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Facilities/Instruments | Amount (X crore) | Rating Action
Long Term Bank Facilities 2.25 CARE BB+; Stable Assigned
Long Term / Short Term Bank Facilities 92.75 CARE BB+; Stable / CARE A4+ Assigned

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The ratings assigned to the bank facilities of Gulzar Motors Private Limited (GMPL) factors in low profitability margins of the
company associated with dealership business, its leveraged capital structure owing working capital-intensive nature of operations
which is primarily financed using external debt. The ratings also take cognizance of inherent competition from other Original
Equipment Manufacturer (OEM) dealers, limited bargaining power and cyclical nature of auto industry. However, the ratings draw
strength from growing scale of operations of the company. Further, the ratings also factor in the established track record of
operations and long-with standing association with Maruti Suzuki India Limited (MSIL).

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

e Scaling up of operations, with total operating income (TOI) more than Rs. 380 crores coupled with (Profit Before Interest,
Lease, Depreciation, and Tax) PBILDT margin above 4.00% on sustained basis.
e Improvement in solvency position as reflected by overall gearing below 1.25 times on sustained basis.

Negative factors

e Any deterioration in operational performance of the company as marked by TOI below Rs. 250 crore along with the PBILDT
margin below 2.20% on a sustained basis.

e  Any further deterioration in capital structure due to increased dependence on working capital borrowing as marked by overall
gearing above 3.70x on a sustained basis.

Analytical approach: Standalone

Outlook: Stable
CARE Ratings Limited (CareEdge Ratings) believes that GMPL will sustain growth in its operational performance and continue to

derive benefit from its long-standing association with MSIL.

Detailed description of key rating drivers:

Key weaknesses
Established track record of operations and long-standing association with MSIL: Harkirat Singh, Wholetime Director of

GMPL, has been associated with automobile dealership business for nearly three decades. The dealership operations are
professionally managed at each location, with Harkirat Singh overseeing the Arena segment and Ramneek Baweja looking after
the operations of Nexa segment. GMPL has been associated with MSIL for over two decades and currently operates at different
locations in Punjab.

Growing scale of operations albeit low profitability margins associated with dealership business: The total operating
income of the company grew at a Compound Annual Growth Rate (CAGR) of ~14% in the past five years ended FY25 to Rs.
334.13 crore. The growth in scale is attributed to the consistent expansion through the establishment of new showrooms, coupled
with rising demand for passenger vehicles. The company generates revenue from the sales of new cars and used cars which
contributes to ~90% TOI, balance 10% pertains to sales of spares parts and workshop income. However, the profitability margins
of the company remain low owing to inherent risks associated with the trading nature of the auto dealership business. The PBILDT
and PAT (Profit After Tax) margin of the company remain low at 2.70% and 1.00% respectively during FY25. Further, the margins

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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are expected to improve going forward, supported by higher operating income. This growth is driven by the addition of new
outlets, the launch of new models by MSIL, and increasing demand for passenger vehicles.

Key strengths

Leveraged capital structure: The company’s capital structure remained leveraged marked by overall gearing of 3.31x as on
March 31, 2025 (PY: 3.03x), primarily due to a high working capital borrowing driven by the growth in scale of operations and
higher inventory requirements. Going forward, the capital structure is expected remain in similar range owing to higher working
capital requirements.

Working capital intensive nature of operations: GMPL’s operations are inherently working capital-intensive, as the company
requires to maintain a high inventory of vehicles and spare parts to meet customer demand to meet customer demand and
mitigate risks arising from supply chain disruptions. The capital is often tied up in inventory, making efficient inventory
management crucial for sustaining liquidity and operational stability. The company’s average inventory holding period stood at 33
days at the end of FY25 (PY: 28 days). Going forward, the company’s inventory holding requirements may increase due to higher
sales targets from OEMs, making the company’s ability to effectively manage its working capital a key factor to monitor.

Inherent competition and cyclical nature of the auto industry: The company is exposed to competition from the products
of other OEM’s and dealers operating in the same region. In order to capture the market share, the auto dealers’ offer better
buying terms like allowing discounts on purchases. Accordingly, the company has to resort to offering better buying terms like
allowing discounts to capture the market share. Such discounts create margin pressure and negatively impact the earning capacity
of the company. However, the company’s association with its customers, its established network helps it to sustain the competition
to an extent and maintain its strong market position in the region. Furthermore, the auto industry is inherently vulnerable to the
economic cycles and is highly sensitive to the interest rates and fuel prices. The company thus faces significant risks associated
with such cyclical nature of the auto industry.

Limited bargaining power with principal automobile manufacturer: GMPL's business model is largely in the nature of
trading wherein profitability margins are low. Moreover, dealers have less bargaining power over principal manufacturer.
Furthermore, the fortunes of the company are directly linked to its supplier. This also exposes the company’s revenue growth and
profitability to its supplier’s future growth prospects. Any impact on business and financial profile of the manufacturer will also
have an impact on the growth prospects of the company.

