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Sandhar Technologies Limited
lssuer Credit Research
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Long.Torm lssuer Ratinq
Long,Tenn Baht Facilit es
Short-T€m Bank Fadlites
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Key Rating Drivers
Ratinq Approach: lndia Ratings and Research (lnd-Ra) upgraded Sandhar Technotogies
Umited's long-term ratings (STL) in August 2018. The upgrade factored in the significant
deleveraging achieved by STL post an initial public offering (lpo) as well as an improvement in
its operating performance backed by favourabte industry growth. Ind-Ra continued to take a
consolidated view of STL and its two operational subsidiaries, as they have similar business
profiles. STL has provided a standby letter of credit for the loans extended to its Barcetona and
Mexico based subsijiaries. Also, it has strong operational and management control over both
subsidiaries. STL accounts for about 8606 of the consolilated revenue and about 89% of
consolidaEd profit afrer tax.

Deleyeraged using IPO Procoeds: STL raised |NR3,OOO mi ion in tpo in March 2O1B and
used the proceeds to repay ail its term loans amounting to 1NR2,541 miflion at the standalone
level in April 2018. On tie staodalone tevel, net adjusted leverage (net adjusted debVEBlmA)
improved to 0.9x in FY18 (FY17: 2.3x). On the consolidated level, the teverage ratio improved
to 1.1x in FY18 (FY17:3.1x) and debvequity decreased to O.8x (.t.5x). The improvement in
credit metriG was also to an extent driven by increased scale of operations and improved
profitability, which also led to consotidabd interest coverage (EBITDA"/lnterest) improving to
4.8x in FY18 (FY17: 3.4x). lnd-Ra expects a turther improvement in the consotidated interest
coverage in FY19, driven by a reduction in interest costs post deleveraging. Net leverage is
likely to remain range bound in FY19.

Diversiliod Product Oflerings with Strong Compeutive positing: STL,S portfolio comprises
various categories of products including safety and security systems suci as lock assemblies,
mirror assemblies, operator cabins for ofi-highway vehicles, as well as wheel and brake panel
assemblies, sheet metal components, aluminium die casting products and plastic injection
moulding products.

Outlooks
ton$Term lssu€r Ratng
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lmproved Financial Performance: Consolidated revenue grew 21% yoy to lNR19.5 billion in
FY18, suppoded by doubleiigit volume growth in the two wheeler (2W) industry and a ramp-
up of STL'S new capacities. Domestjc revenues grew 23% yoy and overseas g% yoy.
Consolidated EBITDA margin improved to 10.7% in Fy18 (Fy17: 9.0yo). backed by the
economies of a larger scale- Standalone margin (domestic operations) grew to 1 1.1% in Fyl g
(F117: 9.2%), whereas overseas margins remained almost stable. The management expecb
stong revenue growth in FY19-FY20, backed by growth in the domestic 2W volumes and
capacity addilions done in FY18.

STL has an established position in the domestic auto ancjltary industry. tt is a sole supptier of
lock seb and minor assemblies to Hero Motocorp Limited, TVS Motoc Limited and Royal
Enfield Motor Limited for motorcycies. Moreover, it is a single-source supplier of wheel
assemblies to TVS Motors. Hero Motocop and TVS Motors co[ecti\,/ely accounEd for 51% of
2W sales in lndia in FY18. The sote supplier position for various original equipment
manufacturers (OEMS) makes STL the market leader in 2W locking systems and commercial
vehicle rear view minors. lt is also among the top three playeE in a / rear view minors and
operator cabins for off+ighway segment and in the 2W steel wheels market.
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Technological Tie-ups: STL has a technical collaboration with Honda Locks Manufacturing

Company, which has heiped it in establishing itself as the single-source supplier ol lock set

assemblies to leading OEills. In addition, STL has enEred into four new joint ventures (JVs) in

2017-2018. with an aim to gain technological e&ertise, enabling it to expand majorly in the

safety and securily relaEd component offerings as well as in the passenger vehicle segment.

STL has been focusing on supplying higher content per vehicle to existing customeE and

continues to qplore JVs with intemational auto component suppliers for the same. lt also has

an in-house research & development centre for new product de\relopment as well as prcduct

upgrades.

