
                      
                       Press Release 
 

1 CARE Ratings Limited 

 

Amtek Auto Limited 
May 05, 2022 

Ratings 

Facilities/Instruments 
Amount 

(Rs. crore) 
Rating1 Rating Action 

Long-term / Short-term 
Bank Facilities 

50.00 
CARE BBB-; Stable / CARE A3 

(Triple B Minus; Outlook: Stable/  
A Three) 

Assigned 

Total Bank facilities 
50.00 

(Rs. Fifty crore only) 
  

Non-convertible debenture 150.00 
CARE BBB-; Stable  

(Triple B Minus; Outlook: Stable) 
Assigned 

Total Long-Term 
Instruments 

150.00 
(Rs. One hundred fifty 

crore only) 
  

 
Detailed Rationale & Key Rating Drivers 
The ratings assigned to the bank facilities and debt instrument of Amtek Auto Limited (AAL) derive strength from the 
resourceful investor with substantial financial support, experienced management and its reputed clientele. The ratings also 
factor in expectation of an improvement in operational performance of AAL with expectation of the company gradually regaining 
a part of lost market share, on the back of sound management team put in place and promoter’s financial support for required 
capex and working capital requirements. The rating strengths are, however, tempered by limited track record post recent 
change in management, high customer concentration, expectations of net losses in medium term due to higher capital charge 
and the company’s exposure to cyclical automobile industry. 
 
Rating Sensitivities 
Positive Factors – Factors that could lead to positive rating action/upgrade:  
• Sustainable turnaround in operations with company turning positive at net level 
• Improvement in capital structure and liquidity position to reduce reliance on support from promoters 
Negative Factors – Factors that could lead to negative rating action/downgrade: 
• Slower than expected turnaround in operational performance 
• Lower than envisaged financial support from promoters 

 
Detailed description of the key rating drivers 
Key Rating Strengths 
Resourceful investor with substantial financial support: AAL has been acquired by Deccan Value Investors (DVI) under 

the Insolvency proceedings. Promoted by Mr Vinit Bodas in November 2004, DVI is USA based hedge fund which manages 
funds aggregating USD 3 billion across the USA, France, Italy, India and Vietnam. DVI USA has infused upfront funds of Rs.500 
crore for 90% stake in AAL while it has also subscribed for Rs.400 crore of NCDs. DVI has plans to infuse long term funds of 
Rs.150 crore in AAL for capital expenditure and working capital requirements though proposed NCDs.  
 
Experienced management: AAL is led by Mr Romesh Kaul, MD of the company. He has a vast experience of 39 years in 
capital goods and automotive industries and has worked with Mahindra & Mahindra and Whirlpool India. Further, the other 
members of board of AAL comprises of eminent industry experts and professionals. CARE believes that the sound management 
team put in place after the change in control is expected to help the company regain some of the lost market share and ramp 
up the operations.  
 
Reputed clientele albeit customer concentration: AAL has established long-standing relationship with its clients over the 
year however, the same has been impacted to some extent as AAL entered Corporate Insolvency Resolution Process (CIRP). 
With declining exports, sales from top 10 customers have increased to around 80% in FY21 from 56% in FY20. Further, sales 
volume from key customers has also declined in the past three years. Going forward, the company’s ability to regain business 
and grow sales volumes from key customers would remain key monitorable. 
 
Expectation of gradual improvement in operational performance: Due to declining trend of sales post induction of AAL 
under CIRP, PBILDT margin of the company also witnessed decline which remained -3.72% in FY21. However, TOI of the 
company is expected to grow during FY22-FY24 backed by expectations of AAL gaining back lost market share with OEMs. With 
growth in TOI, PBILDT margin is expected to improve progressively to 7% in FY24.  
 

                                                           

1Complete definitions of the ratings assigned are available at www.careedge.in and in other CARE publications. 

http://www.careratings.com/
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Key Rating Weaknesses 
Limited track record post recent change in management: As DVI took over AAL in December 2021, there is short track 
record post change in promoters. Hence, ability of new management to turnaround operational performance of the company on 
a sustained basis remains to be seen. 
 
