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Rating Rationale

Acuité has assigned the long term rating of ‘ACUITE BB+’ (read as ACUITE double B plus) and the short term
rafing ‘ACUITE A4+’ (read as ACUITE A four plus) on the Rs.15.00 crore bank facilities of Clean Switch India
Private Limited (CSIPL). The outlook is ‘Stable’.

Incorporated in the year 2013, CSIPL is engaged in power generation through solar and wind energy, energy
infrastructure development through EPC projects in renewable energy sector, and trading of automobile and
renewable components. The company is based out in Hyderabad, Telangana and is promoted by Ms.
Srividya Kasturi and Mr. Madan Kumar Subramanian. CSIPL, currently has renewable energy projects with a
total capacity of 12 MW, i.e. 3 MW of solar power generation and 9 MW of wind power generation.

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

Key Rating Drivers

Strengths

e Experienced management and reputed clientele

CSIPL was established in the year 2013 with significant experience of the promoters in the industry. The
directors of the company Ms. Srividya Kasturi and Mr. Madan Kumar Subramanian have more than two
decades of experience in the said industry. The company has Power Purchase Agreements (PPAs) with
large corporates, colleges and municipalities based out of Andhra Pradesh and Tamil Nadu for solar power
generation of 3 MW and PPA with TVS group companies for wind power generation of 9 MW. The company
aims to generate additional 13 MW of power generation and attain pan India presence to increase the
scale of operations.

Acuité believes that CSIPL will continue to benefit from the promoter’s established presence in the industry
and its improving business risk profile over the medium term.

Diversified product porifolio

CSIPL has developed renewable energy project with a total capacity of 12 MW. To increase ifs scale of
operations, the company intends to generate additional 13 MW power and the company is in the process
of commercial negotiation and finalization with a prospective customer for setting up of 10 MW for power
generation. Accompanying to it, CSIPL executes EPC confracts in renewable sector such as setting up of
solar power plant, windmill amongst others on direct contract basis, Build Operate Own Transfer (BOOT)
model, Build Operate Transfer (BOT) model and sub contract basis. The company currently has an order
book of Rs.15.58 crore to be executed by FY2022. CSIPL recently bid for setting up of 70 MW solar power
plant and the contract is yet to be awarded. Since 2013, CSIPL is involved in trading of automobile
components such as aluminium ingots A356, powder paints, copper wires to name a few and
simultaneously involved in trading of renewable sector components solar panels, invertors, solar cells,
cables, etc. The automobile components are imported from Dubai, South Korea, Germany, Malaysia, as
well as procured domestically. The company sells the products within India to auto components
manufactures. The renewable sector components are imported from Germany, China and locally
procured and are sold across India.
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e Moderate financial risk profile

The financial risk profile is moderate marked by modest net worth and healthy debt protection indicators.
The net worth stood moderate at Rs.12.60 crore as on 31 March 2020 (provisional) improving from Rs.12.59
crore as on 31 March 2019. The adjusted debt to equity (considering the unsecured loans as neither debt
nor equity) improved to 0.47 times as on 31 March 2020 (provisional) from 1.93 times in the previous year.
The total debt of Rs.60.92 crore as on 31 March 2020 includes short-term debt of Rs.3.42, long-term debt of
Rs.2.49 crore and unsecured loans of Rs55.00 crore. The TOL/TNW also stood high at 5.15 times as on 31
March 2020 (provisional) as against 6.84 times as on 31 March 2019. Interest Coverage Ratio (ICR) stood
healthy at 16.51 times in FY2020 (provisional) as against 12.27 times in FY2019.

Acuité believes that the financial risk profile of the company is expected to remain improve on back of its
conservative financial policy and in the absence of any near term debt funded capex plans.

