almendz

the financial powerhouse

Almondz Global Securities Ltd.

Ref; ags!/correslB'se!NSE! 19-20/0047 ‘November 2, 2019

The General Manager | The Listing Departrient

~(Listing & Corporate Relations) National Stock-Exchange of India L-td.
Bombay Stock Exchange Ltd. Exchange Plaza, Plot No. C/M1, G Block,
Phiroze Jeejeebhoy Towers, Bandra Kurla Complex,

Dalal Street, Bandra {E), Mumbai — 400051
Mumbai - 400 001 ‘ :

Sub: Disclosure under Regulation 30- Intimation of Revision' in Credit Rating.

Dear Sir/Ma'am,

With reference to the provisions of the Regulation 30 of the SEBI (Listing Obligations and'

Disclosure Requirements), Regulations, 2015, it-is hereby informed that there has been a
change in the credit rating by CARE Rating of the Company. We enclose a copy of the
aforesaid letter giving details of the rating as aforesaid for your information and record.
Thanking you,

Yours Faithfully,

For Almondz Global Sec me,s Ltd.

Ajay Pratap
Company Secretary & 4”’7;,
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Vice President Corporate Affairs”
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CARE/DRO/RR/2019-20/1584

Mr Navjeet S Sobti

Managing Director

Almondz Global Securities Limited
F-33/3, Okhla Industrial Area, Phase-ll,
New Delhi

Ciear Sir,

November 01, 2019

Credit rating of Bank facilities

Please refer to our letter dated October 01, 2019 on the above subject,

2. The rationale for the ratings is attached as an Annexure-1.

3. We request you to peruse the annexed document and offer your comments,
if any. We are doing this as a matter of courtesy to our clients and with a
view to ensure that no factual inaccuracies have inadvertently crept in. Kindly
revert as early as possible. In any case, if we do not hear from you by
November 04 2019, we will proceed on the basis that you have no comments

to offer.

If you have any further clarifications, you are welcome to approach us.

Thanking you,

ARy
‘gm

[fyoti Rautela]
Analyst
ivoti.rautela@careratings.com

nel.: As above

CARE Ratings Limited

Yours faithfully,

ST
it

[Gaurav Dixit]
Associate Director
gaurav.dixit@careratings.com

(Formerly known as Credit Analysis & Research Limited)

CORPORATE OFFICE: 4" Floor, Godre| Coliseum, Semalya Hospital Road,
Off Eastern Express Highway, Sion (E), Mumbai - 400 022,
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Rating Rationale
Almondz Global Securities Limited (AGSL)

Ratings

Facilities g Rating’ Rating Action

{Rs. crore)
Long term bank facilities 26.82 CARE BBB-; Ratings reaffirmed and
(reduced from Rs.75 crore) Negative Outlook revised from
Stable to Negative
26.82

Total Facilities {Rs. Twenty six crore and eighty

| | two lakhs only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

CARE, while assigning rating on the bank facilities of Almondz Global Securities Limited (AGSL), has taken a
consolidated view based upon financial and business profile of AGSL and its six wholly owned subsidiaries namely
Almondz Global Infra Consultant Limited {AGICL), Almondz Finanz Limited (AFL), Almondz Commaodities Private
Limited, Almondz Wealth Advisars Limited, North Square Project Private Limited and Skiffle Healthcare Services
Limited. This has been done as all these entities have strong financial linkages and operate under a common
promoter and management.

The revision in the outlook on the rating assigned to the bank facilities of AGSL takes into account changes in the
business profile of the group as it shifts from the core financial businesses to non-financial businesses. Post the
system wide liguidity issues that began in September 2018; the group has reduced its focus from financial
businesses such as equity and commaodity broking, merchant banking and distribution of financial products. Also
group’s financing arm AFL that provides unsecured loans to companies/individuals has registered only modest
growth with loan book remaining range bound over the last few years. Per the changed trajectory, the group
does not intend to increase its NBEC, wealth management and merchant banking business significantly from the
current levels and will instead focus on non-financial businesses such as infrastructure advisory business (through
AGICL) and distillery business (through Premier Alcobev Private Limited (PAPL)-associate company).

