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Rating Rationale
Acuité has reaffirmed the long term rating fo 'ACUITE BBB-' (read as ACUITE triple B
minus) and the short term rating to 'ACUITE A3' (read as ACUITE A three) on the Rs. 95.30
Crore of bank facilities of Sahu Refrigeration Industries Private Limited. The outlook is ‘Stable’.
Further, Acuité has assigned the long termrating to 'ACUITE BBB-' (read as ACUITE triple B
minus) on the Rs. 3.33 Crore bank facilities of Sahu Refrigeration Industries Private Limited. The
outflookis ‘Stable’.

Rationale for rating recommendation

The recommendation factors in the long frack record of operation and extensive experience
of the management. Further the rating factors in the moderation in the company's scale of
operations, marked by an operating income of Rs. 560.63 Cr. in FY2024 (Prov.) as against Rs.
573.17 Cr.in FY2023. The operating margin of the company stood at 2.62% in FY 2024 (Prov.)
and PAT margin stood at 0.29% in FY 2024 (Prov.) considering the trading nature of the
company. The liquidity profile of the company is adequate marked by sufficient net cash
accrual which stood at Rs. 5.95 Cr. against maturing debt obligation of Rs. 0.32 Cr. The
working capital operations of the company is moderate marked by moderate GCA days of
58 days as on 31st March 2024 (Prov.) and the average fund based bank limit utilization
remained at an average of 94.51% for the past 12 months ended June 2024. In addition, the
financial risk profile of the company is moderate as suggested by coverage indicators i.e.
interest coverage ratio (ICR) which stood at 1.85 times and debt service coverage ratio
(DSCR) which stood af 1.69 times in FY 2024 (Prov). Acuité believes that the company’s
operations will improve in the near to medium term on account of improved demand and
addition of new showrooms for new as well as pre owned cars.
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About the Company

Sahu Refrigeration Industries Private Limited (Erstwhile Sahu Refrigeration Industries Limited) is a
Delhi based company incorporated in 1970. Lohia group acquired the company in June 1981
and undertook business of steel furnace initially and steel pipes frading subsequently.
However, the same was discontinued in FY18. In FY19, management decided to foray into the
automobile dealership business of KIA Motors. Now, the automobile dealership is the only
business and core focus area of the company. The directors of the company are Mr.
Navarun Lohia, Mr. Sandeep Kumar Gupta and Ms. Renu Gupta.

About the Group

SRIPLis part of NCR based Lohia Group which is engaged in metal business for last 30 years.
The group comprises of 5 companies (including SRIPL). The other companies under the group
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are involved in manufacturing and trading of steel pipes.

Analytical Approach
Acuité has considered the standalone business and financial risk profile of SRIPL fo arrive at
the rating.

Key Rating Drivers

Strengths

Experienced and Resourceful management

The overall operations of the company are monitored by Mr. Rajiv Lohia, chairman of Lohia
Group. He is closely involved in day to day operations of ‘KIA" business. The long standing
experience of promoters has resulted in company receiving the dealership of KIA Motors. Mr.
Sandeep Kumar Gupta (Director) and Mr. Navrun Lohia (Director) is involved in monitoring
internal controls and financial activities of SRIPL. The management have further infused funds
in the form of equity in order to support growing scale of operations. Acuité believes that the
company will continue to benefit from the promoters' experience.

Order Book Position

The company has orders of approximately Rs. 27 crore in hand as on date 30t June, 2024 of
various models including Carens, Seltos and Sonet. Further, the operating revenue in FY25 is
expected to cross Rs. 600 crore on the account of addition of one new showroom started in
June FY25 as well as workshop and preowned car showroom expected to start by November
FY25 and October FY25 respectively.

Upcoming capital expenditure plans

The company is planning a capital expenditure of Rs. 16.67 crore for the new workshop at
Peeragarhi and of Rs. 0.75 crore for a showroom at Jahangirpuri. The structural work for both
the projects has almost been completed. The work started in September FY24 and remaining
work is about to get completed by October FY25 for Peeragarhi workshop and in September
FY25 for the Jahangirpuri showroom. The new units are funded in the proportion promoter’s
contribution and bank loans.

