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Olectra Greentech Limited: Ratings reaffirmed; outlook revised to Stable

Summary of rating action

Previous Rated Amount Current Rated Amount

* . .
Instrument (Rs. crore) (Rs. crore) Rating Action
Long Term — Cash Credit 40.00 40.00 [ICBA]BBB+ Reaffirmed angI.OutIook
revised to Stable from Positive
Short Term — Fund Based 2.00 2.00 [ICRA]A2; reaffirmed
_ ) [ICRA]BBB+/[ICRA]A2; Reaffirmed and
Long Term/Short Term — Non 173.16 173.16 Outlook revised to Stable from
fund Based i
Positive
Short Term — Non-fund Based 6.30 6.30 [ICRA]A2; reaffirmed
_ [ICRA]BBB+/[ICRA]A2; Reaffirmed and
Long Term/Short Term 79.04 79.04 Outlook revised to Stable from
Unallocated L
Positive
Total 300.50 300.50

*Instrument details are provided in Annexure-1

Rationale

The revision in outlook follows the delay in ramping up of bus division operations owing to the Covid-19 pandemic,
despite Olectra Greentech Limited (OGL) having a healthy order book of supplying 792 e-buses as on June 30, 2020.
Further, the company is yet to receive the payments for the buses supplied on a gross cost contract (CC) mode to Pune
Mahanagar Parivahan Mahamandal Limited (PMPML) and Telangana State Road Transport Corporation (TSRTC).
Although the buses supplied to TSRTC and PMPML are not operational from March 22, 2020 owing to the restrictions
imposed following the pandemic, OGL had billed based on the assured kilometres, as per the signed contracts. The
company is yet to receive these payments and the timeline for realisations remains to be seen considering the adverse
impact of Covid-19 pandemic on counterparties. Moreover, the loan for these two orders is sanctioned and the
disbursement is expected to be completed by Q2 FY2020, which should support its liquidity position in the near term. It
has sizeable subsidy receivable pending for the buses supplied under FAME I*, Smart City scheme and future supply of
buses under FAME Il from the Department of Heavy Industries (DHI). Timely receipt of the same and stabilisation of the
working capital cycle for the bus division would be a key rating monitorable in the near term. ICRA notes that OGL’s bus
division operations are dependent on technology support from BYD and faces stiff competition from players such as Tata
motors Limited (TML), Ashok Leyland Ltd, Foton PMI, and JBM Solaris, etc. The ratings also consider the exposure of its
insulators division’s profitability to fluctuation in raw material prices as seen in the past, given the fixed-price nature of
the insulator orders.

The ratings reaffirmation, however, positively factors in the healthy e-buses order book position and comfortable
consolidated financial risk profile with gearing of 0.03 times and TOL/TNW of 0.33 times as on March 31, 2020. Although
the gearing is expected to increase in FY2021 to more than 0.25 times with disbursement of the debt availed for TSRTC
and PMPML'’s bus orders, the capital structure will remain comfortable, given the healthy net worth position. Although
OGL'’s operating profitability margin has improved to 2.30% in FY2020 from -4.75% in FY2019, it continues to remain low

The government has introduced scheme titled 'Faster Adoption and Manufacturing of Electric Vehicles in India Phase | and Il (FAME
India Phase | and Phase II)' for promotion of Electric Mobility in the country.
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owing to higher fixed cost under the e-bus division. The operating profitability margins are likely to improve with
increase in e-buses sales volume. The rating further notes the support from Government initiatives such as reduction of
GST rate on e-buses, introduction of FAME | and FAME Il scheme to promote electric mobility in India, technical
collaboration with BYD for e-buses division operations and its established operational track record in the polymer
insulators segment.

The Stable outlook reflects ICRA’s expectation that OGL will achieve sustained revenue growth and improvement in
operating margins on the back of its healthy order book position. The capital structure is likely to remain comfortable
considering the healthy net worth position.

Key rating drivers and their description

Credit strengths

Technological support from BYD China for e-bus division operations — The company has a technical collaboration with
BYD for procurement of e-bus battery, chassis, components, sub-assemblies and spare parts. BYD Co Ltd is a Chinese
manufacturer of automobiles, buses, forklifts, lithium rechargeable batteries, trucks, etc, with its corporate headquarters
in Shenzhen, China. It has presence in China, North America, South America, East Asia, Middle East and Europe. BYD has
the largest fleet of 100% electric buses in the world. At present, OGL has four models of electric buses namely K-6 (7
metres), K-7 (9 metres), and K-9 (12 metres), and C-9 (12 meters coach model) and has an e-bus assembly facility at
Jadcherla, Telangana with a capacity to manufacture 1,000 buses per year on a single shift.