Liquidity: Stretched

The company has earned gross cash accruals (GCA) of Rs. 4.17 crore during FY25 and is projecting to generate GCA of around
Rs. 4.34 crores for FY26 against the scheduled repayment obligations of Rs. 1.65 crores for FY25. The current ratios stood at a
moderate level of 1.14x as on March 31, 2025. The operating cycle has deteriorated to 72 days during FY25 as against 58 days
during FY24. The average working capital utilisation remained almost 80-90% utilised throughout the year.

Assumptions/Covenants: Not Applicable

Environment, social, and governance (ESG) risks: Not Applicable

Applicable criteria
Definition of Default
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Financial Ratios — Non financial Sector
Auto Dealer
Short Term Instruments

About the company and industry

Industry classification

Macroeconomic indicator Sector " Industry Basic industry
Consumer Discretionary Automobile and Auto Components Automobiles Auto Dealer

Incorporated on February 26, 1996, GMPL, is a private limited company promoted by Harkirat Singh. Since its inception, GMPL
has been an authorized dealer of MSIL. The company is engaged in the sales of cars, car accessories, spare parts, and pre-owned
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vehicles. The company has Arena and Nexa showrooms. Currently, GMPL operates five showrooms, and four workshops located
in Dholewal, Firozpur Road, Raikot, and Doraha in Punjab, India. The company is opening three new sales counters at Khanna,
Hathoor, and Meharban.

Brief Financials (X crore) \ March 31, 2023 (A) March 31, 2024 (A) \ March 31, 2025 (UA)

Total operating income 251.94 309.24 334.13
PBILDT 5.95 7.29 9.02
PAT 2.52 3.05 3.34
Overall gearing (times) 2.71 3.03 3.31
Interest coverage (times) 1.51 1.61 1.44

A: Audited UA: Unaudited; Note: these are latest available financial results

Status of non-cooperation with previous CRA: CRISIL, Brickwork, and Infomerics have conducted the review on the basis
of best available information and has classified the GMPL as “Not cooperating” vide its press releases dated July 12, 2024, May
30, 2024, and May 16, 2025, respectively.

Any other information: Not Applicable

Rating history for last three years: Annexure-2
Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Name of the Date of Coupon Maturity Size of the Ry Ass_l gned
Instrument RSEi Issuance Rate (%) Date e S I

(X crore) Outlook
Fund-based - LT-Term Loan - - - March 2030 2.25 CARE BB+; Stable
Fund-based - LT/ ST-Working CARE BB+; Stable /

- - - - 92.75 CARE Ad+

Capital Limits

Annexure-2: Rating history for last three years
Current Ratings Rating History

Date(s) Date(s) Date(s) Date(s)
Name of the Amount and and and EN
II:nsFr_u_ment/ Bank Type Outstanding = Rating Rat_ing(s) Rat_ing(s) Rat_ing(s) Rat_ing(s)
acilities (X crore) assigned assigned assigned | assigned
in 2025- in 2024- in 2023- | in 2022-
2026 2025 2024 2023
CARE
Fund-based - LT/ BB+;
1 ST-Working Capital LT/ST 92.75 Stable / - - - -
Limits CARE
A4+
) Fund-based - LT- T 225 SQEI,E ) ) ) )
Term Loan
Stable

LT: Long term; LT/ST: Long term/Short term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not Applicable

Annexure-4: Complexity level of instruments rated

Sr. No. \ Name of the Instrument Complexity Level \
1 Fund-based - LT-Term Loan Simple
2 Fund-based - LT/ ST-Working Capital Limits Simple
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Annexure-5: Lender details

| To view the lender wise details of bank facilities please click here |

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the Reserve Bank of India.
With an equitable position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help
corporates raise capital and enable investors to make informed decisions. With an established track record of rating companies
over almost three decades, CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical
expertise, backed by the methodologies congruent with the international best practices. CARE Ratings has played a pivotal role
in developing bank debt and capital market instruments, including commercial papers, corporate bonds and debentures, and
structured credit. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). Ratings 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. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge Ratings 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. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CARE and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge Ratings do not factor in any rating-related trigger
clauses as per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are
introduced and triggered, the ratings may see volatility and sharp downgrades. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2025, CARE Ratings Limited. All Rights Reserved.
This content is being published for the purpose of dissemination of information. Any use or reference to the contents herein on an “as-is” basis is permitted with due
acknowledgement to CARE Ratings. Reproduction or retransmission in whole or in part is prohibited except with prior written consent from CARE Ratings.

For detailed Rating Report and subscription information, please visit www.careratings.com
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