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Detailed Rationale

CRISIL Ratings’ ratings on the bank facilities of Tata Autocomp Systems Limited (TACO) continue to reflect healthy business
risk profile, as indicated by its leading market position in the automotive (auto) components business, as well as diversified
revenue profile and technological tie-ups with global auto component manufacturers. The ratings also factor in the support
TACO receives from the Tata Sons Pvt Ltd (Tata Sons; rated ‘CRISIL AAA/Stable/CRISIL A1+’). These strengths are partially
offset by customer concentration risk in revenue, industry cyclicality, leveraged capital structure post acquisition of TitanX
and weak but improving assemblies and overseas businesses.

CRISIL Ratings has upgraded its rating on the long-term bank facilities of TACO to ‘CRISIL AA/Stable’ from ‘CRISIL
AA-/Paositive’ while the short-term rating is reaffirmed at ‘CRISIL A1+ on October 07, 2022. The upgrade in rating reflects
higher-than-expected improvement in overall operating and financial profile of the group backed by healthy increase in
revenue and operating profitability, and strong internal cash accruals. The improved business profile is driven by improving
product diversity and new orders from its largest customer, Tata Motors Ltd (TML; rated ‘CRISIL AA-/Stable/CRISIL A1+"), as
well as other customers.

The rating also reflects higher-than-expected improvement in overall operating and financial profile of the group backed by
healthy increase in revenue and operating profitability, and strong internal cash accruals. The improved business profile is
driven by improving product diversity and new orders from its largest customer, Tata Motors Ltd (TML; rated ‘CRISIL
AA-/Stable/CRISIL A1+'), as well as other customers.

The consolidated revenue grew by about 65% in fiscal 2022 to Rs 8,387 crore while operating margin improving to 10.9%
from 7.7%. in the previous fiscal driven by various cost efficiency measured implemented by the group. The improvement in
operating performance is seen across entities in the group. The performance is expected to sustain over the medium term
by new orders from Tata Motors, addition of new customers, and product diversification consisting of electric vehicles (EV)
auto components. The group expects the consolidated revenue to grow by over 50% in the current fiscal 2023 on the back
of positive automotive outlook for PV and CV auto industry in India, up-take in economic activity, and increase in EV
penetration adoption. The group currently has presence in EV majorly for TML models. The share in revenue is ~10%. The
group expects to add more customers like MG Motors, Bajaj Auto to supply battery management systems etc and will
continue to focus on EV segment with its share expected to reach ~40% by fiscal 2025. The operating margin is expected to
remain at about 11% despite operating leverage benefit as it will be offset by the input cost inflation given the current macro-
economic scenario.

To leverage on this growth, the group is expected to incur around Rs 2000 crore capex over the medium term towards
capacity expansion. The same is expected to be funded primarily through internal accruals given the strong improvement in
operating performance to be sustained over the medium term. As a result of expected sharp growth in operating profits,
cash flows shall be more than sufficient to cover capex spends and shall also enable reduction in debt levels. Even in fiscal
2022, the group’s debt protection metrics were better-than-expected as reflected in debt/EBITDA of 1.4 times as against 3.5
times in previous fiscal.

Liquidity is expected to remain healthy supported by cash surplus, unutilized bank lines and expected annual cash accrual
of RS 500-600 crore per annum. As on March 31, 2022, the company had adequate liquidity with cash and equivalent and
unutilized bank lines of around Rs 658 crores.

Analytical Approach
For arriving at the ratings, CRISIL Ratings has combined the business and financial risk profiles of TACO and its
subsidiaries, TitanX, Tata Toyo Radiator Limited, Automotive Stampings and Assemblies Limited, Tata AutoComp



Hendrickson Suspension Private Limited, and the joint ventures (JVs), namely, Tata Ficosa Automotive Systems Limited,
Tata AutoComp GY Batteries Pvt Limited, Prestolite, and Gotion JV to full extent and TM Automotive Seating Systems Pvt
Limited, Tata AutoComp Katcon Exhaust Systems Pvt Limited, and Air TTR to the extent of TACO'’s shareholding. This is
because all these companies, collectively referred as the TACO group, have business and financial linkages.

