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The ART of annual report analysis 
 Capitalization of expense

increased to INR4.6b, 68.9%
of overall R&D spends in
FY20.

Outstanding ICDs stood at
INR5b equally spread
amongst 5 companies. 

 Inventory liquidation of INR14.5b due to BSVI
transition turned CFO positive to INR9.4b (FY19:
-INR3.6b).

 HLF’s performance muted; losses of other
subsidiaries increased to INR1.8b (FY19:
INR1.5b).
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ASHOK LEYLAND FY20 
Ashok Leyland’s (AL) FY20 Annual Report highlights its muted operating 
performance. Standalone EBITDA declined by 63% YoY to INR11.7b (FY19: 
INR31.4b), led by decrease in domestic volumes of LCVs/M&HCVs by 
14%/46% due to the weak operating environment. HLF’s standalone PAT 
growth was subdued 4% YoY to INR2.9b due to 92% decline in other income 
to INR0.1b. Losses of other subsidiaries increased to INR1.8b (FY19:INR1.5b) 
while revenue declined. Standalone capitalization of expenses increased to 
INR4.6b, 68.9%/5.2% of overall R&D spends/gross block (FY19: INR2.9b, 
43.6%/3.8%). Standalone Intangible assets increased 46% YoY to INR10.8b, 
14.9% of net worth (NW), mainly comprising ‘in-house developed’ 
intangible assets. In FY20, ‘acquired technical knowhow’ of INR528m (net 
block) has been regrouped into ‘in-house developed’. Useful life of 
‘acquired’/‘in-house developed’ intangible assets stands at 5-6 years/6-10 
years. CFO turned positive to INR9.4b (FY19: -INR3.6b), primarily due to 
liquidation of BS-IV inventory worth INR14.5b. As a result, inventory days 
reduced by 12 days in FY20 to 37 days and cash conversion cycle improved 
to -33days (FY19: -25 days). Inter-corporate deposits (ICDs) of INR9.5b 
(FY19: INR 7.4b) were given during the year from standalone; of which 
INR5.0b remained outstanding as at end-FY20. These ICD’s o/s pertain to 5 
companies (of INR 1 b each), which includes Hinduja Energy – a fellow 
subsidiary. Standalone gross and net debt increased in FY20 to INR33.2b 
(FY19: INR6.3b) and INR20.0b (FY19: net cash of INR7.4b), respectively. 

 Liquidation of BS-IV inventory led to spurt in cash flow: Cash flow 
from operations increased to INR9.4b in FY20 (FY19: -INR3.6b), 
primarily due to liquidation of BS-IV inventory, which led to decline 
in inventory by INR14.5b YoY to INR12.4b in FY20. This resulted in 
inventory days declining by 10 days YoY to 37 days. Thus, earnings to 
cash conversion ratio increased to 88% in FY20 (FY19: 6%). 
Standalone free cash flow (post interest) remained negative at 
INR5.0b (FY19: INR12.0b) due to rising capital intensity. Capex in 
FY20 rose to INR12.9b (FY19: INR7.3b).

 Expense capitalization increases intangibles (including IAUD) to 
14.9% of NW: During FY20, the company capitalized expenses of 
INR4.6b, 68.9%/5.2% of overall R&D expense/gross block (v/s FY19: 
INR2.9b, 43.6%/3.8% of R&D/gross block). This primarily pertains to 
BSVI, AVTR (Modular Platform) and the LCV project. These mainly 
comprised (a) employee benefit expense of INR0.7b, (b) finance cost 
of INR0.3b, and (c) other expense of INR3.6b. Total intangibles 
increased to 9.1b, 12.5% of NW in FY20 (FY19: INR3.6b, 4.3% of NW), 
mainly due to ‘in-house developed’ technical knowhow of INR8.2b. 
IAUD stood at INR1.7b, 2.4% of NW.

 Losses of other subs continue; capital infused, impairment 
recognized: During FY20, AL made fresh investments of INR4.3b in 
subsidiaries, primarily by (a) Increasing stake in HLF to 67.2% (FY19: 
61.9%) by purchasing shares from existing shareholders for INR3.0b,
(b) Optare PLC – INR1.0b. HLF’s standalone PAT increased by 4% to 
INR2.9b, while losses of other subsidiaries increased to INR1.8b
(FY19: INR1.5b). AL made an additional impairment provision of 
INR3.6b, writing down the entire value of investment in Optare PLC. 
Impairment provision of all the investments in subsidiaries/ JVs/
associates increased to INR10.3b (FY19: INR6.6b).

