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Dear Sirs,

Sub: Intimation under Regulation 30 (4) of the Securities and Exchange Board of India (Listing Obligations
and Disclosure Requirements) Regulations, 2015 - Revision in Credit Rating

Pursuant to Regulation 30 [4) of the Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) Regulations, 2015 please find below the details of the revision in Credit
Rating for the Company:

Name | Type of Instrument Amount | Existing | Rating Action
af the Rs. Crs.
agency !
ICRA Long term: Fund based limits ~ 500.00 | [ICRA]AA (Positive] | [ICRA]AA+ (Stable)
Limited | Short term: Non-fund based limits 750.00 | [ICRAJAL+ | Reaffirmed
| Shart-term: Unallocated 255.00 | [ICRAJAL+ Reaffirmed
| Cammercial Paper 1500.00 | [ICRAJAL+ Reaffirmed

A copy of the report from the credit rating agency covering the rationale for revision in credit rating is
enclosed for your information,

Yours faithfully,
for ASHOK LEYLAND LIMITED

%‘NM
M Ramanathan

Company Secretary
Encl.:aa
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Ashok Leyland Limited

April 29, 2019

Ashok Leyland Limited: Long-term rating upgraded to [ICRA]JAA+ (Stable); short-term rating
reaffirmed at [ICRA]AL+

Summary of rated instruments
Previous Rated Amount  Current Rated Amount Rating Action

Instrumant®

(R=. crore)’ {Rs. crore] |

; [ICHALA R+ {skable) / upgraded
Long terrm: Fumd based limits 500.0 an0.0 Wirs [ICRAJAA lpasitive)
Long term: Term boans [proposed) 55.0 oo - +
Shart terrn: Nor-fund based limits =0.0 50,0 [ICAAAL Y reaffirmad
Shori-terry Fund basead limits S0 o g +
{proposed)
Shart-term: Unallocated 0.0 255.0 [ICRA]AL; reaffirmed
Commercial paper 1,500.0 1L.500.0 [ICR&]aL+ freafliemead
Man-Convertible Debarture 1500 0.0 Rating withdrawm
Tatal 3,555.0 3,405.0
Rationale

The upgrade in the long-tarm rating considers the sustained improvement in Ashok Leyland Umited's (ALL) crecit
profile (both stardalone and consolidated) in the lais three-year period ending FY201%e. The standalone credit profile
Is marked by strang volume growth in medium and heavy cormmerciad wehice (MEHCY) (domestic sales voluma wp by
10, three-year CAGE ending FY2019), stable mearket share [~34%), improwing profitability supported by scale
economies, increasing skew towards higher tonnago vehicles, various cost control Inktlatives, healthy Hguidity position
and its robust debt protection matrics. With ~89% and 86% of consalidated revenues and met profits, respectively
coming from |ts standalone operations In FY2018, growth In standalone cradis profide coupled with an imgrovement in
the pesformence of the key investes entitles supported ALLs corsalidated credit profile. Tha ratings continue to darjve
comfort from its oxtensive operational track record, experienced leadership team, diversified board proflle, good
product and brand recall, strong techpologieal capability, wellconmected nebwork and strong financlal flexdbiflty with
lenders. The ratings, however, remaln constrafned by the exposure of ALLs earnings fo the inherent cyclicality in the
commercial vehide (CV) Industry as it leads to volatility In cash flows, stiff competition in both MEHCY and LCY
businesses, and exposura to group entities although the extent of funding support has reduced significantly in recent
yEars.

Outlook: Stable

ICRA balieves ALL's financial profile will remain healthy supported by steble demand outlook for the MEHCY and LD
sagments, The outlook may be revised to Pasitiee with sustained growth in earnings, diversification of revenue base to
counber cyclicality and comfartable debt protection metrics [(both standalone and consolidated). The outbook maybs
revised to Megative with any sharp deterioration In the financial profile [both standalane and consolidated] due to
weak earnings or large debt-funded capital expenditure.

