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RATING RATIONALE 30 July, 2020

Salora International Limited

Brickwork Ratings downgrades the ratings for the Long Term
and reaffirms the short term ratings for Bank Loan Facilities of
Rs.55.50 crs. of Salora International Limited,

Particulars:
Previous L
Amount Amount Previous Rating Rating*
Facility** Rated Tenure (Mar, 2019) Assigned
X Cr)
(TCr)
Fund WR BWR BB -
Based 59.40 47.50 Long Term B BB Stable
Stable
[Downgrade]

Non-fund WR BWR A4
Based 15.00 8.00 Short Term B A4 [Reaffirmation]
Total 74.40 55.50 INR Fifty Five Crores and fifty lacs only

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings

RATING ACTION / OUTLOOK

BWR has downgraded the long term rating to BWR BB- (stable) and reaffirmed the
short term rating of BWR A4. The rating has been downgraded due to deterioration of
the financial risk profile of the company.

The rating draws strength from more than 3 decades of extensive experience of the
promoter, Mr. Gopal Sitaram Jiwarajka and an established long track record of the
company for more than 5 decades.The rating however is constrained due to poor profit
margins, weak debt protection metrics ,presence in highly competitive and price
sensitive industry and the continuous risk of technological obsolescence.

For assigning the rating ,BWR has relied upon the last 3 years of Audited Financials till

FY20 and projections of FY21 & FY22 , publicly available information and clarification
provided by management.
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KEY RATING DRIVERS
Rating Strength:

Experienced promoters and Long track record of operations: The
company was established in 1968.The company is being run by the second and
third generation of Jiwarajka family. Mr. G S Jiwarajka is the Managing Director
and has more than 3 decades of industry experience. The company got listed on
stock exchange in 1993 and is listed on both NSE and BSE.

Diversified revenue streams : Company's revenues are diversified into
consumer electronics products & components, mobiles phones and wind power.

Rating Weaknesses:

Declining Reserves owing to mounting losses and weak Debt
protection metrics :- Continuously for more than last 3 years, the company
has registered a PAT loss, the loss for FY20 stood at - Rs. 13.54 Crs with an ISCR
of -0.49x and a DSCR of -0.54x in FY20.

High Competition and Very thin Margins : The company operates in a
highly competitive and price sensitive industry. There is a presence of numerous
players from organised global brands to unorganised local manufacturers which
results in very thin profit margins.

Risk of technological obsolescence : The electronic products industry is
characterised by continued product and process innovation and rapid adoption of
new technology. Given the risk of technological obsolescence, the industry
players are required to undertake continuous upgrades to sustain competitive
advantage.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA : BWR has
assessed the company on a standalone basis. Please refer to the applicable criteria at the end.

RATING SENSITIVITIES

Positive: BWR may revise the ratings upward, if the company’s Scale of Operations ,
Net profit , EBITDA improves as compared to the present level.

Negative: BWR may revise the ratings downwards, if the company's scale of
Operations , Cash flow from operations ,Net profit and EBITDA margins deteriorates .
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Liquidity Analysis ( Stretched) :- The company has had a negative cash accrual
continuously for the last 3 years. However, there aren't any major committed repayment
obligations. But, owing to year after year negative cash accruals, almost fully utilized
credit limits and a weak current ratio of 1.02x, the liquidity of the company stands
stretched.

About the Company:-

Salora International Limited, part of Jiwarajka Group, was established in 1968 and is
engaged in trading and manufacturing of mobile handsets & televisions. The company
used to operate in two primary segments viz Consumer Electronics Division (CED;
manufacturing / assembly of LED TVs/CRT TVs and its own components under own
brand names “Salora” and “Arya”) & wind energy segment. However currently the
company is focusing on manufacturing of consumer electronics and trading through
E-commerce.The company is being run by Mr. G S Jiwarajka, the Managing Director
and having around 17 years of experience in the industry. Its manufacturing plant is
situated in Noida,Uttar Pradesh.It is a public listed company since 1993 and is now
listed on both BSE and NSE.