CRISIL Ratings has also applied parent notch-up framework to factor support available to TACO from Tata Sons Pvt Limited
(CRISIL AAA/Stable/CRISIL A1+’) as TACO is the subsidiary of Tata Sons Pvt Limited.

Please refer Annexure - List of entities consolidated, which captures the list of entities considered and their analytical treatment of consolidation.

Key Rating Drivers & Detailed Description

Strengths:

Established position in the auto components business and diversified revenue profile:

The TACO group is one of the leading players in the auto components industry with a track record of over two decades. The
diversity and scale of operations has also benefited significantly from the acquisition of TitanX in 2016, which helped the
group gain a foothold in the global radiator industry. As a result, customer diversity has also improved for the TACO group
with share of Tata Motors reducing to 30%-35% of total revenue from fiscal 2018 onwards from around 50% in the past.
Furthermore, TACO is present in diverse product segments such as interior plastics and composites, radiators, batteries,
stampings, suspensions, mirror assemblies and engine cooling systems. Enhanced geographical and customer diversity will
benefit the TACO group in achieving stable operating performance over the medium term.

Technological tie-ups with global component manufacturers:

Over the years, TACO has actively forged technical and financial JVs with major global auto component manufacturers such
as Hendrickson International (USA), Ficosa International SA (Spain), GS Yuasa International (Japan), Magna International
Inc (Canada), T Rad & Co Ltd (Japan), and Hefei Gotion (China). Most of these JV partners are among the market leaders
in their respective product lines and have technological acumen and years of working relationships with leading global
original equipment manufacturers (OEMs).

Adequate and improving financial risk profile:

TACO's key financial debt metrics have improved significantly in fiscal 2022 due to improved operating performance. For
instance, the group’s debt-to-EBITDA (excluding the Ind-AS impact and including the debt for the acquisition of TitanX) ratio
at a consolidated level stood at 1.4 times in fiscal 2022, a sharp correction from 3.5 times in previous fiscal. Given the
positive demand outlook thereby ensuring strong top-line and operating profitability growth over the medium term could
result in further strengthening of the key debt protection metrics. Further, the group’s consolidated annual accruals are
expected to improve significantly in over fiscal 2023 to fiscal 2025, which shall be more than sufficient to repay debt
obligations of ~ Rs 200-250 crore p.a.

Support from and strategic importance to parent:

TACO is strategically important to the Tata group, because of its status as the holding company for the group's ventures into
the auto components sector. The group has been setup primarily with a view of captive consumption and ecosystem
creation and more recently to tap the Electric Vehicle market. Over the years, the group has entered strategic partnerships
to enable synergy benefits for Tata Motors Limited in terms of technology adoption and know-how. The group having gained
from the partnerships is now looking to add other clients and leverage on the technical know-how. TACO, along with various
group companies, is a single-source supplier of components for a number of existing as well as proposed models of Tata
Motors.

TACO is owned fully by Tata group entities with direct holding by Tata Sons (14.25%), and indirect holding of Tata Sons
through Tata Industries Limited, Tata Motors Limited, and Tata Capital Limited. Tata Sons Pvt Ltd (CRISIL
AAA/Stable/CRISIL Al+) along with Tata Industries Ltd (CRISIL AAA/Stable/CRISIL Al+) are actively involved in TACO's
management and strategic decisions. TACO benefits from healthy financial flexibility on account of it being a part of the Tata
group. In the past, the Tata group has demonstrated its support to TACO to tide over exigencies by extending unsecured
loans in fiscal 2010 and preference capital, inter-corporate deposits between fiscals 2005 and 2009 to fund investment
plans. CRISIL believes strong management and financial support from the Tata group will remain a key rating driver for
TACO.