1100 Jakh = 1 crore = 10 milan

Wi lcra.in 1
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Key rating drivers

Credit strengths

Sustained market share; ALL is the second fargest player In the domestic MEHCY Industry with & domdnant market
share of ~34% in F¥Y2019, which has been maintained in the last three years. In the last one decade, ALL has
transformed from & South-centric to & pan-India player and holds a strong market dhaee in madl of the geographies
that it operates In, Aggressive network expansion (espacially In non-South markets), strong brand gutreach, new
product launches, increased acceptance of its engines and technology, and strong servicing capabilities aidad its
market share gaing, amidst headwinds in the farm of high discounts, rapid and costly technology changas, and
regulatory challengas,

Healthy growth in wolume over the past two years: ALL reported & 13.2% growth in MEHCY domestic sales in
FA019, folfowing & 13.9% growth In FY201E. Stabde underbying demand from core industries, pickeg in oonstruction
activities &% well a3 pent-up demand post tramsition o Goods and Sarvice Tax (G5T) supported the growth, The
cormpany’s truck sales grew by 12.4% in FY2019 (vis-a-wis industry growth of 15.3%), The growth was stronger till
October 2018, and then the truck sales contracted sherply owing to tightened financing ervirenment fallowing the
liquidity orunch, surplus capacity oreated throwgh revised axle norms, and wability pressure for small flest operators
because af higher fusl costs and weak freight rates, In tha bus segment, ALL reported a strong 19,1% volume growth
in FY200% (vis-&-vis industry growth of B,7%] sided by higher order flows from tha state road transport undertakings
[5ATUs) and stable damand from schoofs, colleges and staff carrler segrment.

In the LOV segment, there was a strong recovery In demand In FY2008 and FY201% driven by replacement,
consumption-driven sactors and increased requirement of small vehicles for last-mibe logistics by e-commerce
sactor. This apart, favaurable monsoons and demand from the construction segroent supported the rural demand,

Exports, representing fess than 10% of MEHOY sales volume, withessed a 27% degrowth in FY2019, fellowing 36%
grawth in FY2018, alfected by weak dernand from its key dastinations like Sri Lanka, Bangladesh, Middle East etc
Givlrg frward, while the domestic MEHCY demand i likely to be subdued in Q1 FY2020 dun to factors like surples
capacity with fleet eperators, Union eections etc, ALL's vodume growth in FY2020 shall be primarily supported by a
strong pre-buying ahead of change in wehicle amission norms [B5W} with effect from Aprll 1, 2020, Sustadned
replacement-led dermand fram SATUS and public transpast segments shall support the bus sales in FY2020 as well,
‘While growith in exports shall remain dependent on demand recovery in key markess, ALL'S entry info mewer
rarkets and faunch af new products ender new platform shall support growth,

Haalthy financlal profile: ALL's standalone financlal profile remalns strang with sizeable net warth, comfartable delbit
pratection matrics and lgudity profile. Healthy growth In revenues {up by 15.0% Yo) supported by stalée operating
rrarging redulted in strong cath aceruals (up by 34.3% YaY] in M FY2019. 'With strong cash accruals, the debt levels
significantly reduced over the last two years, Ay of Decermber 2018, the gearing stood at 0.2 timas with interest
cover of 40,0 timas and total debt to OPBIMTA of 0.5 times. While capital expenditure {capes] and investments (In
Growp entities) are expected in the range of Rs. 1,500-1, 70 crore In FY2020, the extent of dabt funding shall be
rdmdmal. The cormpanyg's consalidated profile (excluding BMBFC) improeed in the last theee woars {ending in FY2018)
peded by strong performance of standalone operations and turnasound in key imvesten entities [LCVerelated
subsidiaries’, Optare Plc, Albonair GmbH etc) as reflectad by sharp improvemeant In cash accruals and the net debt
turning negative,

Hvereimted subsidiores nomely Ashok Leyiand Viehicles Limited, Ashiey Powertrain [imited ond Ashok Lepland Techmolagies Limited
were merged with ALL fn FY2015

WL icrain F]
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Credit challenges

Earmmings exposed to cyclicality and competition in CF Industry: ALL derives over 80% of its revenuves from the
cyclical € segment, while the balance s derlved from the sale of spare parts, defence kits and englnes. Skew
towards the CV segment exposes ALL's earmings to any sharp demand slowdmin, as witnessed In the past, CY
industry is clasely linked 1o ecanormic developmant, industrial growth, imeestments in infrastructure and rogulatory
changes (emission norms, screppape policy etc), Voletlle frelght rates, which depend on economic growth, impact
the viakility of fleet operators and hence the demand for new CVs. Moreawer, the OV industry |s characterised by
intense campetition with pricing pressure froem the existing and new players. However, ALL sustained its market
ghare in tha pacal years and plans to launch more wehicles under its new ;H:ltfl:'l-rrn In the next 12-18 months.