The ratings continue to derive strength from comfortable capitalization levels, gearing and liquidity levels. Also
ratings take into account group’s experienced promoter and management team and its long track record of
operations with established presence in capital market related business. However the shift in business from
capital market related business to non-financial business remains a key rating sensitive. Going forward, the ability
of AGSL to scale up its operations in infrastructure advisory and distillery business, effectively manage working
capital cycle in infrastructure advisory business while improving the profitability and maintaining the

capitalization profile would be the key rating sensitivities.

*tomplete definition of the ratings assigned are @ e gt www.cgreratings.com and other CARE publications
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Outlook: Negative

The Outlook for the long term facilities of AGSL has been revised from Stable to Negative on account of revamp in
AGSL's business strategy with group shifting its focus from its core capital market related business to relatively
new infrastructure advisory and distillery business. Also, the group is foraying into international infrastructure
advisory business mainly in road sector in African subcontinent. Presently, these businesses are in the incipient
stage and progress on the same need to be registered over medium term. The ratings may be revised downwards
if the credit profile including the profitability and scale of operations of the group (including that of its
subsidiaries) weakens due to the change in business strategy of the group or the increase in borrowings Is more
than envisaged. The outlook may be revised to ‘Stable’ if the company is able to sustain in the new business

segment while maintaining its capital structure and profitability margins.

Detailed description of the key rating drivers

Key Rating Strengths

Experienced promoters and management team

The group is promoted by Mr. Navjeet S Sobti, who has more than 30 years of diverse experience in Indian
financial services spanning across Corparate Finance, Money Markets, and Merchant Banking. Mr Sobti continues
to be one of the largest sharehalders in halding company Avonmore Capital and Management Services Limited.
Avonmaore held 56.87% in AGSL as on March 31, 2019. AGSL has an experienced Board of 8 members with 1
promater director and has experienced second line of management to carry out business operations in an

efficient manner.

Long track record of operations with established presence in capital market related business; however there is
change in trajectory of Almondz group with increasing focus on non-financial business

AGSL was incorporated in 1994 and has more than two decades of track record of operations in the financial and
capital market related business such as advisory and consulting in the area of debt and equity capital market,
broking in equity, commaedity and debt market, distribution of financial products and trading and investment in
debt market. With the renewal of merchant banking license, the company was expected to ramp up its corporate
finance business in FY19. However, the Indian capital and equity market was adversely affected post IL&FS crisis
in Sept 2018; which impacted the overall capital market business including that of AGSL. AGSL was not able to
generate significant traction in its equity and commodity broking, merchant banking business or increase its
financial product distribution portfolio. Also, the group's NBFC business has remained modest over last few years.
The group’s management has mentioned given the tepid prospects for them in the financial service industry, the
group is shifting its focus towards infrastructure advisory business (AGICL) and distillery business (PAPL), The
revenue generated through distillery business will only contribute 50% to the bottom line of AGSL; it being an

associate company. The management also stated that it is also planning to merge AGSL and AGICL in next 6 to 9

C
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months since going forward, infrastructure advisory will be group’s main focus area. The company’s track record

of managing new businesses in a sustainably profitable manner will be critical for its credit profile.

Comfortable capitalization

The capitalization levels of the group remain comfortable to support its current scale of operations. Almondz
group reported tangible net worth of Rs.139.35 crore and total debt of Rs.20.34 crore as on March 31, 2019 vis-3-
vis tangible net worth of Rs.130.16 crore and total debt of Rs.26.15 crore as on March 31, 2018. On a
consalidated basis, AGSL has maintained conservative leverage policy with gearing of 0.15 times as on March 31,
2019 (0.17 times as on March 31, 2018). However, adjusted for investment of Rs.14.51 crore in PAPL and
contingent liabilities of Rs.30 cr; the gearing will be 0.47 times as on March 31, 2019, As the group does not

intend to raise significant fresh borrowings, its capitalization profile is expected to maintain comfortable.