Established track record in polymer insulators industry — The company has more than 15 years of experience in
manufacturing composite polymers insulators. OGL is an ISO 9001:2008-certified company with a research and
development unit for polymer insulators. In addition, it has orders for supply of Rs. 90.36-crore insulators as on June 30,
2020 providing revenue visibility for the insulators division.

Healthy order book position — The company has an order book for supplying 792 e-buses as on June 30, 2020, out of
which 675 e-buses orders are received under FAME Il scheme in FY2020. These buses are to be supplied over a period of
12-15 months.

Comfortable financial risk profile — OGL’s financial risk profile is comfortable with gearing of 0.03 times and TOL/TNW of
0.33 times as on March 31, 2020, given its healthy net worth of Rs. 731.99 crore as on March 31, 2020. Although the
gearing is expected to increase in FY2021 to more than 0.25 times with disbursement of debt availed for TSRTC and
PMPML’s bus orders, it will remain comfortable considering its net worth position. The company had raised fresh equity
of Rs. 660.62 crore during the past three years to support the operations of its e-bus division.

Credit challenges

Delays in ramping of bus division operations — OGL’s standalone operating income has increased to Rs. 395.53 crore in
FY2020 from Rs. 161.50 crore in FY2018 owing to increased revenue contribution from E-buses which increased to Rs.
278.25 crore in FY2020 from Rs. 52.42 crore in FY2018. The sales volume of E-buses increased to 155 E-buses in FY2020
from 32 E-buses in FY2018. Further, the company expects to supply more than 300 buses in FY2021 and the ability of the
company to achieve the growth would remain a key rating monitorable given that the manufacturing operations were
impacted due to Covid-19 pandemic in H1FY2021.

Risk of delays in receiving payments and subsidy from DHI to constrain liquidity position — The company is yet to
receive the payments for the buses supplied on GCC model to PMPML and TSRTC resulting in high debtor days. However,
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the loan for these two orders is sanctioned and the disbursement is expected to be completed by Q2 FY2020, which
should reduce the debtor days and support the liquidity position in the near term. Although the buses supplied to TSRTC
and PMPML are not operational from March 22, 2020 owing to the restrictions imposed following the pandemic, the
company had billed based on the assured kilometres as per the signed contracts. OGL is yet to receive these payments
and the timeline for realisations remains to be seen, considering the adverse impact of Covid-19 pandemic on
counterparties. The company has sizeable subsidy receivable pending for the buses supplied under FAME |, Smart City
scheme and future supply of buses under FAME Il from DHI.

Exposure to fluctuation in raw material prices and increasing competition in e-buses industry — The profitability of
OGL’s insulators division is exposed to fluctuation in raw material prices as seen in the past, given the fixed-price nature
of the orders. The bus division operations are dependent on continued technology support from BYD and it faces stiff
competition from players such as Tata Motors Limited, Ashok Leyland Limited, Foton PMI, JBM Solaris, etc.

Liquidity position: Adequate

OGL’s liquidity position is adequate with average fund-based limit utilisation of 58% in the past 12 months ending in June
2020. The net cash flows are expected to be Rs. 35-40 crore against capex of Rs. 233.27 crore and debt repayment of less
than Rs. 10.00 crore in FY2021. The disbursement of term loans for TSRTC and PMPML'’s orders and enhancement of
working capital limits are likely to support its liquidity position in the near term.

Rating sensitivities

Positive triggers — The ratings could be upgraded if there is an increase in the company’s scale of operations under its e-
buses division, with improved profitability margins on a sustained basis and establishment of the working capital cycle
for its e-bus operations.

Negative triggers — The ratings could be downgraded if there is significant decline in revenues and margins under the e-
bus division, on a sustained basis, or further elongation of working capital cycle for e-buses. Any delay in drawdown of
the loan from REC Ltd for TSRTC and PMPML orders or enhancement of the working capital limit would constrain the
liquidity position and thereby result in negative pressure on OGL’s rating.

Analytical approach

Analytical Approach Comments

Applicable Rating Methodologies Corporate Credit Rating Methodology
Parent/Group Support NA

Consolidation/Standalone Consolidated

About the company

Olectra Greentech Limited (OGL, earlier known as Goldstone Infratech Limited) was incorporated in 2000. The company
is into manufacturing polymer insulators since 2003. OGL is an ISO 9001:2008-certified company with a research and
development unit for polymer insulators used in power transmission lines. The company has tied up with BYD (a Chinese
battery and electric car maker) for manufacturing of electric buses. Electric buses are sold under the joint brand name of
Olectra BYD. It has successfully delivered a total of ~270 e-buses to various state transport undertakings (STUs) in India
and a few private parties till June 30, 2020.
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Key financial indicators