 
 

Investors are advised to refer through important disclosures made at the last page of the Research Report. 
Motilal Oswal research is available on www.motilaloswal.com/Institutional-Equities, Bloomberg, Thomson Reuters, Factset and S&P Capital. 
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Volume decline dents profitability; HLF’s performance muted  
 AL’s standalone operating performance was down as revenue plunged 40% YoY 

to INR175b. This was led by decrease in domestic volumes of LCVs/M&HCVs by 
14%/46%. EBITDA plummeted 63% to INR11.7b (FY19: INR31.4b). Capitalization 
of expenses increased to INR4.6b, 40% of EBITDA (FY19: INR2.9b, 9% of EBITDA). 

 Hinduja Leyland Finance’s (HLF) consolidated revenue grew 15.6% to INR31.4b 
(FY19: INR27.2b), supported by 14.4% revenue growth to INR29.2b on 
standalone basis. NII grew 21% YoY to INR11.2b (FY19: INR9.3b). However, 
standalone PAT growth was relatively muted at 4% YoY to INR2.9b (FY19: 
INR2.8b), primarily due to 92% fall in other income to INR0.1b (FY19: INR1.0b). 

 Consolidated revenues declined 34% to INR219.5b (FY19: INR332.0b), primarily 
due to standalone operations. The 18% revenue growth of HLF led to an 
increase in its share in overall revenues to 13% (FY19: 7%). PBT, before 
exceptional items, declined 72% to INR7.9b (FY19: INR28.6b). We note that 
~56% of the consolidated FY20 PBT was contributed by HLF. 

 
Exhibit 1: Volume decline in weak operating environment hurts profitability  (INR b) 

 Standalone Hinduja Leyland Finance Subsidiary (Derived) Consolidated 

Particulars FY19 (%) FY20 (%) FY19 (%) FY20 (%) FY19 (%) FY20 (%) FY19 (%) FY20 (%) 

Net Revenue 290.5 100.0 174.7 100.0 24.6 100.0 29.2 100.0 16.8 100.0 15.6 100.0 332.0 100.0 219.5 100.0 
Raw Materials 
Consumed 206.8 71.2 123.7 70.8 0.0 0.0 0.0 0.0 9.2 54.6 9.8 62.4 216.0 65.1 133.5 60.8 

Gross Margin 83.8 28.8 51.0 29.2 24.6 100.0 29.2 100.0 7.6 45.4 5.9 37.6 116.0 34.9 86.1 39.2 
OPEX & Admin 31.4 10.8 23.1 13.2 7.1 28.7 7.9 27.2 2.0 12.0 0.8 5.0 40.5 12.2 31.8 14.5 
Personnel Cost 21.0 7.2 16.2 9.2 1.0 4.2 1.3 4.5 4.4 26.0 4.4 28.4 26.4 8.0 21.9 10.0 
EBITDA 31.4 10.8 11.7 6.7 16.5 67.1 20.0 68.4 1.3 7.5 0.6 4.1 49.1 14.8 32.3 14.7 
Depreciation 6.2 2.1 6.7 3.8 0.1 0.3 0.1 0.4 0.5 2.8 0.7 4.5 6.8 2.0 7.5 3.4 
EBIT 25.1 8.7 5.0 2.9 16.4 66.8 19.8 68.0 0.8 4.6 -0.1 -0.3 42.3 12.8 24.8 11.3 
Financial Charges 0.7 0.2 1.1 0.6 13.2 53.7 15.5 53.2 1.1 6.6 1.4 8.8 15.0 4.5 18.0 8.2 
EBT 24.4 8.4 3.9 2.3 3.2 13.1 4.3 14.8 -0.3 -2.0 -1.4 -9.2 27.3 8.2 6.8 3.1 
Other Income 1.1 0.4 1.2 0.7 1.0 4.1 0.1 0.3 -0.8 -5.0 -0.2 -1.5 1.3 0.4 1.1 0.5 
PBT (Bef. EI) 25.5 8.8 5.2 3.0 4.2 17.2 4.4 15.0 -1.2 -7.0 -1.7 -10.7 28.6 8.6 7.9 3.6 
Exceptional Items -0.6 -0.2 -1.6 -0.9 0.0 0.0 0.0 0.0 0.6 3.6 1.0 6.6 0.0 0.0 -0.5 -0.2 
PBT 25.0 8.6 3.6 2.1 4.2 17.2 4.4 15.0 -0.5 -2.9 -0.5 -3.4 28.7 8.7 7.5 3.4 
Tax 5.1 1.8 1.2 0.7 1.5 6.0 1.5 5.0 0.2 1.0 0.1 0.6 6.8 2.0 2.8 1.3 
PAT 19.8 6.8 2.4 1.4 2.8 11.2 2.9 10.0 -0.6 -3.8 -0.6 -4.0 21.9 6.6 4.7 2.1 
Minority interest             1.2 0.3 1.2 0.6 
Profit available 
for owners             20.8 6.3 3.5 1.6 
 

