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Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

CARE has been seeking information from Vinayak Cars Private Limited to monitor the rating vide e-mail communications dated
July 19, 2020, July 30, 2020, August 4, 2020, August 13, 2020 and numerous phone calls. However, despite our repeated
requests, the company has not provided requisite information for monitoring the rating. In line with the extant SEBI
guidelines, CARE has reviewed the rating on the basis of the best available information which however, in CARE’s opinion is
not sufficient to arrive at a fair rating. The rating on Vinayak Cars Private Limited bank facilities will now be denoted as CARE
B; Stable; ISSUER NOT COOPERATING*

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise caution while using
the above rating.

The ratings have been revised on account of absence of information on company’s operational & financial performance and
other critical data related to the business profile of the Company post the last review. Further, CARE is unable to carry out the
due diligence exercise with the lenders & auditors and therefore is unable to assess the company’s ability to service the debt
obligations.

Detailed description of the key ratingdrivers
At the time of last rating on November 7, 2019 the following were the rating strengths and weaknesses

Key Rating Weaknesses

Moderation in operational performance and weak financial risk profile: The operations of VCPL moderated during FY19 due
to the exit of Benelli from India, however post the re-entry of the group, the company clocked sales of Rs.2 Cr for Jan-Mar ’19.
But, the operations of the company moderated further due to prevalent auto industry slowdown and uncertainties regarding
government regulations. With this the total operating income showed a marginal decline of 5.44% from Rs.127.66 crores in
FY18 to Rs.120.71 crores in FY19. In H1FY19, the sale of Yamaha 2 wheelers and Skoda cars were hit, yet performed relatively
well in the Benelli segment. For H1FY19, the company clocked turnover of Rs. 43.4 Cr. In FY19, the company’s margin fell at
PBILDT level from 3.40% in FY18 to 2.06% in FY19. Company reported thin PAT margin of 0.39% in FY19 after adjusting the
extra-ordinary income of Rs. 2.71 Cr against net losses in FY18. The interest coverage ratio deteriorated from 1.23x in FY18 to
0.74x in FY19.

Stretched liquidity position: VCPL heavily depends on working capital borrowings and high inventory holding period as the
company needs to keep sufficient inventory for display. The company has Rs. 17 Cr inventory funding and Rs. 10 Cr cash credit
facility. The working capital cycle of the company deteriorated to 88 days in FY19 (PY: 77 days) attributable to higher inventory
holding period with increasing demand for the new launches and a high receivable days. The average CC utilisation of the
company for the 12-month period ended Sep, 2019 was 85%.

Prospects linked to performance of its principals and intense competition in the dealership market: VCPL is an authorized
dealer of Skoda, Yamaha and Benelli which makes the company vulnerable to the risk of change in policy by the principal with
regards to the dealership. Accordingly, the financial risk profile of the company has a high degree of correlation with the
performance of its principal’s vehicles in the market and their ability to launch new products as per the market dynamics.
Further, VCPL is also exposed to competition from the products of other OEMs and dealers operating in the same region.

1Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE publications
*Issuer did not cooperate; Based on best available information
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Cyclical nature of the Automobile Industry: The auto industry is inherently vulnerable to the economic cycles and is sensitive
to the interest rate environment, level of fuel prices and monsoon. The Indian automobile industry is expected to face
disruptions in the supply chain with raw material shortage in the coming months in terms of increased costs as well as
unavailability of such components. Also, the impact is expected to be higher in case of electric vehicle components as India
relies heavily on imported electronics and cells. Due to this pandemic many OEMs has cut down productions and laid off
workers. Improvement of macro-economic factors like revival of industrial production, lowering of interest rates, rise in
disposable income will help in attaining the consumer confidence and will help in improving the credit profile of auto mobile
dealers.

Key Rating Strengths

Experienced Promoters having a decade long track record of operations: Mr. Suresh Bafna, the MD and CEO, has a decade of
experience in the auto dealership industry. Vinayak Cars Private Limited (VCPL) is part of the Vinayak group venturing into
dealership of Skoda, Benelli, Yamaha and TATA commercial motors. The group also had a dealership of Hyundai cars till August,
2017. VCPL has two Skoda showrooms, one showroom each of Yamaha and Benelli and two Skoda workshops in Bangalore.

