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Sona Koyo Steering Systems Limited  

March 21, 2018 

 

Summary of rated instruments  

Instrument* 
Previous Rated Amount  
(Rs. crore) 

Current Rated Amount 
(Rs. crore) 

Rating Action 

Cash Credit 81.35 81.35 
[ICRA]AA (Stable); Upgraded 
from [ICRA]AA-(Positive) 

Term Loans  244.99 193.16 
[ICRA]AA (Stable); Upgraded 
from [ICRA]AA-(Positive) 

Short-term Non-Fund based  55.00 40.00 [ICRA]A1+; Reaffirmed 

Short-term Fund Based 52.50 52.50 [ICRA]A1+; Reaffirmed 

Commercial Paper 15.00 15.00 [ICRA]A1+; Reaffirmed 

Long-term Unallocated 74.95 126.78 
[ICRA]AA (Stable); Upgraded 
from [ICRA]AA-(Positive) 

Short-term Unallocated 0.00 15.00 [ICRA]A1+; Reaffirmed 

Total  523.79 523.79  
*Instrument details are provided in Annexure-1 

Rating action  

ICRA has upgraded the long-term rating to [ICRA]AA (pronounced ICRA double A) from [ICRA]AA- (pronounced ICRA 

double A minus) for the cash credit facilities, term loans and unallocated limits of Sona Koyo Steering Systems Limited 

(‘SKSSL’ or ‘the company’). ICRA has also reaffirmed the short-term rating of [ICRA]A1+ (pronounced ICRA A one plus) for 

the short-term fund-based limits, short-term non-fund based limits, commercial paper and short-term unallocated limits 

of SKSSL. The outlook on the long term rating is revised to ‘Stable’ from ‘Positive’. 

Rationale 

The upgrade in rating favourably factors in the ongoing amalgamation process of SKSSL’s 49% subsidiary , JTEKT Sona 

Automotive India (JSAI; remaining 51% with JTEKT Corporation, Japan), and strong financial and business support from its 

parent company, JTEKT Corporation, Japan (JTEKT). The integration process is in line with ICRA’s expectation.  

In Q1 FY2018, JTEKT concluded its open offer and raised its stake in SKSSL to 70.45%. JTEKT is now looking to integrate its 

two key entities in the steering system division, SKSSL and JSAI. As per the terms of the transaction, JTEKT will receive 

1.582 share of SKSSL for each of its equity share in JSAI. 

As per an earlier business alignment, JSAI manufactures the column type electronic power steering (CEPS) system, while 

SKSSL manufactures the manual steering gear (MSG), hydraulic power steering (HPS) and CEPS for Indian original 

equipment manufacturers (OEMs) alone. After the amalgamation concludes in Q1 FY2019, the entire steering system will 

be manufactured under a single entity. This will benefit the company in acquiring new business and improve its 

profitability by reducing corporate overhead costs. Once the amalgamation process is concluded, SKSSL will pre-pay 

some of its long-term debt obligations using the surplus cash on JSAI’s balance sheet. This will help the company reduce 

its interest cost, increase the net profit margin and strengthen its credit profile. 
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The company has announced that it will be changing its name to ‘JTEKT India Limited’ to reflect the close linkage with its 

parent company. The name change will increase customer confidence because JTEKT is a leading manufacturer of 

steering systems globally with a high share of business with Toyota and Suzuki.  

The rating continues to factor in SKSSL’s leading position in the steering system segment in India with strong presence in 

MSG, EPS and HPS systems. SKSSL continues to maintain healthy share of business with some of the leading passenger 

vehicle (PV) OEMs in India, including Maruti Suzuki India Limited (MSIL), Mahindra & Mahindra Limited (M&M), Honda 

Cars India Limited (HCIL), Toyota Kirloskar Motor Private Limited (TKML) and FIAT India.  

Although SKSSL is positioned as the leading player in the steering system space, it faces stiff competition from the Rane 

Group, which is present in the segment through entities such as Rane Madras (for manual steering gears) and Rane NSK 

(for C-EPS). Further, as part of their strategy to mitigate vendor concentration, OEMs tend to mitigate the risk by 

appointing more than one supplier. SKSSL’s key customer, MSIL, has also been following this strategy, which may limit 

growth prospects for SKSSL, going forward. The ratings continue to factor SKSSL’s high concentration on the domestic PV 

industry and dependence on select OEMs. 

Outlook: Stable 

ICRA believes SKSSL will continue to maintain its leading position in the PV industry. The amalgamation of JSAI will 
further strengthen the company’s business position, profitability and credit profile. The outlook could be revised to 
Positive if SKSSL is able to substantially increase its exports business while maintaining its market position in India. The 
outlook could be changed to Negative if the company’s financial profile deteriorates significantly or if it loses market 
share. 