Note: Subsidiary derived numbers are before intercompany elimination                                                 Source: Company annual report, MOFSL  
 

Exhibit 2: LCV volumes fall 14% YoY on BS-VI transition… 

 
Source: Company annual report, MOFSL 

Exhibit 3: M&HCV domestic sales fall 46% YoY in FY20 

 
Source: Company annual report, MOFSL 
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Exhibit 4: Vehicle volume’s declined 37% in FY20 (Units in’000) 

 
Source:  Company annual report, MOFSL 

 
Capitalizing ‘In-house developed’ technical knowhow’ raises intangibles  
 On a standalone basis, AL continued to capitalize various expenses into 

intangibles. During FY20, the company capitalized expenses of INR4.6b, 
68.9%/5.2% of overall R&D expense/gross block (v/s FY19: INR2.9b, 43.6%/3.8% 
of R&D/gross block). This primarily comprised (a) employee benefit expense of 
INR0.7b (FY19: INR0.6b), (b) finance cost of INR0.3b (FY19: INR0.2b), and (c) 
other expense of INR3.6b (FY19: INR2.1b).  

 ‘In-house developed technical knowhow’ increased 4.0x from INR2.0b in FY19 to 
INR8.2b in FY20. During the year, carrying value of acquired technical knowhow 
of INR528m was regrouped into ‘In-house developed technical knowhow’.  

 The useful life of ‘acquired technical knowhow’ is 5-6 years, whereas for ‘in-
house technical knowhow’, it is 6-10 years. 

 Total intangibles (excluding IAUD) increased from INR3.6b (4.3% of NW) to 
INR9.1b (12.5% of NW) in FY20. This was primarily on account of capitalization 
of expenses pertaining to investments in R&D for BS-VI, AVTR (modular 
platform) and the LCV project. 

 While standalone intangible assets under development stood at INR1.7b, 2.4% 
of NW in FY20 (FY19: INR3.8b, 4.6% of NW). 

 
Exhibit 5: Standalone capitalization of expense on rising… 
Standalone FY17 FY18 FY19 FY20 

Employee benefit expense 232 290 573 714 

Finance cost - 49 197 336 

Other expense 458 950 2,079 3,582 

Exchange (gain)/loss (47) 3 19 7 

Total Expense 644 1,292 2,868 4,638 

Source: Company annual report, MOFSL 

Exhibit 6: …increased to 5.2% of gross block in FY20 (INR m) 
Particulars FY17 FY18 FY19 FY20 

Capitalised expenses 644 1,292 2,868 4,638 

Revenue expenses 3,205 3,233 3,714 2,095 

Total R&D 3,849 4,525 6,581 6,734 

Expense Capitalised:     
% of total R&D 16.7% 28.6% 43.6% 68.9% 

% of PBT 3.9% 5.4% 11.2% 89.6% 

% of gross block 1.1% 2.0% 3.8% 5.2% 

Note: Revenue R&D expenses has been derived by deducting 
capitalized R&D expense from total R&D expense. 