Key Rating Weaknesses

Moderate earning prafife

AGSL's profitability metrics has been moderate over last few years primarily on account of prohibition on its
merchant banking activities since December 2011, higher non-performing assets (MPAs) in NBFCs business, and
low profitability in infrastructure advisory business.

End fiscal 2019, AGSL reported total income and PAT of Rs.78.2 crore and Rs.9,7 crore respectively, up from total
income and PAT of Rs.76.7 crore and Rs.6.3 crore respectively in fiscal 2018. The marginal increase in total income
{up 2% Y-0-¥) was mainly on account of increase in corporate advisory fees to Rs.51.7 cr in FY19 (up 15% ¥-0-Y),
though partially offset by decline in its brokerage and commission revenues. End fiscal 2019, the total operating
incame and PBT from financial sector business (broking, distribution, wealth advisory, corporate finance advisory,
interest income on loan book, trading of shares, trading of bonds and derivatives) contributed to 48% and 68% of
total operating income and PBT respectively. Hence, going forward, as the management expects its share of
revenue from infra advisory business to increase while that from financial business to come down; the share of
the latter in profitability is also expected to moderate.

In spite of muted revenue growth, the consolidated PAT grew by 53% Y-o-Y to Rs 9.7 crore end fiscal 2019 mainly
due to lower provisioning costs and doubling of profit from minorities and associates. End fiscal 2019, the
provisioning expenses stood at Rs 1.4 crore, down 87% Y-0-Y due to absence of write offs off about Rs 10 crore
that were undertaken in fiscal 2018. Also, the profit from associates doubled from Rs 3.34 crore from 1,64 crore

due to growth in distillery business.

Unsecured lending in NBFC business
The lending activities of AGSL are undertaken by its whally owned subsidiary Almondz Finanz Limited (AFL). As on

March 31, 2019, AFL's loan book stood at Bs rore vis-a-vis Rs.26 crore as on March 31, 2018. NBFC business

3| (Formerly known as Credit Analysls & Research Limited)
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remained madest over last few years, The loan book comprises unsecured loans for tenure less than a year and
pravided to companies/individuals known to the promoters of Almondz group. Per management, the NBFC will
become a less focus area for the group and there may not be any incremental loan growth. However it continues
to contribute 35% of group’s PAT as on March 31, 2019, The Gross NPAs was Nil as on March 31, 2019 vs, Rs.3.01

crore (12,2% of loan book) as on March 31, 2018 as AFL wrote off one account amounting to Rs.10 crore in 2018,

Longer working capital cycle in infrastructure advisory business

Almondz Group (AGSL direct as well as through wholly owned subsidiary AGICL) provide technical consultancy
services in various infrastructure sectors such as Smart cities, Urban Infrastructure, Roads, Bridges, Highways,
Tunnels, Water & Waste Water, Tourism, Railways & Metro Rail, Ports & Inland Waterways & Airport. Going
forward, the group plans to scale up its infra advisory business up with about 70% of incremental business from
government projects and rest 30% from private sector players. During FY19, the company booked total revenues
of approx. Rs.36 crore in infrastructure advisory business and its debtors were Rs.11 crore as on March 31, 2018.
On account of higher debtors, the working capital requirement in infrastructure advisory business remains high.
Also, the group is planning to diversify its infrastructure advisory business to international sectors (in Africa)
mainly in the road sector. The projects will be for a tenor of 10-12 months and the project will be routed through
multi-lateral development institutions. Since the foray into international infrastructure advisory remains a new
trajectory, the progress on acceptance of bids and further execution of the projects and its impact on financial

profile of the group remains to be seen.