Weaknesses

Thin profitability margins led by intense competition

As the company is in dealership business, it faces stiff competition from market leaders of
industry with companies launching new models at competitive price. Further, SRIPL also faces
competition from other dealers of KIA Motors. Acuite believes, that company’s ability fo
improve its margins from service segments and through sale of automobile ancillaries would
be key factor.

Moderate Financial Risk Profile

The financial risk profile of the company is moderate, marked by the net worth of Rs. 29.71
crore in FY24 (Prov.) and Rs. 27.40 in FY23. The increase in the net-worth is on an account of
accretion of profits into reserves. Further, the total debt of the company stood at Rs.100.12
Crore as on 31st March 2024 (Prov.) against Rs. 65.97 Crore as on 31st March 2023. The capital
structure of the company is moderate marked by gearing ratio which stood at 3.37 times as
on 31st March 2024 (Prov.) against 2.41 times as on 31st March 2023. Further, the coverage
indicators of the company are reflected by interest coverage ratio and debt service
coverage ratio which stood at 1.85 times and 1.69 times respectively as on 31st March 2024
(Prov.) against 4.07 times and 3.35 times respectively as on 31st March 2023. The TOL/TNW
rafio of the company stood at 3.80 times as on 31st March 2024 (Prov.) against 2.83 times as
on 31st March 2023 and DEBT-EBITDA of the company stood at 6.95 times as on 31st March
2024 (Prov.) against 3.39 times as on 31st March 2023. Acuité believes that going forward the
financial risk profile of the company will remain moderate in near to medium term.

Rating Sensitivities

o Any further deterioration in financial risk profile of the company.
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» Any elongation of the working capital cycle leading to deterioration in liquidity and debt
protection mefrices.
« Company's ability to scale it's operations while improving profitability position.

Liquidity Position
Adequate
The liquidity profile of the company is adequate with net cash accruals of Rs. 5.95 Cr. as on

315t March 2024 (Prov.) against the debt repayment obligation of Rs. 0.32 Crore over the
same period. Going forward, the company is expected to generate net cash accruals under
the range of Rs. 9 crore to Rs.11 crore against the debt repayment obligations up to Rs. 1.60
crore over the same period. The current ratio of the company stood constant at 1.00 times as
on 31st March 2024 (Prov.) against 1.01 times as on 31st March 2023. Further, the cash and
bank balance available with the company stood at Rs. 21.52 crore as on 31st March 2024
(Prov.). The increased cash and bank balance is because the company received payment of
the vehicles sold at the end of FY24 (Prov.) which was later adjusted from the limit
outstanding in the first week of April FY25. Acuité believes that going forward the company
will maintain adequate liquidity position due to steady accruals.

Outlook: Stable

Acuité believes that the company will continue to maintain a ‘Stable’ outlook over near to
medium term owing fo its arrangement with KIA Motors and experienced management. The
outlook may be revised to ‘Positive’ in case the company achieves higher than expected
growth in revenues and improvement in profitability, working capital management and
financial risk profile. Conversely, the outlook may be revised to ‘Negative’ in case of a
significant decline in revenues and operating profit margins, or deterioration in the capital
structure and liquidity position on account of higher-than expected working capital
requirements.