Source: Company annual report, MOFSL 
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Exhibit 7: Significant increase in ‘in-house developed technical knowhow’ (INR m) 
Standalone FY17 FY18 FY19 FY20 
Computer software     
- Developed 682 549 416 438 
- Acquired 247 517 610 438 

     
Technical knowhow     
- Developed 1,238 1,034 2,033 8,229 
- Acquired 980 766 528 - 
Total intangibles 3,147 2,866 3,586 9,105 
% of NW 5.1% 4.0% 4.3% 12.5% 

 

*During the year from acquired technical knowhow of INR528m (net block) has been regrouped to In-
house developed.                                                                              Source: Company annual report, MOFSL  
 

Exhibit 8: Intangible assets under development stood at 
2.4% of NW (INR m) 

Particulars FY17 FY18 FY19 FY20 
IAUD 483 1883 3830 1732 
% of Net worth 0.8% 2.6% 4.6% 2.4% 

Source: Company annual report, MOFSL 

 
Exhibit 9: Useful life of intangibles 

Particulars Useful life of intangibles 
Computer Software  
Acquired 5 
Developed 5/10 
Technical Knowhow  
Acquired 5/6 
Developed 6/10 

Source: Company annual report, MOFSL 
 

Liquidation of BS-IV inventory leads to improvement in operating cash flows 
 On a standalone basis, operating cash flow before working capital dipped to 

INR11.2b in FY20 (FY19: INR26.0b) due to the weak operating environment. 
However, cash generated from operations turned positive to INR9.4b in FY20 
(FY19: -INR3.6b). This was primarily due to liquidation of BS-IV inventory, which 
led to INR14.5b YoY decline in closing inventory to 12.4b in FY20 (FY19: 
INR26.8b). 

 Earnings to cash flow conversion increased to 88% in FY20 (FY19: 6%) as cash 
conversion cycle improved to -33 days in FY20 (FY19: -25 days). This was 
primarily due to (a) decline in inventory days by 10 days to 37 days in FY20, and 
(b) decline in receivable days by 6 days to 25 days. A part of this was offset by 12 
days decline in payable days to 77 days. 

 Free cash flow after capex and finance cost remained negative at INR5.0b in 
FY20 (FY19: INR12.0b). Capital expenditure increased from INR7.3b in FY19 to 
INR12.9b in FY20. 
 

Exhibit 10: Earning to cash conversion cycle increased to 
88% 

 
Source: Company annual report, MOFSL 

 
Exhibit 11: Cash conversion cycle improved in FY20 
Particulars FY16 FY17 FY18 FY19 FY20 
Inventory Days 45 65 35 47 37 
Receivable Days 24 16 13 31 25 
Advance Income 1 1 4 8 13 
Advance from Customers 5 4 11 5 5 
Other Payables 12 15 - 1 - 
Payable Days 71 80 97 89 77 
Cash conversion cycle -20 -19 -64 -25 -33 

Source: Company annual report, MOFSL 
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Exhibit 12: Finished goods inventory liquidated on BS-VI transition (INR b)  
Particulars FY19 FY20 YOY Change 
Raw materials and components 8.2 5.6 (2.5) 
Work-in-progress 3.9 2.5 (1.5) 
Finished goods 12.3 1.8 (10.5) 
Spare parts and auto components 1.5 1.5 (0.0) 
Stores, spares and consumable tools 1.0 1.0 (0.0) 
Inventory 26.8 12.4 (14.5) 

 

Source:  Company annual report, MOFSL 
 

Exhibit 13: BS-IV liquidation led to a surge in OCF; Rising capital intensity hurt free cash flow – Standalone (INR b) 
Particulars FY19 FY20 
PBT 19.8 2.4 
Add/Less: Non-operating expenses/(Income) 11.8 9.7 
Less: Direct Taxes Paid -5.6 -0.9 
Operating Profit Before Working Capital Changes 26.0 11.2 
Inventories -9.3 14.5 
Trade Receivables -15.7 13.1 
Financial Assets -0.6 0.3 
Loans and Advances 0.0 0.0 
Other Current Assets/Non current -7.7 3.7 
Related party advances/receivables(net) 0.0 0.0 
Trade Payables 1.3 -24.0 
Non-current and current financial liabilities 2.6 -3.3 
Other non-current and current liability -10.1 -4.2 
Contract asset -0.1 0.0 
Contract liability 10.6 -2.0 
Redemption payment to escrow account -0.7 0.8 
Current Liabilities and Provisions 0.1 -0.7 
Cash Generated from Operations after Tax -3.6 9.4 
Less: Financial Cost -1.0 -1.5 
Free Cash Flow from Operations post Interest -4.7 7.9 
Less: Capital Expenditure -7.3 -12.9 
Free Cash Flows after Capex & finance cost -12.0 -5.0 
 

Source: Company annual report, MOFSL 
 

Debt level increases due to rising capital intensity and weak operating environment 
 Standalone gross debt increased to INR33.2b in FY20 (FY19: INR6.3b). On the 

other hand, cash and cash equivalent stood at INR13.2b (FY19: INR13.7b). 
Higher capital intensity has again led the company to have net debt of INR20.0b 
(v/s net cash of INR7.4b in FY19).  