Comfortable Liquidity: STL regislered positive cash flow from operations (cFo) o\,/er FY14-

FY18 (FY18: INR1,462 million), dri\€n by stable operdtjng profits and low wo.king capital

requirements. Also, net cash conversion cycle remained shorl at 16 days in FY18 (FY17: 25

days). lts ar,/erage peak utilisation of the rund-based working capital limi6 was about 90% of
the drawing power (64% ot sanctioned limit) for the 't2 months ended July 201E. lt reported a

negative tree cash flow (FCF) ot lNR484 million in FYIE due to a capex of lNR1,76'1 million.

lnd-Ra expecb FCF to improve in FY19 with an increase io cash f,ow from operations and a

lower cash outgo towards capex and inGrest payments in FY19-FY20. Also, term loan

repayments will save around lNR750 million per month cash outflow, which will slrengthen

liquidity turther.

Declining+ut-Signmcant Revenue Concentration: STL continues to have signific€nt

revenue concentration in tle 2W segment (FY18: around 70%). The company is focusing on

revenue diversification into passenger vehicles and commercial vehicles by penetrating into

new OEMS and capturing opportunities from changing emission notms. STL'S dependency on

its two top customers has .educed over the years to 53% in FY18 (FY13: 62%), but remains

sub6tantial.

Rating Sensitivities
Pcitive: A substantial increase in the scale of operations and profitability; better produc{ and

customer diversmcaton while maintaining the cunent leverage iatio on a sustained basis could

result in a rating upgrade.

Negatiye: A significant decline in the consolidated revenue and proliiability margin and/or

consolidabd net ad.iusted leverage exceeding 1.5x on a sustained basis would result in a raling

downgrade.

Debt Structure
At FYE18, the total consolijabd debt slood at 1NR4,836 million, of which brm loans amounting

1NR2,541 million were preraid in April 2018 using IPO proceeds. The co.npany nofl has

laEely working capital bonowings.

Applicable Cdteria
Coeorate Rating Methodology
(Janu.ry ml7)

2Sandner T€cnnologie.s umiled
octooer 20r E
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SdrEe: STL, ln+Ra

Company Profile
STL manufactures locking systems, minor assemblies, sheet metal componentE, plastic

injection mouldings, wheel assemblies, handle bars assemblies, clutches assemblies and

brake panel assemblies at its various operating unib in lndia. lt is publicly listed (trom March

2018)with p.omotets owning 70% stake.

History
STL, erst\,vhile Sandhar Locking Devices Private LimiEd, was incorporaGd in 1987 as a

supplier of lod€ to Hero Motocorp (erstwhile Hero Honda Motors Limited) under Ecinological

collaboration with Honda Lock Manufacturing Corporation of Japan- OveI the years, through

organic and inorganic expansion, company has di\,tersified into various ofierings such as minor

assemblies, sheet metal components, plastic and injection moulding parts and wheel rims

assembly. lt started various manufacturing units across lndia with a view to undertake

backward integEtion, since several components ot locking systems and minor assemblies

compdsed zinc die-casted and aluminium die-casted produc6, as well as brass and plastic

components.

t%l
70.1
't 3.1
10.5
4.5
1.8
100

Group Structure Diagram

FiguG 2

STL Subsidiaries

Subsidiaries

Sandhar Technologies Limited
ocrober 2016

4

Figure 1

Shareholding Pattem at EndJune 2018
Shaaeholders

Sandar Tedrnorogis lifi n€d

Sandll3r
Sar(ha. Toding

Sadn.r ECCO

S!no
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Figule 3

Product Divisions
Companyverticals Localion Activrty
Sandhar Automotives Gurgaon, Dhumusput Bar€alore

(tltree), Haridwar

SandharCornponents Manesar(two),Bangalore,
Gurgaon, Pune (three)