Key rating drivers 

Credit strengths 

Leading manufacturer of steering systems in India with strong share of business with PV OEMs – The company is the 

leading manufacturer of steering systems with a high share of business with multiple PV OEMs such as MSIL, M&M, HCIL 

and TKML. 

Well diversified product offerings with presence in PV and Utility Vehicle (UV) segments - The company has a diverse 

product offering including CEPS, HPS, MSG and driveline products and caters to PV as well as UV segments. 

Majorly owned by JTEKT (a Toyota Group company), a prominent global steering system manufacturer - The company 

receives business and technical support from its parent company. Its parentage from JTEKT also helps the company’s 

financial flexibility via access to debt from Japanese banks. 

Amalgamation of JSAI to benefit the financial and business profile of the company - The amalgamation of JSAI will 

benefit the company by reducing corporate overhead costs, expanding product profile and lowering its debt obligations 

using the surplus cash on JSAI’s balance sheet. 
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Credit challenges 

The company lost business in a few key models because of rising competition in the steering systems industry  – SKSSL 

faces stiff competition from other steering system manufacturers such as the Rane Group, because of which it has lost 

business in a few key models in the recent past. 

Conversion cost for increase in raw material costs are not covered - Although raw material costs are negotiated with 

OEMs as per commodity index, conversion costs are not covered, which could impact profitability in the light of 

increasing labour and fuel costs. 

High segment concentration with ~93% of sales generated by the PV sector – SKSSL generates approximately 93% of its 

net sales from PV OEMs, which makes it susceptible to the cyclicality in the PV industry. 

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

Links to applicable criteria:   

Corporate Credit Rating Methodology  

Rating Methodology for Auto Component Manufacturers 

 About the company:  

Sona Koyo Steering Systems was established in 1985 by the Sona Group with technical and financial collaboration with 

JTEKT Corporation, Japan (JTEKT). It is involved in the manufacturing of steering systems and driveline products. 

Steering systems include manual as well as power steering systems, which comprise steering gears and columns. The 

driveline product portfolio includes case differentials, axle components, rear axle assemblies and propeller shafts. 

SKSSL supplies these products to various passenger vehicle OEMs, including Maruti Suzuki India Limited, Mahindra & 

Mahindra, Tata Motors Limited, Toyota Kirloskar Motor Private Limited, etc. The company’s manufacturing facilities 

are located in Gurgaon (Haryana), Dharuhera (Haryana), Chennai and Sanand (Gujarat). A new land has been acquired 

at Jalisana (Gujarat), which will be developed later to cater to MSIL’s new plant in Gujarat. 

In Q4 FY2017, SKSSL’s technology partner, JTEKT, bought out 25.12% stake in its Indian partner, Sona Autocomp 

Holding Limited, and increased its shareholding in the company to 45.4% from 20.1%. It acquired a further 25% stake in 

SKSSL via a public open offer in Q1 FY2018. At present, JTEKT’s stake in the company stands at 70.45%. 

The company has recently announced that it will be amalgamating its subsidiary, JSAI, and will be renaming the 

amalgamated entity as JTEKT India Limited. 

  

https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=342&Title=Auto%20Component%20Manufacturers&Report=Auto%20Component%20Manufacturers,%20Rating%20Methodology,%20June%202016.pdf
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Key financial indicators (audited) 

 
Standalone Consolidated 

 FY 2016 FY 2017 FY 2016 FY 2017 

Operating Income (Rs. crore) 1,077.4 1,164.9 1,518.3 1,583.2 

PAT (Rs. crore) 25.0 23.6 37.0 36.5 
OPBDIT/ OI (%) 10.8% 11.1% 12.9% 13.1% 
RoCE (%) 11.5% 11.0% 15.2% 14.5% 
     

Total Debt/ TNW (times) 1.1 0.8 0.7 0.5 
Total Debt/ OPBDIT (times) 2.5 1.9 1.7 1.2 
Interest coverage (times) 4.1 5.0 5.9 7.0 
NWC/ OI (%) 7.8% 5.1% 9.6% 7.3% 

Status of non-cooperation with previous CRA: Not applicable 

Any other information: None 

Rating history for last three years: 

 

Instrument  

Current Rating (FY2018) 

Chronology of Rating History for the past 3 
years 

Type  

Amount 
Rated  
(Rs. 
crore)  

Amount 
O/s* 
(Rs. 
crore) 