Exposure to Group companies: Over the years, ALL has written offclosed several boss-making diversifications and
remairs apen to further pruning of investmaents, if required, ALL had supported loss funding in a few Group
compandes and for thelr capital expenditwe requiremants till FY2017. However, the same declined in FY2018 and iz
expected to further reduce poirg forward. Some of its investments (in Dptare, Mbonalr ete] are aimed at
atrenpthening techinological capabilities and achieving buiiness diverdification. The ability of the Growp companies to
attain self-sustenance and support the consplidated cash flows will be critical oredit monitorables

Liguidity Position

ALL's lguidity positian is comnfortable with strong cash balances and unitilised working capital lines (Rs, $00 crore) and
stable cash accruals,

Analytical approach
Analytical Approach Comments
Corporate Credit Aating Methodology
Apgligable Rating Muthodologles . Soporate Credit Aating Methodolog: o -
; - e Reting fethodolojy 6T Cormmercs =l —
Farent/Group Support Mot Applicable
For arriving at tha ratings, ICRA has considered the consolidated financials of
AL exeluding the KBFC-subsidiary - Hindula Leland Finance Lmited (HLFL).
ek Staricalove Haweewer, the anatysis congiders the angolng and future fundng support lkaly to
be extended by ALL to HLFL,
Wi lerain
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About the company

ALL Is the second-largest manufacturer [n the MEHCY segrmant in India, ALL is the fiagship entity of the Hinduga Group,
ALLs Ry praducts include buses, trucks, angines, defence and special wehiclas it has manufacturing plants lacated [n
Ennore (Tamil Madu), Hosur (Tarmdl Madu), dbwar (Rajasthan], Bhandara [Maharashtra), and Pantnagar {Uttarakhand]. In
FY29, ALL merged its wholly-oened LOV-related subsidiaries namely Ashok Leylard Vehices Lirmted, Ashley
Powertradn Limited and Ashok Leyiand Technologies Umited with itself to have operationg! synergles and greater
flexlbllity in declsion making.

Key financial indicators (audited)

Fiscal Stamdalone Consolidated

FYa017 FYzoi8 Fy2017 FY2018
Dperating Incsme | RS crare) 20,1401 26,2479 22,850.0 29,619.6
PAT [Rs. crore] L1231 1,562.6 1,632.9 1,813.8
OPECITASDE (2] 10.9% 10.4% 14.4% 14.3%
RoCE (%) 18.4% 19.3% 15.7% 17.5%
Total Debt, TNW (times] 4 1 15 14
Total Debt/OPEDITA [tirmes) 1o .k a4 1.7
Interest Coverage [times)  14.2 209 3.1 14

Sowrcer Covmpany, MORA resegvehy OPRDIMA; Dﬂ-l’l'ﬂri.'lﬁ‘_n"'"-:l.ll-"." I!i"?]rDl'E Beprackaron, Interest ITII:":J- Tiawes;
PAT: Profit After Tow: BoCE Betuen an Cogital Erploped THWS Tangible Mol Wirth;
HConsodohed \npludes WERD howevey, the NEFC o been exciuded far aneysis purpose

Status of non-cooperation with previous CRA: Not applicable
Any other information: None

Rati ng histaryﬁrﬁst three years:

Current Rating (FY2020) mm“ﬁ:ﬂg‘&lﬂimfw |
Amaunt Date Data
Instrumant Rated  _AMDUME o &Rating mnml g Date&  Dated

Type Oukstanding Ratingin Rating in
(R, April harch In Sep FY2017 FY2016

e s I 2018 2017

1 Commerclal paper Short term 1,500 MA [ICRAJALs [ICRAJALs [MCRAJAL+ [ICAAJAds [lCRAJAT+

, Mon-convertible 5o an s (ICRAJAA  [ICRALAA  [ICRALAA  [ICRAJAA-
Debenture bl ’ Gl lpositive)  |stable) {stabie] |stahda)

- [ICRAJAAF [ICRAJAA  [ICRAJAA  [ICRAJAA  [ICRAJAM-

F 1 Long

SERORC D f S """ stablel  (positive)  (stable)  (stable)  (stable)
Term Inans [ICRAJAS  [ICRAJAA  [ICRALAA  [ICRAJAA-

; NA .

