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Flash Distribution Private Limited

Summary of Rated Instruments

Instrument* Rated Amount Rating Action

(in crore)
Non-Fund based 20.96 [ICRA]A4; Outstanding
Cash Credit - Sublimit (15.00) [ICRA]BB(Stable); Outstanding
Fund based 8.00 [ICRA]BB(Stable); Assigned
Unallocated 29.04 (enhanced from 0.04)  [ICRA]BB (Stable); Assigned/Outstanding
Total 58.00

*Instrument Details are provided in Annexure-1

Rating Action

ICRA has assigned the long term rating of [ICRA]BB (pronounced ICRA double B) to the Rs. 8.00 crore
fund based limits and Rs.29.04 crore (enhanced from Rs. 0.04 crore) unallocated limits of Flash
Distribution Private Limited (FDPL). ICRA has a long-term rating of [ICRA]BB outstanding for the Rs.
15.00 crore cash credit (sublimit) facility and a short-term rating of [ICRA]A4 (pronounced ICRA A four)
outstanding for the Rs. 20.96 crore non-fund based limits of FDPL. The outlook on the long-term rating is
‘Stable’.

Rationale

The rating reaffirmation positively factor in the established position of the company as sole authorized
distributor for products of Gionee Communication Equipment Co. Ltd (Gionee) in the South Indian states
of Andhra Pradesh, Telangana, Tamil Nadu, Karnataka, Kerala and Pondicherry and Xiaomi Inc.
(Xiaomi) for the state of Telangana (except Hyderabad), Andhra Pradesh and Tamil Nadu. The ratings
also factor in the healthy revenue growth in 7M FY2018, experience of promoters in mobile distribution
and retail industry, and the company’s potential to scale up the business in the immediate term. The
ratings are however constrained by the moderate financial risk profile of the company as reflected by thin
margins, high gearing, and stretched coverage indicators. The ratings are further constrained by high
vendor concentration with 53% of the total revenue in FY2017 derived from Gionee. ICRA also notes the
highly competitive nature of the industry with growing scale and presence of other mobile phone
manufacturers.

Going forward, the company’s ability to increase its revenues and profitability with increase in the capital
structure and coverage metrics while effectively managing its working capital requirements remains the
key credit rating drivers.
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Key rating drivers

Credit Strengths

e Sole authorised distributor for Gionee mobile products in South India and Xiaomi mobiles in
Telangana, AP and TN provides healthy revenue base for the company - The company is the sole
authorised distributor for Gionee mobiles in South India and Xiaomi smart phones in the state of
Telangana (except Hyderabad), Andhra Pradesh and Tamil Nadu. FDPL is also the authorised
distributor for Samsung for the online market in the region. The company is also into distribution of
other mobile brands like Apple, Celkon and Micromax.

e Experience of the promoters in the mobile distribution and retail industry and demonstrated
ability to grow the business — The promoters own businesses which have been in the mobile
industry and retail industry for over two decades. The company also has an established network of
regional distributors (RD) and retailers spread across five states. The company has established
customer base including retailers like Poorvika Mobiles Private Limited, Sangeetha Mobiles Private
Limited etc. FDPL also has tie ups with ecommerce companies to handle online sales.

e Healthy revenue growth in 7M FY2018 — The sales volume increased after the distribution
agreement with Xiaomi was finalised in March 2017. FDPL has reported sales of Rs. 624.47 crore as
on October 31, 2017.

Credit Weaknesses

e Vendor concentration risk— The top two vendors contributed 75% of the total revenues in FY2017
and ~94% in 7M FY2018. Given the highly competitive and unpredictable nature of the sector, the
revenue of the company would be impacted if demand for the vendor’s mobile phones were to go
down.

e Low profitability of the business inherent to the trading nature — The operating margin of FDPL
had been low at 0.97% in FY2017 given the trading nature of business.

e Stretched capital structure and coverage indicators - The total debt as on March 31, 2017 consists
majorly of working capital borrowings of Rs 22.00 crore and interest free unsecured loans from
promoters of Rs 10.58 crore. The company’s gearing has been high at 4.80 times as on March 31,
2016 owing to high borrowings and low net worth. Low profitability and high debt levels affected the
company’s coverage indicators in FY2017 — interest coverage at 2.12 times, Total Debt/OPBDITA at
10.99 times and NCA/Total Debt at 37%.

Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated
below.

Links to applicable criteria
Corporate Credit Rating Methodology

About the Company:

Flash Distribution Private Limited (FDPL) was incorporated as a private limited company in 2016 with an
aim to provide distribution solutions for mobile phone brands across Andhra Pradesh, Tamil Nadu,
Telangana, Karnataka, Kerala and Pondicherry. The company was appointed as the sole authorized
distributor for Gionee products in South India during 2016. It is also the sole authorized distributor for
Xiaomi smart phones in Telangana (except Hyderabad), Andhra Pradesh and Tamil Nadu. FDPL is also
engaged in distribution of mobile phones of other brands such as Apple, Samsung, Celkon and Micromax.


https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
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Key Financial Indicators: (Audited)

Particulars FY2017
Operating Income (Rs. crores) 305.02
Net Profit (Rs. crores) 0.79
OPBITDA/QOI (%) 0.97%
RoCE (%) 14.79%
Total Debt / Tangible Net worth (times) 4.80
Total Debt / OPBITDA (times) 10.99
Interest coverage (times) 212
NWC/OI (%) 12%

Source: AM and ICRA research; OPBITDA: Operating profit before interest depreciation and tax

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History for last three years:

Table: Rating History

Name of

Current Rating

Chronology of Rating History for the

past 3 years

Rated

Month-year &

S.No | Instrument Type amount Rating Y2017 FY2016 FY2015
(Rs.
December
Crores) 2017 March 2017 - -
1 Non-Fund Short
Based Tarm 20.96 [ICRA]A4 [ICRA]A4 - -
2 | Cash Credit | Long (15.00) [ICRA]BB [ICRA]BB ) )
— Sublimit Term ' (Stable) (Stable)
3 Long [ICRA]BB i ) )
Fund based Term 8.00 (Stable)
4 Long [ICRA]BB [ICRA]BB i i
Unallocated |- oy | 29.04 (Stable) (Stable)

Complexity level of the rated instrument:
ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly
Complex". The classification of instruments according to their complexity levels is available on the

website www.icra.in



http://www.icra.in/
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Annexure-1
Details of Instrument
Name of the Date of Coupon | Maturity | Size of the issue | Current Rating and Outlook
instrument issuance rate Date (Rs. Cr)
Non-Fund - - -
Based 20.96 [ICRA]JA4
Cash Credit — - - -
Sublimit (15.00) [ICRA]BB(Stable)
Fund based - - - 8.00 [ICRA]BB(Stable)
Unallocated - - - 29.04 [ICRA]BB(Stable)

Source: Flash Distribution Private Limited (FDPL)
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Contact Details
Name and Contact Details of the Rating Analyst(s):

Analyst Contacts
K Ravichandran Srinivasan R
+91 44 4596 4301 +91 44 4596 4315
ravichandran@icraindia.com r.srinivasan@icraindia.com
Nithya Debbadi Sai Kireeti SK
+91 40 4067 6515 +91 40 4067 6530
nithya.debbadi@icraindia.com sai.thirumala@icraindia.com

Name and Contact Details of Relationship Contacts:

Jayanta Chatterjee
+91 80 4332 6401
jayantac@icraindia.com

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and
financial services companies as an independent and professional investment Information and Credit
Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a
Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock
Exchange. The international Credit Rating Agency Moody’s Investors Serviceis ICRA’s largest
shareholder.

For more information, visit www.icra.in
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Contents may be used freely with due acknowledgement to ICRA

ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to
a process of surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current
opinion on the relative capability of the issuer concerned to timely service debts and obligations, with reference to the instrument
rated. Please visit our website www.icra.in or contact any ICRA office for the latest information on ICRA ratings outstanding.
All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable, including
the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information provided by it. While
reasonable care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any
warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the accuracy,
timeliness or completeness of any such information. Also, ICRA or any of its group companies may have provided services other
than rating to the issuer rated. All information contained herein must be construed solely as statements of opinion, and ICRA
shall not be liable for any losses incurred by users from any use of this publication or its contents.
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