Date & Rating  
Date & Rating 
in FY2017 

Date & Rating 
in FY2016 

Date & 
Rating in 
FY2015 

Mar 2018 Feb 2017 Mar 2016 Feb 2015 

1 Cash Credit 
Long 
Term 

81.35 NA 
[ICRA]AA 
(Stable) 

[ICRA]AA-
(Positive) 

[ICRA]A+ 
(Stable)/ A1+ 

[ICRA]A+ 
(Stable)/ A1 

2 Term Loans  
Long 
Term 

193.16 165.67 
[ICRA]AA 
(Stable) 

[ICRA]AA- 
(Positive) 

[ICRA]A+ [ICRA]A+ 

3 
Short-term 
Non-Fund 
based  

Short 
Term 

40.00 NA [ICRA]A1+ [ICRA]A1+ [ICRA]A1+ [ICRA]A1 

4 
Short-term 
Fund Based 

Short 
Term 

52.50 NA [ICRA]A1+ [ICRA]A1+ [ICRA]A1+ [ICRA]A1 

5 
Commercial 
Paper 

Short 
Term 

15.00 NA [ICRA]A1+ [ICRA]A1+ [ICRA]A1+ [ICRA]A1 

6 Unallocated 
Long 
Term 

126.78 NA 
[ICRA]AA 
(Stable) 

[ICRA]AA-
(Positive) 

[ICRA]A+ 
(Stable) 

[ICRA]A+ 
(Stable) 

7 Unallocated 
Short 
Term 

15.00 NA [ICRA]A1+ [ICRA]A1+ [ICRA]A1+ [ICRA]A1 

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: Instrument Details 

ISIN 
No 

Instrument Name 

Date of 
Issuance / 
Sanction 

Coupon 
Rate 

Maturity 
Date 

Amount 
Rated 
(Rs. crore) 

Current Rating 
and Outlook 

NA Term Loan 1 FY2016 10.7% FY2020 0.16 [ICRA]AA(Stable) 
NA Term Loan 2 FY2016 10.7% FY2022 0.86 [ICRA]AA(Stable) 
NA Term Loan 3 FY2014 10.65% FY2019 6.75 [ICRA]AA(Stable) 
NA Term Loan 4 FY2015 10.5% FY2020 28.00 [ICRA]AA(Stable) 
NA Term Loan 5 FY2014 10.15% FY2020 27.00 [ICRA]AA(Stable) 
NA Term Loan 6 FY2016 10.7% FY2022 30.00 [ICRA]AA(Stable) 
NA Term Loan 7 FY2016 10.2% FY2021 30.89 [ICRA]AA(Stable) 
NA Term loan 8 FY2017 10.2% FY2023 29.50 [ICRA]AA(Stable) 
NA Term Loan 9 FY2017 10.0% FY2023 40.00 [ICRA]AA(Stable) 
NA Cash Credit Limits NA NA NA 81.35 [ICRA]AA(Stable) 
NA Short-term fund-based limits NA NA NA 52.50 [ICRA]A1+ 

NA 
Short-term non-fund based 
limits 

NA NA NA 40.00 [ICRA]A1+ 

NA* Commercial Paper   NA 15.00 [ICRA]A1+ 
NA Long-term Unallocated Limits NA NA NA 126.78 [ICRA]A1+ 
NA Short-term unallocated limits NA NA NA 15.00 [ICRA]A1+ 

Source: Sona Koyo Steering Systems Limited; No CP outstanding 
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MEDIA AND PUBLIC RELATIONS CONTACT 

Ms. Naznin Prodhani 
Tel: +91 124 4545 860 
naznin.prodhani@icraindia.com   
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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 Service is ICRA’s largest shareholder. 

For more information, visit www.icra.in  

mailto:subrata@icraindia.com
mailto:shamsherd@icraindia.com
mailto:jayantac@icraindia.com
http://www.icra.in/
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ICRA Limited 

Corporate Office 
Building No. 8, 2nd Floor, Tower A; DLF Cyber City, Phase II; Gurgaon 122 002 
Tel: +91 124 4545300 
Email: info@icraindia.com 
Website: www.icra.in 
 

Registered Office 
1105, Kailash Building, 11th Floor; 26 Kasturba Gandhi Marg; New Delhi 110001 
Tel: +91 11 23357940-50 
 

Branches  

Mumbai + (91 22) 24331046/53/62/74/86/87 

Chennai + (91 44) 2434 0043/9659/8080, 2433 0724/ 3293/3294,  
Kolkata + (91 33) 2287 8839 /2287 6617/ 2283 1411/ 2280 0008,  
Bangalore + (91 80) 2559 7401/4049 

Ahmedabad + (91 79) 2658 4924/5049/2008 

Hyderabad + (91 40) 2373 5061/7251 

Pune + (91 20) 6606 9999 
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