making it an approved design house
for the design and development of software and equipment for military aircraft applications. This certification is
based on technical experience and the past record of such authorized design houses. AMSL deals with reputed
clientele like Bharat Dynamics Limited, Bharat Electronics Limited, and the Defence Research and Development
Organisation (DRDO), among others. As of March 25, AMSL has an unexecuted order book position of Rs.
600.00 Cr. Acuité believes that the high entry barrier, coupled with the long-term nature of the contracts in the
order book, provides revenue visibility over the medium term. Further, AMSL's growth prospects remain healthy,
supported by the Indian Government’s focus on indigenization in the defense sector amid the Make in India thrust.

Weaknesses

Working capital intensive nature of operations

AMSL's working capital cycle remains significantly elongated, with Gross Current Asset (GCA) days of 628 days
in FY2025 as against 740 days in FY2024, primarily driven by stretched receivables and elevated inventory levels.
However, there is improvement in GCA days in FY2025 mainly on account of improved receivables in FY2025,
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which declined to 155 days, supported by the execution of commercial orders during the year. The high inventory
as of March 31, 2025, is attributed to pre-emptive stocking of critical raw materials. Additionally, systems
supplied by the company are subject to post-delivery testing by customers, and payments are released only upon
successful completion, contributing to elevated debtor days—155 days in FY2025. To partially fund its working
capital needs, the company stretches creditor payments, though these are secured through Letters of Credit (LCs).
AMSL’s solutions are integrated within broader delivery systems assembled by other system integrators, with final
deployment by the Ministry of Defence (MoD), further extending the operating cycle. Acuité notes that while
operational improvements are expected over the medium term, the company’s ability to moderate its working
capital intensity will remain a key sensitivity for its credit profile.

Susceptibility to risks inherent in tender-based business and long gestation period of projects

The business depends on success in bidding for tenders invited by defence public sector undertakings and research
establishments. Establishments such as the Defence Research and Development Organisation (DRDO) invite
tenders from qualified vendors for their R&D requirement and commence bulk production on successful
completion of product development. Long-term revenue visibility is driven by the success of R&D projects and
mass production.

ESG Factors Relevant for Rating

AMS has minimised environmental impact essentially by adopting environmentally friendly manufacturing
practices, technologically advanced machineries, and optimum resource utilization. This helped AMS to reduce
carbon emissions and minimising the ecological footprint. Further, the company focuses on reducing carbon
footprint and implemented efficient inventory and logistics management for the same. Further, it promotes
material reuse and recycling to reduce waste. Promoted women’s empowerment; encouraged representation from
diverse background and regions. The board comprises of a strong team of promoters and experienced industry
professionals. Also, to manage the corporate governance, anti bribery, and anti corruption a whistleblower policy
has been framed. The group ensures efficient credit risk management and indulges in data privacy and data security
practices

Rating Sensitivities

» Any decline in revenue and profitability at standalone level.
 Further stretch in the working capital cycle

Liquidity Position: Adequate

AMSL generated cash accruals of Rs.72.57 Cr. in FY2025, while its maturing debt obligations stood at Rs.8.08 Cr.
during the same period. Going forward, the company is expected to generate adequate net cash accruals against
maturing repayment obligations. However, the reliance on working capital limits stood high marked by average 92
percent utilization of the fund-based limits used over the past six months ending in Mar 2025. The Company has
maintained unencumbered cash and bank balances Rs.0.20 Cr. and the current ratio stood at 1.73 times as on March
31, 2025. Acuité expects that the liquidity of the company is likely to remain adequate over the medium term on
account of expected healthy cash accruals to its maturing debt obligations.

Outlook: Stable

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 25 (Actual) FY 24 (Actual)
Operating Income Rs. Cr. 562.07 371.63
PAT Rs. Cr. 57.24 31.67
PAT Margin (%) 10.18 8.52
Total Debt/Tangible Net Worth Times 0.49 0.40
PBDIT/Interest Times 3.98 2.85