Weakness:

Customer concentration risk in the revenue profile:

Major portion of revenues, about 45-50% comes from sales to Tata Motors passenger vehicle segment while the same has
reduced post completion of acquisition of TitanX. The revenue share, however, is expected to increase due to high growth
expected in electric vehicle segment. The group is looking to add new clients under certain business segments, however,
given the EV boom, and Tata Motor’s first mover advantage, revenue concentration is likely to be skewed to Tata Motors. EV
adoption is likely to increase in the medium to long term on account of higher penetration and increase in public charging
stations.

Susceptibility to inherent cyclicality in the auto industry:

TACO group derives its almost entire revenue from the OEM segment, which is inherently cyclical. Auto OEMs were
adversely hit in fiscal 2020 due to drop in consumer spending, weak monsoon, and imposition of BS-VI. To add further
pressure, fiscal 2021 was impacted by COVID-19 pandemic led disruption. Growth recovered only from the second half of
fiscal 2021. While the group’s annual revenue has recorded compound annual growth rate of 15% over the five fiscals
through 2022, performance remains vulnerable to economic downturns largely related to inflation headwinds and supply of
key raw materials.

Liquidity: Strong



Liquidity is expected to remain strong, supported by cash surplus, unutilized bank lines and expected annual cash accrual of
INR 1,000 crores upwards. As on March 31, 2022, the company had adequate liquidity in the form of cash and equivalent
and unutilized bank lines of around INR 658 crores.

Outlook: Stable

CRISIL Ratings believes that TACO will continue to benefit from its diverse business segments, widening geographic
presence, improving customer base, and steady demand prospects for its products, supported by healthy operating
capabilities. Over the medium term, better cash flow generation from domestic and overseas businesses, and prudent
capital spend, will enable TACO's debt metrics to witness steady improvement.

Rating_Sensitivity Factors

Upward Factors:

e  Sustenance of customer and geographical diversity in revenue, and better than anticipated revenue growth, which along
with steady operating profitability (10%-12%), will lead to higher cash accruals.

« Better than anticipated improvement in debt metrics (debt / EBITDA around 0.5 times) on a sustained basis, supported
by prudent capital spending.

Downward Factors

. Weak business performance impacting cash generation, or additional, sizeable debt-funded capex, investments, or
acquisitions, delaying the expected correction in debt metrics (debt to EBIDTA ratio of over 2.0 times on steady-state
basis)

e Change in stance of support from the promoter group

« Significant deterioration in credit risk profile of the Tata Sons

About the Company

TACO was promoted by the Tata group in 1995 and it operates as the vehicle for the group's ventures in the auto
components business. TACO is owned by Tata group companies with Tata Sons Pvt Ltd holding 14.25%, Tata Industries Ltd
holding 34.40%, TML holding 26% and Tata Capital Ltd (‘CRISIL AAA/Stable/CRISIL A1+’) holding 24% stake. TACO's own
standalone operations include manufacture of auto plastic products and sheet-moulded composite parts. Furthermore,
TACO offers services in engineering and supply chain management, and provides centralised corporate services to group
companies. The TACO group currently operates through domestic subsidiaries and operating JVs, organised under
Automotive Stampings & Assemblies Limited, Tata AutoComp Hendrickson Suspensions Private Limited, Tata Toyo Radiator
Limited, Tata Ficosa Automotive Systems Limited, Tata AutoComp GY Batteries Limited, and TM Automotive Seatings
Systems Private Limited , which are in auto stampings, lift axles and tandem-boogie suspensions, radiators, rear-view
interior and exterior mirrors, auto storage batteries and seating systems, respectively. Furthermore, the TACO group has an
overseas operating subsidiary in China and an overseas holding company. In September 2012, TACO completed the
merger of TACO Composites Ltd (erstwhile wholly owned subsidiary of TACO) with itself. The merger was effective from
April 1, 2011. The group operates 33 manufacturing facilities spread across India, including two facilities in China and four
technology centres in India.