Weaknesses

* Working capital intensive nature of operations
The company’s operations are working capital intensive in nature as reflected in gross current assets (GCA)
days. The GCA days improved nonetheless stood high at 293 days in FY2020 (provisional) as against 728
days in FY2019. These high GCA days emanates from high debtors days of 84 days in FY2020 (provisional)
as against 190 days in FY2019.
Acuité believes that the company's operations are expected to remain working capital intensive in the
medium term as well

o Fluctuations in forex rates
The company is exposed to fluctuations in foreign currency as it imports automobile and renewable
components for frading activities. In addition, the profitability margins were also modest due to higher
contribution of trading revenues to the total revenues in the past. This is partially subsided since the
company's decision to reduce trading activities from FY2019 and focus more on generation activity.

Liquidity position: Adequate

CSIPL has adequate liquidity position marked by healthy cash accruals to its maturing debt obligations. The
company generated cash accruals of Rs.2.11-3.25 crore during the last three years through 2019-2020, while
its maturing debt obligations were in the range of Rs.0.36-0.50 crore over the same period. The cash accruals
are estimated to be 4.00 to 5.00 crore during 2021-23, while its repayment obligations in the range of Rs.0.38
crore during the same period. The current ratio stood moderate at 1.63 times as on March 31, 2020
(provisional). Acuité believes that going forward; the liquidity position of the company will continue to remain
strong in the medium term.

Rating Sensitivities
e Significant improvement in revenues while maintaining the profitability
e Any significant debt funded capex resulting in deterioration in the financial risk profile

Material Covenants
None

Outlook: Stable

Acuité believes CSIPL will maintain a stable business risk profile over the medium term. The company will
continue to benefit from its established operations and long-standing relations with customers and suppliers.
The outlook may be revised to ‘Positive’ in case the company registers higher-than-expected cash accruals
on the back of sustained growth in revenues and profitability. Conversely, the outlook may be revised to
‘Negative' in case of a steep decline in the company's profitability or significant deterioration in the capital
structure and liquidity position.

About the Rated Entity - Key Financials

Unit | FY20 (Provisional) | FY19 (Actual)
Operating Income Rs. Cr. 15.81 14.79
PAT Rs. Cr. 0.01 (0.13)
PAT Margin (%) 0.09 (0.85)
Total Debt/Tangible Net Worth Times 4.83 6.38
PBDIT/Interest Times 16.51 12.27

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

Applicable Criteria
e Manufacturing Entities: hitps://www.acuite.in/view-rating-criteria-59.htm

e Trading Entities: https://www.acuite.in/view-rating-criteria-61.htm
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e Application of Financial Ratios and Adjustments: https://www.acuite.in/view-rating-criteria-53.ntm

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

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.ntm

Rating History (Upto last three years)
Not Applicable

*Annexure - Details of instruments rated

Name of the Date of | Coupon | Maturity Size of the .
arers Issue Ratings/Outlook
Facilities Issuance Rate Date
(Rs. Crore)

Proposed Cash Not Not Not 4.00 ACUITE BB+/Stable
Credit Applicable|Applicable|Applicable ’ (Assigned)
Proposed bank Not Not Not 6.00 ACUITE BB+/Stable
facility Applicable|Applicable|Applicable ’ (Assigned)
Proposed bank Not Not Not 500 ACUITE A4+
guarantee Applicable|Applicable|Applicable ) (Assigned)
Contacts

Analytical Rating Desk

Aditya Gupta Varsha Bist

Vice President- Corporate and Infrastructure Senior Manager - Rating Desk

Sector Tel: 022-49294011

Tel:022-49294041 rating.desk@acuite.in

aditya.gupta@acuite.in

Avadhoot Mane
Senior Analyst - Rating Operations
Tel: 022-49294051

avadhoot.mane@acuite.in

Acuité Ratings & Research Limited

www.acuite.in

N, N



Acuite

RATINGS & RESEARCH

About Acuité Ratings & Research:

Acuité Ratings & Research 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-Il 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 countfry and across a wide cross section of industries. It has its Registered and Head Office in
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. 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 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 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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