Liguidity Position; Adequate

The liquidity profile of the group remains comfortable on the back of low leverage. Cash and Cash equivalents
stood at Rs.16.02 crore as on March 31, 2019 (Rs,28.27 crore as on March 31, 2018). Company has Rs.14.5 crore
of investments in associates as on March 31, 2019 (Rs.14.5 crore as on March 31, 2018) and Rs.9.61 crore of
investments in other companies; out of which Rs.7.20 crore of investments are quoted investments (Rs.7.55 crore
of investments as on March 31, 2018, out of which Rs.5.14 crore of investments are quoted investments),

Further, company has the outstanding long term loan obligations of around Rs.7 crore to be repaid during FY20.

Rating sensitivity factors

Positive-CARE could change the outlook back to Stable if AGSL scales up its operations in infrastructure advisory
and distillery business in a steady manner, effectively managing working capital cycle in infrastructure advisory
business while improving the profitability with RoTA (consolidated) on a sustainable basis of about 5%,
comfortable asset quality and liguidity metrics while maintaining capitalization profile with gearing below 0.5

times.

Negative- The ratings/outlook may be revised downwards if the credit profile including the profitability, asset

"l
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quality and/or scale of operations of the group (including that of its subsidiaries) weakens due to the change in

business strategy of the group or the increase in borrowings is more than envisaged (above 0.5 times).

Analytical approach: Consolidated, on account of strong financial and management linkages and corporate

guarantee provided by AGSL for the bank facilities of AGICL.
Following are the subsidiaries of AGSL:

¢ Almondz Global Infra Consultant Limited
» Almondz Finanz Limited

*  Almondz Commodities Private Limited

s Almondz Wealth Advisors Limited

» Skiffle Healthcare Services Limited

e MNorth Square Projects Private Limited

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings

CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

CARE Methodology for Non Banking Financial Companies
Financial Sector —Financial Ratios

About the Company

AGSL (formerly Allianz Securities Limited) is incorporated in 1994 and is the flagship company of Almondz Group,

Avonmare Capital and Management Services Limited is the holding company of Almaondz Global securities holding

55.87% as at end fiscal 2019, Avonmore is 8.58% held by Mr Navjeet Sobti, promoter, director of Almondz Group.

Apart from being a SEBI registered merchant banker, AGSL is also engaged in corporate finance advisory,

investment banking, trading / investments in debt & equity securities, equity, commodity and fixed income

broking, distribution of financial products and wealth management and NBFC business. Over last few years, the

company has also entered into non-financial sector businesses such as infrastructure advisory {through 100%

subsidiary), distillery {through 1V} and chain of eye care clinics.

AGSL has a team of around 170 professionals and support staff spread across 5 branches, with corporate offices in

Delhi and Mumbai.

Financials: {in cr)
For the period ended / as at March 31, 2017 2018 2019
(12m, A) {12m, A) (12m, A}
Working Results
Interest Income 6.23 7.84 7.46
Interest & Financial Charges 4.30 2.58 2.47
MNet Interest Income 1.94 4.96 4.99
Fee Based Income 45.42 60.94 65.94
Other Income 3.16 7.86 4.79
Total Income 54.81 76.75 78.19
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For the period ended / as at March 31," 2017 2018 2019
(12m, A) {1Zm, A) {12m, A)
Operating Expenses 50.81 58.10 66.39
Provisions and write-offs 0.00 10.81 139
PAT 0.38 6,33 9.67
Financial Position
Tangible Networth 124.19 129.67 139.35
Total Borrowings 24.75 26.15 20.34
Investments 21.32 25.52 33.10
Total Assets 167.70 185.35 191.00
Key Ratios
Solvency
Overall gearing ratio(times) 0.20 0.20 0.15
Interest coverage(times) 0.91 2.63 4.21
Profitability & Operating Efficiency Ratios (%)
PBILDT Margin 9.93% 11.88% 15.33%
PBIT Margin (PBIT / Total Income} 7.15% 10.23% 13.29%
PAT Margin [PAT / Total Income) 0.69% B8.25% 12.37%
ROTA (PAT / Average Total Assets) 0.23% 3.42% 5.06%
RONW (PAT/average net wnrgh} 0.31% 4.88% 6.94%