TACO acquired TitanX in fiscal 2017 through its subsidiary Ryphez Holding (Sweden) AB. The acquisition of TitanX offers
TACO the latest technology in engine cooling solutions for commercial vehicles outside India and helps TACO expand its
reach globally, acquire new customers, as well as enhance its presence in the cooling and emission control segments.
Customers for TitanX include Daimler AG (Daimler; rated BBB+/Negative/A-2 by S&P Global), AB Volvo (Volvo; rated
A-/Stable/A-2 by S&P Global), Scania AB (Scania; rated BBB/Stable/A-2 by S&P Global) and IVECO S.P.A, Italy. Further,
TACO has provided corporate guarantee towards loan facility obtained from lenders by Ryphez Holding (Sweden) AB.

Key Financial Indicators- (CRISIL Ratings-adjusted)
As on March 31 Unit 2022 2021 2020
Revenue Rs crore 8,577 5,196 4818
Profit After Tax (PAT) Rs. crore 488 -45 42
PAT Margin % 5.7 -0.9 0.9
Adjusted debt/networth Times 1.1 1.8 1.79
Adjusted interest coverage Times 7.54 3.59 3.19

Any other information: Not applicable

Note on complexity levels of the rated instrument:
CRISIL Ratings™ complexity levels are assigned to various types of financial instruments and are included (where
applicable) in the 'Annexure - Details of Instrument' in this Rating Rationale.

CRISIL Ratings will disclose complexity level for all securities - including those that are yet to be placed - based on
available information. The complexity level for instruments may be updated, where required, in the rating rationale
published subsequent to the issuance of the instrument when details on such features are available.

For more details on the CRISIL Ratings™ complexity levels please visit www.crisilratings.com. Users may also call the
Customer Service Helpdesk with queries on specific instruments.

Annexure - Details of Instrument(s)

ISIN Name of Date of Coupon Maturity | Issue size Complexity Rating assigned
instrument allotment rate (%) date (Rs.Crore) level with outlook

NA Cash Credit NA NA NA 45 NA CRISIL AA/Stable



https://www.crisilratings.com/en/home/our-business/ratings/complexity-levels.html

NA | Working Capital NA NA NA 95 NA CRISIL AA/Stable
Facility
Proposed
NA | Working Capital NA NA NA 30 NA CRISIL AA/Stable
Facility
Letter of credit
NA & Bank NA NA NA 70 NA CRISIL A1+
Guarantee
Annexure - List of Entities Consolidated
Names of Entities Consolidated Extent of Consolidation Rationale
Ryphez Holding (Sweden) AB Full Consolidation Subsidiary
TitanX Holding AB (Sweden) Full Consolidation Step subsidiary
TACO Holdings (Mauritius) Ltd Full Consolidation Subsidiary
Nanjing Tata Autocomp Systems Ltd Full Consolidation Step subsidiary
Tata Toyo Radiator Ltd Full Consolidation Subsidiary
Air International TTR Thermal Systems Pvt. Ltd Full Consolidation Joint Venture
Automotive Stampings and Assemblies Ltd Full Consolidation Subsidiary
TACO Eng. Services GmbH Full Consolidation Subsidiary
Tata Autocomp Hendrickson Pvt Ltd Full Consolidation Joint Venture
Tata Ficosa Automotive Systems Ltd Full Consolidation Joint Venture
Tata Autocomp GY Batteries Pvt Ltd Full Consolidation Joint Venture
TM Automotive Seating Systems Pvt Ltd Proportionate Consolidation Joint Venture
Tata Autocomp Katcon Exhaust Systems Pvt Ltd Proportionate Consolidation Joint Venture
Annexure - Rating History for last 3 Years
Current 2023 (History) 2022 2021 2020 ngg(ff
Instrument Type o‘ﬁﬂzﬂﬂitng Rating Date Rating Date Rating Date Rating Date Rating Rating
Fund Based CRISIL CRISIL CRISIL CRISIL
Facilities Lt 1700 anstable 07-10-22 passtable 241220 A\ iStable  AA-Stable
CRISIL CRISIL
25-02-22 p ppositive 800920 n"sstable
CRISIL
18-06-20 An/Stable
CRISIL
81-03-20 pn’/Stable
Non-Fund Based CRISIL CRISIL CRISIL
Fanilitios ST 70.0 ALy 07-10-22  CRISILAL+ 24-12-20 ALt ALy
CRISIL
25-02-22 | CRISILAL+ 30-09-20 ALt
CRISIL
18-06-20 ALt
CRISIL
31-03-20 ALt
Non C tibl . CRISIL
Dggen(t)::leesr we LT 80-09-20 Withdrawn | x*cale
CRISIL
18-06-20 A n’/Stable
CRISIL
81-03-20 A Stable
All amounts are in Rs.Cr.
Annexure - Details of Bank Lenders & Facilities
Facility Amount (Rs.Crore) Name of Lender Rating
Cash Credit 45 State Bank of India CRISIL AA/Stable
Letter of credit & Bank 20 Axis Bank Limited CRISIL AL+
Guarantee
Letter of credit & Bank 30 ICICI Bank Limited CRISIL A1+
Guarantee
Letter of credit & Bank 5 State Bank of India CRISIL AL+
Guarantee
Letter of credit & Bank 15 HDFC Bank Limited CRISIL A1+
Guarantee
Proposed Working Capital 30 Not Applicable CRISIL AA/Stable

