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Amount Outstanding Rating Action
Rs. Crore January 2016
Inventory Funding (LT scale) 26.79 (enhanced from 12.50) [[ICRA]BB-(Stable); upgraded

from [ICRA]B+

Cash Credit (LT scale) 12.50 (enhanced from 7.50) [ICRA]BB-(Stable); upgraded
from [ICRA]B+

Term Loan (LT scale) 0.71 (reduced from 4.24) [[ICRA]BB-(Stable); upgraded
from [ICRA]B+

Unallocated (LT scale) Nil (reduced from 0.76) -

ICRA has upgraded its long term rating on the Rs. 39.29 crore fund based limits and Rs.0.71 crore
term loan of TCS and Associates Private Limited (TCSA) to [ICRA]BB- (pronounced ICRA double B
minus) from [ICRA]B+ (pronounced ICRA B plus). The outlook on the long term rating is ‘Stable’.

The upgrade in ratings takes into account the 22% year-on-year growth in operating income registered
by TCSA in FY15, which has been accompanied by an improvement in the company’s net profit
margins owing to reduced interest cost for the year; the growth in FY16 is however expected to be
relatively moderate. Improved working capital cycle management in FY15 resulted in reduced gearing
and improved coverage indicators, along with a comfortable liquidity position, with the bank limits
remaining moderately utilized through the year.

The rating also takes into consideration the extensive experience of TCSA’s management in the
automobile dealership industry and the benefit it derives from being associated with Maruti Suzuki
India Limited (MSIL). The rating, however, continues to be constrained by the company’s working
capital intensity, which despite the improvement in FY15 remained high, and reliance on bank
borrowings for funding the working capital requirements, which has resulted in a leveraged capital
structure. ICRA also takes note of the competition the company faces from dealers of other passenger
car manufacturers such as Honda Cars India Limited, Hyundai Motors India Limited, Tata Motors
Limited, etc, in the vicinity of the company’s area of operations.

Going forward, the company’s ability to continue to ramp up its scale of operations and register a
sustained improvement in its profitability, while optimally managing its working capital cycle will be the
key rating sensitivities.

Company Profile

TCSA was incorporated in 2002 and is an authorized dealer of MSIL. TCSA is engaged in the sale of
vehicles, spares and also provides after sales support. Presently, the company has two facilities in
Faridabad.

Recent Results

For 2014-15, the company reported an Operating Income (Ol) of Rs.202.94 crore and a net profit of
Rs.1.33 crore, as against an Ol of Rs.166.14 crore and a net profit of Rs.0.99 crore in the previous
year. The company, on a provisional basis, reported an Ol of Rs.142.30 crore for the nine months
ended December 31, 2015.
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