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
» Manufacturing Entities: https://www.acuite.in/view-rating-criteria-59.htm
* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-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 A- | Stable (Upgraded from ACUITE
Cash Credit Term | 15200 BBB- | Stable)
Long ACUITE A- | Stable (Upgraded from ACUITE
Term Loan Term 4.00 BBB+ | Stable)
. Long ACUITE A- | Stable (Upgraded from ACUITE
Cash Credit Term | 147-50 BBB- | Stable)
Long ACUITE A- | Stable (Upgraded from ACUITE
15 Jul Term Loan Term | 110-00 BBB+ | Stable)
2025 |Working Capital Demand Loan| Long 24.00 ACUITE A- | Stable (Upgraded from ACUITE
erm ) + | Stable
(WCDL) T BBB+ | Stabl
Long ACUITE A- | Stable (Upgraded from ACUITE
Term Loan Term | 1500 BBB* | Stable)
Bank Guarantee/Letter of | Short
Guarantee Term 75.00 ACUITE A2+ (Upgraded from ACUITE A2)
Letter of Credit %21(,)[1; 75.00 ACUITE A2+ (Upgraded from ACUITE A2)
Letter of Credit %;?I;t 40.00 ACUITE A2 (Assigned)
Bank Guarantee/Letter of | Short
Guarantee Term 50.00 ACUITE A2 (Upgraded from ACUITE A3+)
Bank Guarantee/Letter of | Short .
Guarantee Term 25.00 ACUITE A2 (Assigned)
Letter of Credit %ﬁﬁ 35.00 ACUITE A2 (Upgraded from ACUITE A3+)
. Long ACUITE BBB+ | Stable (Upgraded from ACUITE
Cash Credit Term | 102.00 BBB | Stable)
25 Jun Cash Credit Ifgg% 50.00 ACUITE BBB+ | Stable (Assigned)
2025 Term Loan Ifgll,lr% 4.00 ACUITE BBB+ | Stable (Assigned)
. Long ACUITE BBB+ | Stable (Upgraded from ACUITE
Cash Credit Term 57.50 BBB | Stable)
Cash Credit €1 90,00 ACUITE BBB+ | Stable (Assigned)
Long ACUITE BBB+ | Stable (Upgraded from ACUITE
Term Loan Term 110.00 BBB | Stable)
Working Capital Demand Loan| Long 24.00 ACUITE BBB+ | Stable (Upgraded from ACUITE
(WCDL) Term : BBB | Stable)
Long ACUITE BBB+ | Stable (Upgraded from ACUITE
Term Loan Term 15.00 BBB | Stable)
Bank Guarantee/Letter of | Short
Guarantee Term 50.00 ACUITE A3+ (Reaffirmed)
Letter of Credit %2?3 35.00 ACUITE A3+ (Reaffirmed)
Cash Credit o] 57,50 ACUITE BBB | Stable (Reaffirmed)
30 Mar Cash Credit Ifggﬁ 77.50 ACUITE BBB | Stable (Reaffirmed)
2024 Cash Credit If(e)ll_lr% 24.50 ACUITE BBB | Stable (Assigned)
Working Capital Demand Loan| Lon,
& (&,CDL) Ter | 24.00 ACUITE BBB | Stable (Reaffirmed)
Term Loan If(e)ll_lr% 110.00 ACUITE BBB | Stable (Reaffirmed)
Term Loan e 1500 ACUITE BBB | Stable (Reaffirmed)
Letter of Credit ?ﬂhort 35.00 ACUITE A3+ (Reaffirmed)
erm
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Bank Guarantee/Letter of | Short 40.00 ACUITE A3+ (Reaffirmed)
Guarantee Term
Bank Guarantee/Letter of | Short
Guarantee Term 12.50 ACUITE A3+ (Reaffirmed)
Proposed Bank Guarantee %2?3 1.00 ACUITE A3+ (Reaffirmed)
Proposed Bank Guarantee ilél?rrr‘i 9.00 ACUITE A3+ (Assigned)
06 Jul
2023 Cash Credit Ifggﬁ 52.50 ACUITE BBB | Stable (Reaffirmed)
Cash Credit Ifgﬁﬁ 60.00 ACUITE BBB | Stable (Reaffirmed)
Cash Credit Ifggﬁ 30.00 ACUITE BBB | Stable (Reaffirmed)
Working Capital Demand Loan| Lon
8 (\%CDL) Ters | 2400 ACUITE BBB | Stable (Reaffirmed)
Proposed Cash Credit Ifggﬁ 5.00 ACUITE BBB | Stable (Reaffirmed)
Proposed Long Term Loan Ifgg% 100.00 ACUITE BBB | Stable (Assigned)
Letter of Credit %21?3 35.00 ACUITE A3+ (Reaffirmed)
Bank Guarantee/Letter of | Short
Guarantee Term 25.00 ACUITE A3+ (Reaffirmed)
Bank Guarantee/Letter of | Short
Guarantee Term 12.50 ACUITE A3+ (Reaffirmed)
Cash Credit Ifgﬁﬁ 42.50 ACUITE BBB | Stable (Reaffirmed)
02 Sep Cash Credit Ifggﬁ 25.00 ACUITE BBB | Stable (Reaffirmed)
2022 Cash Credit ol 30,00 ACUITE BBB | Stable (Reaffirmed)
Working Capital Demand Loan| Lon
g (\pNCDL) Tens | 1500 ACUITE BBB | Stable (Reaffirmed)
Proposed Long Term Bank | Lon,
P Faci%ity Terms | 2500 ACUITE BBB | Stable (Reaffirmed)
Proposed Long Term Bank | Lon .
P Facﬁity Tens | 2000 ACUITE BBB | Stable (Assigned)
Proposed Term Loan Ifg;lri 30.00 ACUITE BBB | Stable (Assigned)
Letter of Credit %:?élt 35.00 ACUITE A3+ (Upgraded from ACUITE A3)
Bank Guarantee/Letter of | Short
Guarantee Term 25.00 ACUITE A3+ (Upgraded from ACUITE A3)
Bank Guarantee/Letier of | BhOM| 15 5| ACUITE A3+ (Upgraded from ACUITE A3)
. Long ACUITE BBB | Stable (Upgraded from ACUITE
Cash Credit Term 42.50 BBB- | Stable)
02501;121g Cash Credit Ifg?n% 25.00 ACUITE BBB | Sé%)}lse_ ﬁ[é{);ggfae(;ed from ACUITE
. Long ACUITE BBB | Stable (Upgraded from ACUITE
Cash Credit Term 30.00 BBB- | Stable)
Working Capital Demand Loan| Long 15.00 ACUITE BBB | Stable (Upgraded from ACUITE
(WCDL) Term : BBB- | Stable)
Proposed Long Term Bank | Long 10.00 ACUITE BBB | Stable (Upgraded from ACUITE
Facility Term : BBB- | Stable)
Proposed Long Term Bank | Lon .
PO e i%ity Tens | 1500 ACUITE BBB | Stable (Assigned)
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Annexure - Details of instruments rated

