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Kotak Urja Private Limited

Instrument Amount Rating Action
(Rs. crore) March 2016
Fund Based Cash Credit 22.00 [ICRA]B- ; revised from [ICRA]B+
Fund Based Working Capital Term Loan 8.00 [[CRA]B- ; revised from [ICRA]B+
Non-Fund Based Letter of Credit 5.00 [ICRA] A4; Re-affirmed
Non-Fund Based Bank Guarantee 7.00 [ICRA] A4; Re-affirmed
Fund Based/ Non Fund Based 16.57 [ICRA]B- ; revised from [ICRA]B+/ [ICRA]A4 re-
Unallocated affirmed
Total 58.57

ICRA has revised the long-term rating assigned to the Rs. 30.00 crore® fund based limits of Kotak Urja Private
Limited(KUPL) from [ICRA]B+ (pronounced ICRA B plus) to [ICRA]B- (pronounced ICRA B minus)®. ICRA has
also revised the long-term rating assigned to the Rs. 16.57 crore unallocated limits of the company from
[ICRA]B+ (pronounced ICRA B plus)to [ICRA]B- (pronounced ICRA B minus). ICRA has re-affirmed the short-
term rating assigned to the Rs. 12.00 crore non fund based limits and Rs. 16.57 crore unallocated limits at
[ICRA]A4 (pronounced ICRA A four).

Rating Rationale

The ratings revision primarily takes into account the consistent overdrawal in the cash credit facility of the
company and the instances of letter of credit devolvement in the past. ICRA takes note of the stretched liquidity
position of the company on account of delayed payment realizations leading to higher debtor days, which
combined with reduced creditor days, has increased the working capital intensity of the company in FY15 and
9m FY16. This, combined with reduced margins has led to negative cash flow from operations of the company
in FY15. ICRA, however, takes note of the company’s strategy to reduce the receivables by decreasing the
exposure to the government segment and targeting the private sector which resulted in marginal improvement
in FY15. The company also witnessed thin revenue growth in FY15 and no significant growth in revenue is
expected in FY16 on account of a change in company strategy to target clients with better credit profile so as to
reduce the receivables and ease the liquidity pressures. The ratings also take into consideration weak net
margins due to increase in interest expenses, and stretched debt protection metrics with NCA/Total debt of
2.1% and interest coverage ratio of 1.1 during FY15. The solar sector is also exposed to intense competition
with large number of organized/unorganized players which has kept the profitability metrics of KUPL under
pressure.

The ratings, however, continue to favorably factor in the significant track record of the company in the solar
industry since 1997, its established brand, market position and strong in-house research and development
team. Further, the company has a very diversified and strong client base including government, residential and
commercial buyers. The ratings also take into consideration the company’s efforts to reduce the higher
borrowing costs through low cost external commercial borrowings which may boost the company’s profitability
to an extent in the near term. Going forward, the company’s ability to scale-up the operations by keeping in
check the working capital and the profitability will remain the key rating drivers.

Company Profile

Kotak Urja Private Limited (KUPL) is a Bangalore based company and was incorporated in 1997. It is engaged
in the design, development, manufacture, integration, installation, commissioning and after sales service of
various solar photovoltaic (lighting) and solar thermal (heating) applications. KUPL has the facilities to
manufacture solar water heating systems and solar photo-voltaic modules. The company also has a R&D
facility to design & develop new solar photo-voltaic products and provide customized solutions to customers to
suit their requirements.

' 1 crore = 100 lakh = 10 million
% For a complete rating scale and definitions, please refer to ICRA’s website (www.icra.in) or other ICRA rating
publications.
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Recent Results
KUPL reported a profit after tax (PAT) of Rs. 0.14 crore on an operating income (OI) of Rs. 129.21 crore in
FY2015, as against a PAT of Rs. 2.17 crore on an Ol of Rs. 122.66 crore in FY2014.
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