Key Financial indicators

Key Parameters Units FY 19 FY 20
Result Type Audited Audited
Operating Income Rsin Crs 175.91 168.79
EBITDA Rsin Crs 1.46 -3.62
Net Profit Rsin Crs -5.21 -13.54
Tangible Net worth Rsin Crs 65.93 54.90
Total Debt/Tangible Net Times
worth 1.03 1.18
Current Ratio Times 1.17 1.02
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KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED -There are no Key
covenants

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY - N.A.

RATING HISTORY FOR THE LAST 3 YEARS( INCLUDING
WITHDRAWN/SUSPENDED)

Instr
SL umen
No t Current Rating (July, 2020)
/Facil
ity Rs. in Crs.
Type
(Lon
g Amo
Te/rrn %r%t Rating 1 March, 2019 2018 2017
Short | Crs)
Term
)
Bank Lon BWR BB - BWR
1| an | FB Temﬁ 47.50|  Stable FB 5%' BB - -
[Downgrade] 4 Stable
BWR A4
o, |Bank | NFB | Short | o | peaffirmation| NFB | > | BWR A4 -
Loan Term 1 00
Total INR Fifty Five Crores and Fifty lacs only
55.50

*Rating was moved to the Rating Not reviewed category on 02 March, 2020.

COMPLEXITY LEVELS OF THE INSTRUMENTS

For more information , visit www.brickworkratings.com/download/ComplexitylLevels.pdf
Hyperlink/Reference to applicable Criteria

e General Criteria

e Approach to Financial Ratios

e Manufacturing Companies

e Short Term Debt
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Analytical Contacts

Investor and Media Relations

[Ankit Dixit]
EI]-[[]-]E:Y !n.|I:7!-t
[Board: +911123412232_]

[ankit.d @brickworkratings.com]

IR K Sharma]
[Sr. Dir -_ Rati ]
Board: +911123412232

[rksharma@brickworkratings.com]

Salora International Limited
ANNEXURE I

Details of Bank Facilities rated by BWR

Sl. Name of the Type of Long
No. Bank Facilities Term
(X Cr)
1) SBI Cash Credit 25.00
2) HDFC
Cash Credit 12.00
LC/BG -
3) Canara Bank
Cash Credit 10.50
LC/BG -
Total
47.50

Total INR Fifty Five Crores and fifty lacs only

Short Total
Term (X Cr)
(RCr)
25.00
- 12.00
6.50 6.50
10.50
1.50 1.50
8.00 55.50

Additional information is available at www.brickworkratings.com. The ratings above were
solicited by, or on behalf of, the issuer, and therefore, Brickwork Ratings has been compensated

for the provision of the ratings.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other
person, to buy, sellmake or hold any investment, loan or security or to undertake any
investment strategy with respect to any investment, loan or security or any issuer.
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About Brickwork Ratings: Brickwork Ratings (BWR) is India’s home grown credit rating
agency built with superior analytical prowess from industry’s most experienced credit analysts,
bankers and regulators. Established in 2007, Brickwork Ratings aims to provide reliable credit
ratings by creating new standards for assessing risk and by offering accurate and transparent
ratings. Brickwork Ratings provides investors and lenders timely and in-depth research across
the Structured Finance, Public Finance, Financial Institutions, Project Finance and Corporate
sectors.

Brickwork Ratings has employed over 350 credit analysts and credit market professionals across
8 offices in India. Our experienced analysts have published over 12,000 ratings across asset
classes. Brickwork Ratings is committed to provide the investment community with the
products and services needed to make informed investment decisions. Brickwork Ratings is a
registered credit rating agency by Securities and Exchange Board of India (SEBI) and a
recognized external credit assessment agency (ECAI) by Reserve Bank of India (RBI) to carry
out credit ratings in India.