¥ (proposed) longtaon. 0.0 {positive)  (stable)  (stable]  (stable)
Non-fundbased

5 Emit:"" BEL shortterm 750 NA [ICRAJALs [ICRAJAL+ [ICRAJAL+ [ICRAJALS [ICRATAZ

g Lundbasedlimits o tterm 00 A - DCRAJALe [ICRAJALe [ICRAAT [ICRAJAL+
{prapasead)

7 Unallocated Shortterm 255 MA [ICRA]A1+ - : : -

WA ICra, In aq
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Complexity level of the rated instrument:

ICRA has classified warlous Instruments based on their complesity as “Simple”, "Complex™ and “Highly Comales®, The
clasification of instrurments according to their cormplexity levels is available on the vwirbsite woaw i in

Annexure-1: Instrument Details

Anment
Date of lSsuance  Coupon  Maburity Rated{Rs, Current Rating
158N Mo Instrumant Mame / Sanction Rate Date crore) and Outlook
MA Commarcial Paper MA M 7-365 days 1,500 [ICRA]AT+
N, Fund baced lméis [ NA& NA 500 [ICRA] AL+
istahia)
HA E‘iﬂ"'"d'hm'ﬂ M M A 750 [ICRAJAL+
i Unallocated Pl HA hA, 255 [ICRA]AL
SourcesALL
Annexure-2: List of entities considered for consolidation {as of 31.03.2018)
Corvpany madme Ouwnerslip Consslidation Approach
Subsidiaries
Global V5 Bus Body Builders Liméted BE.67% Full consolidatiaon
Gulf fshley Matos Limited 02 985 Full eoraalidation
Optare Pic and its subsidiaries 90,08% Full corsolidation
Ashok Leyland [MNigeria) Limited 10000 Full consolidation
Ashok Leyland [Chile] 58 10000 Full consolidation
HLF Sanvices Limited 2304 Full consolidation
Albonalr (India) Private Limited 20000 Full consolldation
Albonair GrmbH and its subsidiany LN Full consalidation
Achok Leyland Vehicles Limited® LR Full consolidation
AchleF Powartrain mited® 7 i R (1 B Ty T
Ashak Leyland Technologies Limited® LT Full consolidation
Ashok Leyland (UAE) LLE and its subsidiaries 100 0ol Full consolidation
Jaoint ventures
#Ashley Alteams Indla Umited S0.00% Exgusity rvethoed
Hinduja Tech Limited 62.00% Eyuity rnethod
Associates
dshok Leland Defencs Systems Limited 48 495 Egpuity rmethod
Bangalam Retadl Services Limited 37 A8 Equity method
Ashlay Aviation Limited 49000 Exquity rmethod
Lanka fshok Leyland Pic 27.85% Equity mathod

Adshak Leydard Wehicles Linwtted, Ashiey Powertroln Umited ond Ashak Lepiond Techralogples Limited were merged with ALL in FY2019

wowwlcradn 4
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About ICRA Limited:

ICHA Limited was set up in 1991 by leading financialfirvestment institutsons, cormmerclal banks and financial services
compsanies asan independent and professional Investrment Informatéon and Credit Rating Agency,

Today, ICRS and its subsidiaries together form the ICRA Group of Companies [Group ICRAL ICRA |5 3 Public Umited
Company, with Its shares listed on the Bombay Stodk Exchange and the National Stock Exchange. The international Credit
Rating Agency Moody's Investors Service is ICRA's largest shareholder,

For more Information, wsit wwesiioraln
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ICEA yatings sBould not be waeted w racommandation to by, sefl or hold the rated debt inshruments, 10RG ratings are wibject to a process of
survellance, which may lead o revision in mtings An FERA rating is @ symbolic indiater of ICRA'S carent opinion on the relative apabliity of the ssuer
concerned to Umely service debts and obbgations, with reference to t5e mabrement rated Pleate sl oo webiko wawlorain or condact any ORA
alfles Tor 1ha latest Information on ICRA rakings cetstanding. All information contained karein had Bsan ablaissd by ICAA Irom Sownces belesed by 7o
be acoarats anhd rellibhe, including tee rated Bsuer. ICAA howsever has not conducted any audit of ghe raled Bsr or of tha ifermation provided by it
Wihbs reasonable cars has bean takon io eesure that the nformation herein B tnee, such Bfameation s provided "6 & whhout asy samanty ol any
ki, anef ICAA, in particular, makes no repromntation or warranty, espres or implied, a3 to the pocurscy, fimelnes or complstivids of any such
informatian. Aae, RA & ary of RS group compankes may have provided servioes other than rating fo the Biuer refed, A indadmation contained
heredn must be eonstusd sokly a5 statements of salnlan, and KKB& shall not be Nable for amy losses incurred by wsers o any use of Ehs publicatioss
or s conteniy
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