Facility




Working Capital Facility 80 Axis Bank Limited CRISIL AAiStable
Working Capital Facility 15 HDFC Bank Limited CRISIL AA/Stable

This Annexure has been updated on 24-Jan-23 in line with the lender-wise facility details as on 04-Aug-21 received from the rated entity
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Note for Media:

This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper/magazine/agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL Ratings. However, CRISIL Ratings alone has
the sole right of distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites and portals.

About CRISIL Ratings Limited (A subsidiary of CRISIL Limited, an S&P Global Company)

CRISIL Ratings pioneered the concept of credit rating in India in 1987. With a tradition of independence, analytical rigour and
innovation, we set the standards in the credit rating business. We rate the entire range of debt instruments, such as bank loans,
certificates of deposit, commercial paper, non-convertible/convertible/partially convertible bonds and debentures, perpetual
bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other structured
debt instruments. We have rated over 33,000 large and mid-scale corporates and financial institutions. We have also instituted
several innovations in India in the rating business, including ratings for municipal bonds, partially guaranteed instruments and
infrastructure investment trusts (InvITs).

CRISIL Ratings Limited ('CRISIL Ratings') is a wholly-owned subsidiary of CRISIL Limited ('CRISIL"). CRISIL Ratings Limited is
registered in India as a credit rating agency with the Securities and Exchange Board of India ("SEBI").

For more information, visit www.crisilratings.com

About CRISIL Limited

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better.

It is India’s foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and
data to the capital and commodity markets worldwide.

For more information, visit www.crisil.com

Connect with us: TWITTER | LINKEDIN | YOUTUBE | EACEBOOK

CRISIL PRIVACY NOTICE

CRISIL respects your privacy. We may use your contact information, such as your name, address and email id to fulfil your request and service your
account and to provide you with additional information from CRISIL. For further information on CRISIL's privacy policy please visit www.crisil.com.

DISCLAIMER

This disclaimer is part of and applies to each credit rating report and/or credit rating rationale (‘report’) that is
provided by CRISIL Ratings Limited ('CRISIL Ratings'). To avoid doubt, the term 'report’ includes the information,
ratings and other content forming part of the report. The report is intended for the jurisdiction of India only. This
report does not constitute an offer of services. Without limiting the generality of the foregoing, nothing in the report is
to be construed as CRISIL Ratings providing or intending to provide any services in jurisdictions where CRISIL
Ratings does not have the necessary licenses and/or registration to carry out its business activities referred to
above. Access or use of this report does not create a client relationship between CRISIL Ratings and the user.