Popak ta.y Foducf hJsin€ss coanprising
loakng sysEnq minor systems, door
handl6, labh6 ard hirEies
Co.nmodlties-based and process centnc
busjness cornpdsing aluminium, zinc,
plastics. sheet metal and magnesium. and
tool roorn
Assernuy and manufact ring process
olnso.rrcing business co.np.ising wtEel
assernblies, hadle ba.s Gsernblies,
dutdles asse.nuies. brake panel
asseinb{ies. ade asserhblies

Sandhar Automactl Nalagarh, Manesat Hosur,
CtEnnai, aangalo.e. B€rEalo.e

Key Rating lssues
Technical Tie.Ups in Safety and Security Area
Due to increased iocus on road safety, the Ministry of Road Transport and Highways has made
it mandatory for all new cars to be equipped with airbags, seat-belt reminders, reverse parking
sensors, and a manual ovenide for tie central locking system for emergencies by July i. 2019.
ln compliance with these requireme . STL plans to fu her expard ib portblio by entering into
technological te-ups with global companies. Sandhar entered into four Ws in past 18 months
with an aim to gain technological know-ho\,v, enabling it to expand in the safety and security
related component offerings

Minimal Capex in FY19-FY20, Other Than JV lnvestments
STL will only be spending maintenance capex of |NR7O0 million€oo million per annum in the
next two years. No capacity expansion is epected by the management in Fy19-Fy2O. other
than any customer specific requirement. The company is expected to infuse around lNR215
million in JVs in FY19-FY20. Overall capex and invesbnents in JVs is untikely to cross the
consolidated depreciation in FY19fY20 as per the management.

JVs are likely to be self-sufficient from FY20 and wi be raising debt at the JV tevel; thus
reduced support from parent towards JVs. This will support positjve FCF from Fy19 and
posjtive cash iows post invest nent in JVs from Fy20. lnd-Ra has assumed capex of around
7%-8olo of re\,/enues FY20 onwards, in line with the past trend. The company,s net leverage is
likely to remain in the range of 1.1x-1.5x between FY19-Fy22.

Revenue Addition ftom New Plants
STL expects around lNRl,700 million revenue in FY19 ftom the newty added planb, exctuding
JVs. lt e&ects lNR500 million from Chennai plant, lNR600 million from Hosur and INR6OO
million from the Jaipur plant. These plants were set up based on requiremenb from customers
such as JCB lndia, Kobelco Construction Equipment lndia private LimiH (operator cabins)
and TVS Motors. These revenue estimates are for first year of operation and likely to increase
from FY20. lnd-Ra e4ects to benefit from the ramp-up of these planb from Fy19.

Financial Analysis
Revenue and Profitability
STL has seen healthy growth in reverues at an 11.4% CAGR between Fy1s-FyrB. driven by
groMh in business from key customers amid growing a / and passenger vehicles segments.
Consolidated revenue incrEased by 20.8% yoy during Fy18; white EBTTDA inc.FJased by 42o/o.

Consolidated EBITDA margins elpanded by 160bp during the period to 10.7%, dri\ren by
economies of scale.

lssuer Rating History
Oate Rating
13 Algust 2018
22 September 2017
30 Algud m16
25 February 2015
20 Fekuary 2014
21 Ja rary 2013

INO M.
lNo A+
IND A+
IND A+
IND A.
IND A.

5
Sandh.r Iechnologies Limiled
Cldober 2018
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Latest Result

Revenues Diversifi cation
,. Segmenf wise
Historically, STL had skong revenue concentration in the a / segment. The segment had

accounted for around 85% of re\renues in FY12. which reduced to 69% in FY18 as STL has

been tocusing on increasing eposure io other segmenb such as passenger cars, consbuction

equipment and consumer durable segrnenB- As a result, conhibution of revenues lrom the 2W

segment has declined oler the years, allhough remains high. The 2W segment in lndia is a

fairly stable segment and gre{v by double digit in FY18 (15%), and hence provides stability to

the companYs re\r'enue growth.

Figurc 6

Segment wise Revenue Break Up

(%)

rm

a)

€o

,o

20

0

. Construciion industy

SoqtE: STL. h+Ra
FY15

ll. Geognphy w6e
STL has also erpanded overseas with operations in Mexico stadng in FY16. STL revenue from

its overseas operatjons accounted for around 13% (15%) ot consolidated revenues in FY18.

with Mexico operations ramping up gradually with the addition of new customeG such as

Bosch. STL revenues from olerseas operations are increasing lrom FYIT and are likely to

increase turther going forward.