Lender’s e Date Of | Coupon |Maturity| Quantum|Complexity .
Name ISIN Facilities Issuance| Rate Date |(Rs. Cr.)| Level Rating
Bank
State Bank | Not avl. / Not avl. /| Not avl. /| Not avl. / . ACUITE A2+ |
of India [ Not appl. Guagilri;ere;rliteet;er of Not appl. | Not appl. | Not appl. 75.00 Simple Reaffirmed
ACUITE A- |
State Bank MOVl {| - cogh Credit [Nt L ROtV ROtV I 449 50 | Simple | Stable |
of India [ Not appl. ot appl. | Not appl. | Not appl. Reaffirmed
ACUITE A- |
BHlilIi?d Eoi avl.l/ Cash Credit EOE avl.l/ Egi ZVI'I/ Egi 2\]1'1/ 152.00 | Simple Stable |
an ot appl. ot appl. ppl. ppl. Reaffirmed
ACUITE A- |
Bandhan |Not avl. / Cash Credit Not avl. /| Not avl. /| Not avl. / 30.00 Simple Stable |
Bank |Not appl. Not appl. | Not appl. | Not appl. Assigned
State Bank | Not avl. / ., |Notavl./[Notavl./|Not avl./ . ACUITE A2+ |
of India [ Not appl. Letter of Credit Not appl. | Not appl. | Not appl. 75.00 Simple Reaffirmed
ACUITE A- |
State Bapk Notavl./ Term Loan Not avl. /| Notavl. /| 30 Sep 110.00 | Simple Stable |
of India [ Not appl. Not appl. | Not appl.| 2031 Reaffirmed
Bajaj ACUITE A- |
Finserv Eoi avl.l/ Term Loan EOE avl.l/ EOE avl.l/ (?0;3711 15.00 Simple Stable |
Limited | © PP Ot 4ppl. | NOLappL Reaffirmed
Indian ACUITE A- |
Overseas EOF[ avl.l/ Term Loan Eoi avl.l/ Eoi 2‘71'1/ 0280(2)? 4.00 Simple Stable |
Bank Ot app. otappl. | Notapp:. Reaffirmed
ACUITE A- |
Bandhan |Not avl./ Term Loan Notavl. /[Notavl. /| 30 Sep 75.00 Simple Stable |
Bank [Not appl. Not appl. | Not appl.| 2031 Assigned
Bajaj Working Capital ACUITE A- |
Finserv EOE avl.l/ Demand Loan EOE avl.l/ EOE 2V1'1/ EOE ZVI'l/ 24.00 Simple Stable |
Limited | O °PP" (WCDL) O appi.| WOt appl. | NOT appl. Reaffirmed
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Contacts

Mohit Jain Contact details exclusively for investors and
Chief Analytical Officer-Rating Operations lenders

Moparthi Anuradha Devi Mob: +91 8591310146

Senior Analyst-Rating Operations Email ID: analyticalsupport@acuite.in

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 Ratings 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 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. Please visit
https://www.acuite.in/fags.htm to refer FAQs on Credit Rating.

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members of any rating
committee and therefore do not participate in discussions regarding the rating of any entity.
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