Expectations of net losses in medium term: With de-growth in sales, declining profitability margin, impairment / 
diminution in the carrying value of all of its assets post CIRP, net worth of the company got eroded significantly. Post 
implementation of resolution plan, net worth base of the company stood at Rs.549 crore as on December 08, 2021 as against 
negative net worth base of Rs.10,989 crore as on March 31, 2021. AAL has moderate leverage with overall gearing of 1.28x as 
on December 08, 2021. With expected loss during FY22-FY24 due to higher depreciation charge, net worth base is expected to 
decline and consequently, gearing is expected to increase. However, majority of debt pertains to NCDs issued to promoters with 
longer maturity profile which lends some comfort. 
Debt coverage indicators marked by PBILDT interest coverage is expected to remain moderate over 4x during projected period. 
Moreover, Total debt/PBILDT which is presently very high due to high debt level and lower operating profitability, is expected to 
improve going forwards. 
 
Exposure to cyclicality in demand in automobile industry: Automotive industry is subjected to cyclical variations in 
performance and is very sensitive to various policy changes. AAL’s performance remains closely aligned to the performance of 
key customers and in-turn exposed to cyclical demand patterns inherent to the automobile industry and ability of the OEMs to 
sustain their operating performance. Following the economic fallout led by the Covid-19 pandemic, domestic as well as global 
auto sales were impacted. Moreover, recent supply chain constraints such as the semiconductor shortage have again resulted in 
temporary hiccups. Further, AAL’s PBITDA margin is susceptible to increasing raw material prices as well as higher logistics cost 
part of which can be passed with a lag of one-to-two quarters.  
 
Industry growth prospects 
Domestic automobile sales volume in FY22 witnessed 6% de-growth over FY21 mainly due to ~11% decline in two-wheeler 
sales. However, PV and CV segment grew by ~13% and ~26% respectively during same period. In near term, domestic 
automobile sales are expected to be impacted by the increased cost of ownership, driven by higher commodity prices (both raw 
material prices as well as oil prices) and increase in insurance costs, and global semi-conductor shortage, driven by supply chain 
issues & geopolitical tensions. This will be partially offset by the easing of the pandemic led restrictions, normal monsoons 
forecast and new launches by the OEMs. 
 
Liquidity: Adequate 
The liquidity of AAL remains adequate as company is expected to generate sufficient cash for interest servicing post 
restructuring. Moreover, the company doesn’t have any term debt repayment obligations and NCDs have tenor of 7 years which 
provides cushion till the time sufficient cash accruals are built. Further, liquidity of the company is supported by need based 
support from DVI. Further, routine and modernization capex would be funded by proposed NCDs. 

 
Analytical Approach: Standalone 
 
Applicable Criteria 

Policy on default recognition 
Financial Ratios – Non financial Sector 
Criteria for Short Term Instruments 
Liquidity Analysis of Non-financial sector entities 
Rating Outlook and Credit Watch 
Auto Ancillary Companies 
Manufacturing Companies 
CARE’s Policy on Curing period 

 

 
About the company 
AAL is engaged in manufacturing of various automotive machined and forged components range from engine, transmission, 
driveline to chassis. The company caters to OEMs in diverse segments including passenger vehicles, commercial vehicles, 
tractors, two-wheelers and three-wheelers. The company has 14 manufacturing plants located across 5 states in India. It went 

into CIRP vide order dated July 24, 2017 passed by the Hon’ble National Company Law Tribunal (NCLT), Chandigarh Bench. The 
CIRP culminated into the approval of resolution plan submitted by DVI USA by the NCLT vide Order dated July 09, 2020. 
Subsequently, the resolution plan was implemented on December 8, 2021. 

https://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_Sep%202021.pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector_March2021.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Short%20Term%20Instruments%20_Feb2021.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non%20-%20Financial%20Sector%20entities_May2020.pdf
https://www.careratings.com/pdf/resources/Rating%20Outlook%20and%20credit%20watch_May2020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology-Auto%20Ancillary%20Companies_July2020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology-Manufacturing%20Companies_December2020.pdf
https://www.careratings.com/pdf/resources/Policy%20on%20curing%20period.pdf
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(Rs. Crore) 

Brief Financials FY20 (A)  FY21 (A) 9MFY22 (UA) @ 

Total operating income  744.73 438.76 323.94 

PBILDT -2.32 -16.31 4.58 # 

PAT  -1,082.09 -484.12 1773.05 

Overall Gearing (times) NM NM NA 

PBIDLT Interest coverage (times) -ve -ve 1.07 

A: Audited; UA: Un Audited; NA: Not available; NM: Not meaningful 
# adjusted PBILDT calculation (reconciliation by reducing expenses pertain to business resolution) 
@ Refers to period from April 01 2021 to December 08, 2021  
 