Established presence in auto dealership market with diversified revenue profile: VCPL started with Skoda Dealership in 2007
in Bangalore and Yamaha in 2014 & Benelli in 2015 to their portfolio. In terms of market share, VCPL has 50% in the sales of
Skoda cars, 90% in Benelli and around 6% in Yamaha 2 wheelers in Bangalore. The company sold 803 cars (PY: 782 cars) and
1701 two wheelers (PY: 1928) in FY19. The sale of Skoda cars remains the major contributor to the total revenue given the high
ticket size. In FY19, Benelli sales dropped due to the exit of DSK Benelli in February 2018, however, in August 18 the Benelli
group re-entered the Indian market through M-o0-U with Hyderabad based Mahavir group. In H1FY20, the sale of Benelli bikes
improved following new launches and VCPL sold 88 bikes. However, the sale of Yamaha 2 wheelers and Skoda fell due to muted
demand uncertainty regarding BS VI vehicles and overall economic slowdown. The service income and sale of spare parts
accounted for 22% and 33% of the revenue in FY19 & H1FY20.

Analytical approach: Standalone

Applicable Criteria

Policy in respect of Non-cooperation by issuer
Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition
Financial Ratios - Non Financial Sector

About the Company

Vinayak cars Private Limited (VCPL) was incorporated in 2007 and is headed by Mr. Suresh Kumar Bafna. The company is
engaged in the business of auto-dealership for Skoda and bike dealership of Yamaha and Benelli. The company has 4
showrooms (2 showrooms for Skoda and one each for Yamaha & Benelli) and 2 workshops for Skoda cars, all located in

Bengaluru.
Brief Financials (Rs. crore) FY18 (A) FY19 (A)
Total operating income 127.66 120.71
PBILDT 4.34 2.48
PAT -0.14 0.47
Overall gearing (times) 10.33 7.74
Interest coverage (times) 1.23 0.74

A: Audited

Status of non-cooperation with previous CRA: Acuite Ratings and Research Limited continues to place ratings of Vinayak Cars
Private Limited as the issuer/borrower failed to submit relevant information before due date.

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/ facilities is given in
Annexure-3

Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2
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Annexure-1: Details of Instruments/Facilities

Name of the ISIN Date of Coupon Maturity | Size of the |[Rating assigned along with
Instrument Issuance Rate Date Issue Rating Outlook
(Rs. crore)
Fund-based — - - - - 10.00 CARE B; Stable; ISSUER NOT
LT-Cash Credit COOPERATING* Issuer not

cooperating; Based on best
available information

*Issuer did not cooperate; Based on best available information

Annexure-2: Rating History of last three years

Sr. Name of the Current Ratings Rating history
No. Instrument/Bank |Type| Amount Rating Date(s) & Date(s) & Date(s) &|Date(s) & Rating(s)
Facilities Outstanding Rating(s) Rating(s) Rating(s) assigned in 2017-
(Rs. crore) assigned |assigned in 2019- assigned in 2018
in 2020- 2020 2018-
2021 2019
1. [Fund-based - LT- LT 10.00 CARE B; Stable - 1) CARE B+; |1)CARE B+;1)CARE BB-
Cash Credit ISSUER NOT| Stable (7-Nov-19)|Stable (274;Stable (30-Jan-
COOPERATING* Dec- 18) 18)
Issuer not

cooperating;
Based on best
available

information

*Issuer did not cooperate; Based on best available information
Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not Applicable

Annexure 4: Complexity level of various instruments rated for this company

Sr. No. Name of the Instrument Complexity Level
1. Fund-based - LT-Cash Credit Simple

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This
classification is available at www.careratings.com. Investors/market intermediaries/requlators or others are welcome to write
to care@careratings.com for any clarifications.

3 I CARE Ratings Limited



R Ratings
Professsanal Rk Opinsan

Press Release

Contact us
Media Contact
Mr. Mradul Mishra
+91-22-6837 4424
mradul.mishra@careratings.com

Analyst Contact

Mr. Himanshu Jain
08046625528
Himanshu.jain@careratings.com

Relationship Contact

Mr. Nitin Kumar Dalmia
080-46625555
nitin.dalmia@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.

Disclaimer

CARE’s 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.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate and reliable.
CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not responsible for
any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo 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 is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’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.careratings.com
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