Brickwork Ratings is promoted by Canara Bank, India’s leading public sector bank. More on
Canara Bank available at www.canarabank.co.in
For more information, visit www.brickworkratings.com

DISCLAIMER

Copyright © 2019 by Brickwork Ratings India Pvt. Ltd., 3rd Floor, Raj Alkaa Park, 29/3 & 32/2, Bannerghatta Main Rd, Kalena Agrahara, Bengaluru,
Karnataka 560076.Telephone: +91 80 4040 9940. Fax: +91 80 4040 9941. Reproduction or retransmission in whole or in part is prohibited except by
permission. All rights reserved. In issuing and maintaining its ratings, Brickwork Ratings relies on factual information it receives from issuers and
underwriters and from other sources Brickwork Ratings believes to be credible. Brickwork Ratings conducts a reasonable investigation of the factual
information relied upon by it in accordance with its ratings methodology, and obtains reasonable verification of that information from independent
sources, to the extent such sources are available for a given security or in a given jurisdiction. The manner of Brickwork Ratings’ factual investigation
and the scope of the third-party verification it obtains will vary depending on the nature of the rated security and its issuer, the requirements and
practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located, the availability and nature of relevant public
information, access to the management of the issuer and its advisers, the availability of pre-existing third-party verifications such as audit reports,
agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third parties, the
availability of independent and competent third-party verification sources with respect to the particular security or in the particular jurisdiction of the
issuer, and a variety of other factors. Users of Brickwork Ratings’ ratings should understand that neither an enhanced factual investigation nor any
third-party verification can ensure that all of the information Brickwork Ratings relies on in connection with a rating will be accurate and complete.
Ultimately, the issuer and its

advisers are responsible for the accuracy of the information they provide to Brickwork Ratings and to the market in offering documents and other
reports. In issuing its ratings Brickwork Ratings must rely on the work of experts, including independent auditors with respect to financial statements
and attorneys with respect to legal and tax matters. Further, ratings are inherently forward-looking and embody assumptions and predictions about
future events that by their nature cannot be verified as facts. As a result, despite any verification of current facts, ratings can be affected by future
events or conditions that were not anticipated at the time a rating was issued or affirmed.

THE INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT ANY REPRESENTATION OR WARRANTY OF ANY KIND. A Brickwork
Ratings rating is an opinion as to the creditworthiness of a security. This opinion is based on established criteria and methodologies that Brickwork
Ratings is continuously evaluating and updating. Therefore, ratings are the collective work product of Brickwork Ratings and no individual, or group of
individuals, is solely responsible for a rating. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is
specifically mentioned. Brickwork Ratings is not engaged in the offer or sale of any security. All Brickwork Ratings reports have shared authorship.
Individuals identified in a Brickwork Ratings report were involved in, but are not solely responsible for, the opinions stated therein. The individuals are
named for contact purposes only. A report providing a Brickwork Ratings rating is neither a prospectus nor a substitute for the information assembled,
verified and presented to investors by the issuer and its agents in connection with the sale of the securities. Ratings may be changed or withdrawn at
anytime for any reason in the sole discretion of Brickwork Ratings. Brickwork Ratings does not provide investment advice of any sort. Ratings are not
a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price, the suitability of any security for a
particular investor, or the tax-exempt nature or taxability of payments made in respect to any security. Neither Brickwork Ratings nor its affiliates,
third party providers, as well as their directors, officers, shareholders, employees or agents (collectively, “BWR Reps”) guarantee the accuracy,
completeness or adequacy of the Report, and no BWR Reps shall have any liability for any errors, omissions, or interruptions therein, regardless of the
cause, or for the results obtained from the use of any part of this publication. In no event shall any BWR Reps be liable to any party for any direct,
indirect, incidental, exemplary, compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without
limitation, lost income or lost profits and opportunity costs) in connection with any use of any part of the Report even if advised of the possibility of
such damages. Brickwork Ratings receives fees from issuers, insurers, guarantors, other obligors, and underwriters for rating securities.
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