6Sandhar Iechnologies Limiled
october 201E

Figure 5

Three Month Performance
(lNR million) O1FY19 O1FY18 YoY change (%)

Net sal€s 4.934 3,951 24-9
EgrToA 492 42A 15 0
EBITDA margin (%) 10.0 10.8
Net inco.ne 219 14tl 48 O

lnterest 31 90 $5.6
EBITDA,/interEst (x) 158 47
Source: STL. lflGRa
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ll l. Ptoduct-wise

Figure 7

Revenue FYIT
Olner
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Sourcer sTL. tnctRa

Figure 8

Revenue FYIS
O$er
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Figure I
Cost Structure
As % of net sales FY17 FY16 FY,15Raw madeaial
Pourer ard fuel cost
Employee cost
Other oeenses

58.4
3.4

13.5
13.9

59.0
3.7

14.6
14.6

59.6
3.6

,3.3
14.2

61.3

121

94
EBlTDAmargin
Sourcer STL, hd,Ra

10.7 8.1

lmmediate Peer Group - Comparative Analysis

Figurc 10

Peer Group Analysis
Company
Rating/Outlook
Financial year

STL
INO AAfStable

FYI S

Suprajit Engineering Limited
tND AAJStabte

FY,I8Reveou€ (lNR milloo)
EBIT0A (tNR mrthon)
EBITDA margins (%)
Net debl,,tBtTDA (x)
EBlTDAinterest (x)

SolJrce: tnGRa, companaes

19,M
2,083

10.7
1.1
,t.8

11,311
2,376

0.8
E.2

ffi,rl;3,,,"ioo* u. .o

FY18

OveMew of Company
Suprajit Engineering
Incorporat-.d in 198S, Supraiil Enok
trarosen r[it ;ril;; ;J":trTJeenns 

manufactures automotive conrol cables and

ri*"ffi ,.Hl[J#i['#":::"::r.[i:,H:!f il:,ffi 3fl rT."Li*
aaomon, iura-soneE;'d;Jl;Mil;I:^tJ"r,ltl;T#1,:",rins racirities asoss rndia. rn
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Details of Rated Debt lnstruments on 31 August 2018

Wotking CaPital Facilities
Line Rating/Outlook Sanction (lNR million)

Fund-based limits
IND AA-/Stable, ND A1+
IND M-/StableIND A1+
lNo AA-/Stable.il ND A1+
IND AA-/StablelINO A1+
IND AA-/StableI N D A1+

150.0
400.0
3@.0
500.0
200 0

1,550.0

Non-fund-bar€d limits
State Bank of lndia
Citi Bank
HOFC Bank
t{on{und-based limits

IND AA-/StablellND A1+
INO MJstableil No A1+
IND AA-/StableiND A1+

52.O
160.5

50.0
262.5

state Bank o{ lndia
Citi Bank
DBS Bank Limlted
Yes Eank
HDFC BANK
Fundt6ed llm'tls

Non-tund{asad limiB.{ortign curEncy
Yes Bank
Non{und+ased limits

Radngroudook
IND AA-/Stable.n NO A1+

Sanclion (EUR million)
90
g'0

Rating/Outook
IND A1+

Sanction (lNR million)
400Comhercial PaPer

CP

Source: STL, ln+Ra

s..tdl6r T.cMolooF! Linn€d

odoE( 2018

B
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Historical Financial lnformation

Figure 12

Sandhar Technologies Limited
(lNR million) FY18 FY17 FY16 FY'I5

Summary income statement
Gross revenues (+)

Revenue growth (%)
Operating EBITDA (befo.e income frorn associates)

Operating EBITDA margin (%)
Operating EBITDAR

Operatjng EBITDAR margin (%)
Operating EBIT

Operatjng EBIT margin (0,6)

Gross interest expense
Pretax income
Net income
Summary balance sheet
Cash & equivalents
Workjng capital