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 24 (Provisional) | FY 23 (Actual)
Operating Income Rs. Cr. 560.63 573.17
PAT Rs. Cr. 1.6] 8.36
PAT Margin (%) 0.29 1.46
Total Debt/Tangible Net Worth Times 3.37 2.41
PBDIT/Interest Times 1.85 4.07

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
* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criterio-

53.htm

* Trading Entities: https://www.acuite.in/view-rating-criteria-61.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

Date Instrurr'\\l:rr\rif/F%fcilities Term Amo‘ér:; (R Rating/Outlook
Bank Guarantee (BLR) ?Qﬁq 0.75 ACUITE A3 (Reaffirmed)
3ank Guarantee (BLR) | Jacn 1,50 ACUITE A3 (Assigned)
22 Sep Inventory Funding %grnrg 6.75 | ACUITE BBB- | Stable (Assigned)
2023 Cash Credit xong 0.05 |ACUITE BBB- | Stable [Assigned)
Term Loan %grnrg 12.00 |ACUITE BBB- | Stable (Assigned)
. Long ACUITE BBB- | Stable
Inventory Funding Term 74.25 (Reaffirmed)
. . Lon ACUITE BBB- (Reaffirmed &
Working Capital Term Loan Terrg 4,95 Wi’rhd(rown)
3ank Guarantee (BLR) | acn 0.75 ACUITE A3 (Assigned
12 Aug . Long ACUITE BBB- | Stable
2027 Inventory Funding Term 49.75 (Reaffirmed)
Proposed Long Term Bank | Long 505 ACUITE BBB- | Stable
Facility Term ' (Reaffirmed)
Inventory Funding %grnrg 19.25 |ACUITE BBB- | Stable (Assigned)
Working Capital Term Loan %gprﬁ 4,95 |ACUITE BBB- | Stable (Assigned)
Proposed Long Term Bank | Long .
28 Jul Facility Term 0.05 |ACUITE BBB- | Stable (Assigned)
2021 Inventory Funding %gpr% 49.00 |ACUITE BBB- | Stable (Assigned)
Cash Credit %g{‘rﬁ 1.00 |ACUITE BBB- | Stable (Assigned)
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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.) Rafing
Noft
Bank Not avl.| Not avl. ACUITE A3
state Bankj ¥l /| Guarantee [\O! %H /Not | /Not | Simple | 225
appl (BLR) T appl. | appl. Reaffirmed
Not ACUITE
Not avl.| Not avl.
State Bank| avl. / +INot avl. / . BBB- |
of India | Not Cash CredﬁrNoT appl. éNOIT /ONol’r Simple 0.05 Stable |
appl. PP PP Reaffrmed
Not ACUITE
State Bank| avl. /| Inventory |Not avl./ N?Lg;/l' N?Lg}r/l' Simole 28.00 BBB- |
of India | Not | Funding [Not appl. aool a0l P : Stable |
appl. PPl PPl Reaffirmed
Not ACUITE
State Bank| avl. /| Inventory |Not avl./ N?Lg;/l' N?L(;}/l' Simple 25 00 BBB- |
of India| Not | Funding [Not appl. aool a0l P : Stable |
appl. PP PP Reaffrmed
Not ACUITE
State Bank| avl. /| Inventory |Not avl./ N?Lg;/l' N?Lg}r/l' Simole 28.00 BBB- |
of India | Not | Funding [Notappl| '\ 5 | qool P ' Stable |
appl. PPl PPl Reaffirmed
Not | Proposed ACUITE
Not |avl. /| LongTerm [Not avl. / N?Lg;/l' N?L(;}/l' Simple 4.67 BBB- |
Applicable| Not | Bank  INotappl| (5 | gop) P ' Stable |
appl.| Facility PPl PP Reaffrmed
Not | Proposed ACUITE
Not [avl. /| LongTerm |Not avl. / N?Lg;/l' N?Lg}r/l' Simole 333 BBB- |
Applicable| Not Bank  [Not appl. aool aool P : Stable |
appl.| Facility PPl PPl Assigned
Not ACUITE
Not avl.
State Bank| avl. / 13 Jan 13 Jan . BBB- |
of India | Not 1M LeAN| 2093 | /NOT T 5030 | SMPIE | 733 siapie |
appl. PPl Reaffrmed
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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 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 ifs 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
insfrument rated by Acuité. Please visit hitps://www.acuite.in/fags.htm to refer FAQs on
Credit Rafing.
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