We are not aware that any user intends to rely on the report or of the manner in which a user intends to use the
report. In preparing our report we have not taken into consideration the objectives or particular needs of any
particular user. It is made abundantly clear that the report is not intended to and does not constitute an investment
advice. The report is not an offer to sell or an offer to purchase or subscribe for any investment in any securities,
instruments, facilities or solicitation of any kind to enter into any deal or transaction with the entity to which the
report pertains. The report should not be the sole or primary basis for any investment decision within the meaning of
any law or regulation (including the laws and regulations applicable in the US).

Ratings from CRISIL Ratings are statements of opinion as of the date they are expressed and not statements of fact
or recommendations to purchase, hold or sell any securities/instruments or to make any investment decisions. Any
opinions expressed here are in good faith, are subject to change without notice, and are only current as of the
stated date of their issue. CRISIL Ratings assumes no obligation to update its opinions following publication in any
form or format although CRISIL Ratings may disseminate its opinions and analysis. The rating contained in the
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report is not a substitute for the skill, judgment and experience of the user, its management, employees, advisors
and/or clients when making investment or other business decisions. The recipients of the report should rely on their
own judgment and take their own professional advice before acting on the report in any way. CRISIL Ratings or its
associates may have other commercial transactions with the entity to which the report pertains.

Neither CRISIL Ratings nor its affiliates, third-party providers, as well as their directors, officers, shareholders,
employees or agents (collectively, 'CRISIL Ratings Parties’) guarantee the accuracy, completeness or adequacy of
the report, and no CRISIL Ratings Party 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 the report. EACH CRISIL RATINGS
PARTY DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING BUT NOT LIMITED TO
ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR
USE. In no event shall any CRISIL Ratings Party 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.

CRISIL Ratings may receive compensation for its ratings and certain credit-related analyses, normally from issuers
or underwriters of the instruments, facilities, securities or from obligors. Public ratings and analysis by CRISIL
Ratings, as are required to be disclosed under the regulations of the Securities and Exchange Board of India (and
other applicable regulations, if any), are made available on its website, www.crisilratings.com (free of charge).
Reports with more detail and additional information may be available for subscription at a fee - more details about
ratings by CRISIL Ratings are available here: www.crisilratings.com.

CRISIL Ratings and its affiliates do not act as a fiduciary. While CRISIL Ratings has obtained information from
sources it believes to be reliable, CRISIL Ratings does not perform an audit and undertakes no duty of due
diligence or independent verification of any information it receives and/or relies on in its reports. CRISIL Ratings has
established policies and procedures to maintain the confidentiality of certain non-public information received in
connection with each analytical process. CRISIL Ratings has in place a ratings code of conduct and policies for
managing conflict of interest. For details please refer to: https://www.crisil.com/en/home/our-
businesses/ratings/regulatory-disclosures/highlighted-policies.html.

Rating criteria by CRISIL Ratings are generally available without charge to the public on the CRISIL Ratings public
website, www.crisilratings.com. For latest rating information on any instrument of any company rated by CRISIL
Ratings, you may contact the CRISIL Ratings desk at crisilratingdesk@crisil.com, or at (0091) 1800 267 1301.

This report should not be reproduced or redistributed to any other person or in any form without prior written
consent from CRISIL Ratings.

All rights reserved @ CRISIL Ratings Limited. CRISIL Ratings is a wholly owned subsidiary of CRISIL Limited.

CRISIL Ratings uses the prefix 'PP-MLD' for the ratings of principal-protected market-linked debentures (PPMLD) with effect
from November 1, 2011, to comply with the SEBI circular, "Guidelines for Issue and Listing of Structured Products/Market Linked
Debentures”. The revision in rating symbols for PPMLDs should not be construed as a change in the rating of the subject
instrument. For details on CRISIL Ratings' use of 'PP-MLD' please refer to the notes to Rating scale for Debt Instruments and
Structured Finance Instruments at the following link: https://www.crisil.com/en/home/our-businesses/ratings/credit-ratings-
scale.html
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