Accounts receivable
lnventory
Accounts payable

Total debt with equity credit
Short-term debt
Long-term senior secured debt
Long-term senror unsecured debt
Long-term subordinated debt
Other debt
Equiv credit

Total adiusted debt wth equity credit
Summary cash Ilow statement
Operaiing EBITDA

Cash interest
Cash tax

Nonrontrolling interest
Other items before funds flow from operations (FFO)

FFO
Change in working capital

cFo
Total non-operating/non-recuring cash f ow
Capital expenditures
Common dividends

FCF
FCF margin (7o)
Net acquisitions & divestitures
Other cash flow iterns

Cash iow frofi investing
Net debt proceeds
Net equity proc€eds

Cash fow from fnancing
Total change in cash
Coverage ratios (x)
FFO interest coveraqe
FFO fixed charge coverage
Operating EBlmAR gro6s interest elpense + reits
Operatinq EBlTDARynet interest expense + rents
Operatrng EBITDA/grcs interest elpense
Leverage ratios (x)
Total adjusted debUoperating EBITDAR
Total adjusted net debuoperating EBITDAR
Total debt with equity crediyope.ating EBITDA
FFO adjusted leverage
FFO adjusted net leverage

19,464
20.4

2,083
10.7

2,O83
10.7

1,408

432
1,023

656

2,618
1,251
2,674
2.O57
3,481
4,836
2,080
2,728

28
0
0
0

4,836

2,083
432

0
-11

1,478
_16

1,462
0

-1,761
,185
4U
-25
-74

0
-1,835
3,098

o
3,098
2,540

16114
6.5

1,467
9.1

1,467
9.1
883

426

416

78
1,U7
2,053
1,618
2,324
4,603
1,821
2,033

750
0
0
0

4,603

1,467
426

-89
0

30
984

-453

0
-1,492

-95

41
19
2

-1,071
0
0

-13
-647

15,132
2.1

1,413
9.3

1,413
9.3
862
5.7

424
452

70
1,015
1,667
1,598
2.250
3,9
1,247
1.521
'1,181

0
0
0

3,949

1,413
424
-163

0
40

873
147

1,020
0

-1,075

-1.8
6
0

-1,069
0
0

20
-246

14,821
17.2

1,391
9.4

1,391
9.4

868
5.9
410
514
383

1,199
1,876
1,572
2,249
3,705
1,423
1,760

522
0
0
0

3,705

1,391
-410
,115

0

915
-324
590

0
-1,113

-95
$'17

7
0

-1,106
0
0
0

€10

4.4
4.4
4.8
5.0
48

3.3
3.3
34

3.4

3.1
3.1
3.3
3.4

3.2

3.4
34
3.4

2.3
1.1
2.3

1.2

3.1
3.1
31

2.8
2_7

2.8

30

2.7

2.7
2.8
2.8

ISandha. Technologies Limiled
Oclober 2018
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The ratings abo\,€ were solicited by, or on behalf of, the issuer, and therelore, lndia
Ratings and Research has been compensated for the provision of the ratings.

ALL CREOIT RANNGS ASSIGNED BY INOIA RATINGS ARE SUAJECT TO CERTAIN LIMITATIONS
AND DISCLAIMERS. PLEASE REAO THESE LIMITATIONS ANO DISCLAIMERS BY FOLLOWNG THIS
LINK: HTTPS:/WWW INDIARATINGS CO.IIIURATING-DEFINITIONS lN ADOITION, RATING
DEFINITIONS AND THE TERMS OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S
PUAUC WEBSITE W!A/\^/ INDIARATINGS.CO,IN PUBLISHED RATINGS, CRITERIA, ANO
METHOOOLOGIES ARE AVAILABLE FROM THIS SITE AT ALL ]IMES. INDIA RATINGS' CODE OF
CONOUCT, CONFIDENTTAI-ITY, CONFLICTS OF INTEREST, AFFILI.ATE FIREWALL. COMPLIANCE,
AND OTHER REITVANT POLICIES ANO PROCEOURES ARE ATSO AVAII.ABLE FROM THE COOE
OF CONDUCT SECT]ON OF THIS SITE,

C.pyilar O 2013 
'y 
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