Standalone Consolidated

FY2019 FY2020 Q1 FY2021* FY2019 FY2020 Q1 FY2021*
Operating Income (Rs. crore) 290.30 395.53 22.14 170.11 200.52 22.14
PAT (Rs. crore) -13.58 10.70 -3.62 -15.81 13.53 -5.08
OPBDIT/OI (%) -4.75% 2.30% -24.26% -8.92% 2.51% -29.02%
PAT/OI (%) -4.68% 2.71% -16.36% -9.30% 6.75% -22.94%
L(i)rt:ésc))utmde Liabilities/Tangible Net Worth 021 0.22 021 0.33
Total Debt/OPBDIT (times) -1.76 2.45 -1.60 4.41
Interest Coverage (times) -0.92 0.66 -2.92 -1.01 0.36 -3.49

*provisional

Status of non-cooperation with previous CRA: Not applicable

Any other information: None
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Rating history for past three years

Current Rating (FY2021) Rating History for the Past 3 Years
Instrument Tvpe Amount | Amount Rating FY2020 FY2019 FY2018
yp Rated Outstanding 27-Aug-2020 21-Nov-2019 25-Oct-2019 14-Jan-2019 28-Sep-2018 | NA
Cash Credit Long Term 40.00 - [ICRA]BBB+(Stable) [ICRA]BBB+(Positive) | [ICRA]BBB+(Positive) [ICRA]BBB+(Stable) NA NA
Fund Based Short Term 2.00 [ICRAJA2 [ICRAJA2 NA NA NA NA
Non-fund #Z:‘ri sshort | 173.16 [ICRAJBBB+(Stable)/ | [ICRAJBBB+(Positive)/ | [ICRAJBBB+(Positive)/ | [ICRAJBBB+{Stable)/ | \ NA
Based Term ’ [ICRAJA2 [ICRAJA2 [ICRAJA2 [ICRA]A2
Nonund | short Term | 6.30 i [ICRAJA2 [ICRAJA2 Al e LA LA
Unallocated Long Term/ 79.04 i [ICRA]BBB+(Stable)/ | [ICRAIBBB+(Positive)/ | [ICRA]BBB+(Positive)/ | [ICRA]BBB+(Stable)/ ,E:L'TeA)]/BBBJr(S NA
Short Term ' [ICRAJA2 [ICRAJA2 [ICRAJA2 [ICRA]A2 [ICRA]A2

Amount in Rs. crore

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 click here
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Annexure-1: Instrument details

ISIN
NA

NA

NA

NA
NA
NA

Instrument Name
Cash Credit
Standby Letter of
Credit

Letter of Credit

Bank Guarantee
Forwards/Derivatives

Unallocated

Source: Olectra Greentech Limited

Date of
Issuance /
Sanction

Coupon Rate
9.00%

Maturity Date

Amount
Rated

(Rs. crore)
40.00

2.00
120.00

53.16
6.30
79.04

Annexure-2: List of entities considered for consolidated analysis:

Company Name

Olectra Greentech Limited

TF Solar Power Private Limited

SSISPL-BYD-OGL Consortium

www.icra.in

Ownership

100.00%
99.98%

Consolidation Approach
Full Consolidation

Full Consolidation
Full Consolidation

ICRA

Current Rating and
Outlook
[ICRA]BBB+(Stable)

[ICRA]A2

[ICRA]BBB+(Stable)/
[ICRAJA2
[ICRA]BBB+(Stable)/
[ICRAJA2
[ICRA]A2
[ICRA]BBB+(Stable)/
[ICRA]A2



ICRA

Analyst Contacts

K. Ravichandran Srinivasan R

+91 44 4596 4301 +91 44 4596 4315
ravichandran@icraindia.com r.srinivasan@icraindia.com
Vinay Kumar G Tejal Shree

+91 40 4067 6533 +91 40 40676523
vinay.g@icraindia.com tejal.shree@icraindia.com

Relationship Contact

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

MEDIA AND PUBLIC RELATIONS CONTACT

Ms. Naznin Prodhani
Tel: +91 124 4545 860
communications@icraindia.com

Helpline for business queries:
+91-9354738909 (open Monday to Friday, from 9:30 am to 6 pm)

info@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 Service is ICRA’s largest shareholder.

For more information, visit www.icra.in

www.icra.in 7


mailto:ravichandran@icraindia.com
mailto:r.srinivasan@icraindia.com
mailto:tejal.shree@icraindia.com
mailto:jayantac@icraindia.com
http://www.icra.in/

ICRA

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) 2556 0194/ 6606 9999

© Copyright, 2020 ICRA Limited. All Rights Reserved.

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

www.icra.in 8


mailto:info@icraindia.com