A: Audited, #: Consolidated,

Note: Ratios have been computed based on averoge of annual opening and closing balances
NIt has been colculated as net interest income/ average annua/ total assets

Status of non-cooperation with previous CRA: NA

Any other infarmation: Not applicable

Rating History for last three years: Please refer Annexure-2

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the = Rating asslgnéd—
Instrument Issuance Rate Date Issue along with Rating
‘ {Rs. crore) Outlook
Fund-based-Lang Term - - 26.82 CARE BBE-;
Megative
Annexure-2; Rating History of last three years
Isr. Mame of the Current H_e;tings Rating history
No.| Instrument/Bank Type Amount | Rating Date(s) & | Date(s) & | Datels) & | Date(s] &
Facilities Outstanding Rating(s] | Ratingls) | Rating{s) | Rating(s)
|Rs. crore) assigned in | assigned in | assigned in | assigned in
| | 2019-2020 | 2018-2019 | 2017-2018 | 2016-2017
1. [Fund-based-Long Term LT 26,82 CARE BBB-; 1)CARE BBB- - =
MNegative . Stable
| (29-Aug-18)

Annexure 3: Details of Rated Facilities

Long-term facilities

A. Rupee term loans as at June 30, 2019
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Sr. Lender

No.

Rated Amount
{Rs. Crore}

Remarks

L Union Bani: u_fEndia

Total

8.82

Outstanding

B. Non-Fund Based |imits as at June 30, 2019 (Rs. crore)

Sr. Mo. Name of Bank MNon-Fund Based Limits
cc* BG oD Total Non-fund-based
limits
1 | Axis Bank 18.00 18.00
TOTAL 18.00

*CC=Cash credit: LC=Letter of credit; BG=Bank guarantee

Total long-term facilities as at June 30, 2019 is Rs. 26.82 crore
(This follows our brief rationzale for entity published on October 09, 2019)

{Fermerly known as Credit Analysis & Research Limited)
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Note on complexity levels of the rated instrument: CARE hos clossified instruments rated by it on the basis of complexity. This classificotion
is available ot www.coreratings.com, nvestors/market intermediaries/requlntars or others are weltome to write to care@coreratings.cam
for any clarifications.

Contact us
Media Contact
Mradul Mishra
Contact no.— +91-22-6837 4424
Email 1D — mradul.mishra@careratings.com

Analyst Contact

Group Head Name - Gaurav Dixit

Group Head Contact no.-+91-11-4533 3235/+91 3717070079
Group Head Email 1D- gaurav.diat@careratings.com

Business Development Contact

Name: Swati Agrawal

Contact no. < +91-11-4533 3200/ +91-98117 45677
Email ID : swati.agrawal@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established ftself as one of the leading credit rating
agencies in India, CARE s registered with the Securities and Exchange Beard of India {SEBI) and alse recognized as an External Credit
fssessment Institution (ECAI) by the Reserve Bank of India (RB1). CARE Ratings is proud of its rightful place inthe Indian capital market built
around investor canfidence. CARE Ratings provides the entire spectrum of eredit rating that helps the corporates to raise capital for their
varlous requirements and assists the investors to form an Infarmed Investment decision based on the credit risk and their own risk-return
exnectations, Qur rating and grading service offerings leverage our domain and analytical expertise backed by the methodologies
congruent with the international best practices.

Disclaimer

CAHE's ratings are opinions on credit quality and are not recommendations ta santtion, renew, disburse or recasll the concerned bank
facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on infermation obtained from sources believed by it to be
accurate and reliable. CARE does rol, however, guarantee the accuracy, adequacy or completeness of any infarmation and is not
responsible far any errars or omissions or for the results obtained from the use of such information. Mast entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

in case of partnership/proprietary concerns, the rating foutlook assigned by CARE is based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating/outiook may undergo change in case of withdrawal of
capital or the unsecured loans braught in by the partners/proprietor in addition to the financial performance and other relevant factars

=*Fpr detailed Rationale Report and subscription infarmation, please contact us at www,careratings.com
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