Status of non-cooperation with previous CRA: Not Applicable 
 
Any other information: Not Applicable 
 
Rating history (Last three years): Please refer Annexure-2 
 
Covenants of rated instrument/facility: Detailed explanation of covenants of the rated instruments/facilities is given 
in Annexure-3 
 
Complexity level of various instruments rated for this company: Please refer Annexure-4 
 
Annexure-1: Details of Instruments/ Facilities 

Name of the 
Instrument 

ISIN 
Date of 

Issuance 
Coupon 

Rate 
Maturity 

Date 
Size of the Issue 

(Rs. crore) 
Rating assigned along 
with Rating Outlook 

Fund-based - LT/ ST-Bill 
Discounting/ Bills 
Purchasing 

 - - - 50.00 
CARE BBB-; Stable / 

CARE A3 

Debentures-Non 
Convertible Debentures 

 - - - 150.00 CARE BBB-; Stable 

 
Annexure-2: Rating history of last three years  

Sr. 
No. 

Name of the 
Instrument/ 
Bank 
Facilities 

Current Ratings Rating history 

Type 
Amount 

Outstanding 
(Rs. crore) 

Rating 

Date(s) & 
Rating(s) 

assigned in 
2022-2023 

Date(s) & 
Rating(s) 

assigned in 
2021-2022 

Date(s) & 
Rating(s) 

assigned in 
2020-2021 

Date(s) & 
Rating(s) 

assigned in 
2019-2020 

1 
Fund-based - LT/ ST-
Bill Discounting/ Bills 
Purchasing 

LT/ 
ST 

50.00 
CARE BBB-; 

Stable /  
CARE A3 

    

2 
Debentures-Non 
Convertible 
Debentures 

LT 150.00 
CARE BBB-; 

Stable 
    

 
Annexure-3: Detailed explanation of covenants of the rated instrument / facilities:  

Name of the 
Instrument 

Detailed explanation 

A. Financial covenants NA 

I  

Ii  

B. Non financial covenants NA 

I  

Ii  

 
Annexure-4: Complexity level of various instruments rated for this Company 

Sr. No. Name of the Instrument Complexity Level  

1. Fund-based - LT/ ST-Bill Discounting/ Bills Purchasing Simple 

2. Debentures-Non Convertible Debentures Simple 

 
Annexure 5: Bank Lender Details for this company 
To view the lender wise details of bank facilities please click here  
 

https://www.careratings.com/Bankdetails.aspx?Id=ToXmumzqPpEsfD0+I4vACw==
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Note on complexity levels of the rated instrument: CARE Ratings Ltd. has classified instruments rated by it on the basis 
of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any 
clarifications. 

Contact us 
Media Contact  
Name: Mradul Mishra  
Contact no.:  +91-22-6754 3573 
Email ID: mradul.mishra@careedge.in  
                                                                   
Analyst Contact 
Name: Ajay Kumar Dhaka 
Contact no.: 8826868795 
Email ID:  ajay.dhaka@careedge.in  
 
Relationship Contact  
Name: Swati Agrawal 
Contact no.: +91-11-4533 3200 
Email ID: swati.agrawal@careedge.in  
 
About CARE Ratings Limited: 
Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and 
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the 
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide 
array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by 
knowledge and assessment provided by the company.  
With an established track record of rating companies over almost three decades, we follow a robust and transparent rating 
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best 
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including 
CPs, corporate bonds and debentures, and structured credit.   
 
Disclaimer 
The ratings issued by CARE Ratings Limited are opinions on the likelihood of timely payment of the obligations under the rated 
instrument and are not recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or 
hold any security. These ratings do not convey suitability or price for the investor. The agency does not constitute an audit on 
the rated entity. CARE Ratings Limited has based its ratings/outlooks based on information obtained from reliable and credible 
sources. CARE Ratings Limited does not, however, guarantee the accuracy, adequacy or completeness of any information and is 
not responsible for any errors or omissions and the results obtained from the use of such information. Most entities whose bank 

facilities/instruments are rated by CARE Ratings Limited have paid a credit rating fee, based on the amount and type of bank 
facilities/instruments. CARE Ratings Limited or its subsidiaries/associates may also be involved with other commercial 
transactions with the entity. In case of partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings Limited 
is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The 
rating/outlook may undergo a change in case of withdrawal of capital or the unsecured loans brought in by the 
partners/proprietor in addition to the financial performance and other relevant factors. CARE Ratings Limited is not responsible 
for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.  
 
Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve 
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the 
ratings may see volatility and sharp downgrades. 
 

**For detailed Rationale Report and subscription information, please contact us at www.careedge.in 
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