 Dividend payment in FY20 increased to INR12.7b (FY19: INR9.4b). This stood at 
135% of standalone operating cash flow in FY20. 

 

Exhibit 14: Gross/net debt increased due to rising capital intensity and weak environment 
(INR b)  

 
Source:  Company annual report, MOFSL 
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Exhibit 15: Dividend payment of INR12.7b in FY20, 135% of OCF (INR b)  

 
Source:  Company annual report, MOFSL 

 
Losses of other subsidiaries increased; Muted performance of HLF 
 Hinduja Leyland Finance’s (HLF) standalone overall revenue grew 14.4% YoY to 

INR29.3b (FY19: INR25.6b). Income on loan assignment grew 10.3% YoY to 
INR1.9b (FY19: INR1.7b) (part of revenue).  

 HFL’s NII grew 21% YoY to INR11.2b in FY20 (FY19: INR9.3b). However, PAT 
growth was relatively muted at 4% YoY to INR2.9 in FY20 (FY19: INR2.8b). This 
was primarily due to 92% decline in other income to INR0.1b (FY19: INR1.0b). 
FY19 other income includes income from related parties (associate entities) of 
INR0.9b (FY20: NIL), the details of which were not provided.  

 Higher cost of employee benefit expenses increased 26% YoY to INR1.3b (FY19: 
INR1.0b) while rising provisions and write-off of loans increased 9% YoY to 
INR6.2b (FY19: INR 5.7b), limiting net profit growth. 

 Performance of other subsidiaries continued to deteriorate. On an aggregate 
basis, their revenues declined from INR26.8b in FY19 to INR21.8b in FY20. Their 
aggregate losses increased to INR1.8b in FY20 (FY19: INR1.5b), primarily due to 
increase in loss of Optare PLC to INR1.4b (FY19: INR0.8b). 

 AL’s goodwill remains high at INR11.2b (FY19: INR11.2b). This primarily pertains 
to (a) Light Commercial Vehicle (LCV) division’s INR4.5b, (b) Albonair GmBH and 
its subsidiary’s INR2.1b, and (c) HLF’s INR4.3b. Goodwill is tested for impairment 
at the end of each year. 

 
Exhibit 16: Other subsidiaries continue to drag with revenue declining and losses increasing (INR m) 

 FY19 FY20 
Particulars Turnover Profit Turnover Profit 
HLF - Consolidated # (A) 27,126 2,994 31,364 3,265 
Other subsidiaries     
Gulf Ashley Motors Limited 9,558 267 4,837 (71) 
Optare PLC and its subsidiaries 4,499 (853) 3,362 (1,382) 
HFL Service Limited 1,951 13 1,133 14 
Ashok Leyland (UAE) LLC and its sub. 5,146 (889) 7,701 4 
Albonair GmbH Germany and its sub. 4,396 (5) 3,570 (316) 
Other 1,201 (21) 1,136 (76) 
Total - Other subsidiaries (B) 26,751 -1,487 21,739 -1,827 
Total (C= A+B) 53,877 1,507 53,103 1,438 
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Exhibit 17: Contribution from JVs and Associates decline (INR m) 
Particulars FY19 FY20 
Income statement 113 29 
Other comprehensive income (22) (3) 
Total 91 26 

 

Source: Company annual report, MOFSL  

 
Exhibit 18: HLF – Muted profitability growth due to lower other income (Standalone INR b) 

Particulars FY19 FY20 YoY 
Revenue from operations (A - Ex. B below) 22.9 27.3 19% 
Other Income 1.0 0.1 -92% 
Income on assignment of loans (B) 1.7 1.9 10% 
Overall revenue (A+B) 25.6 29.3 14% 
Finance Costs 13.2 15.6 18% 
Employee Cost 1.0 1.3 26% 
Impairment on financial assets 5.7 6.2 9% 
Profit after tax 2.8 2.9 4% 
Net Interest Income 9.3 11.2 21% 
Loan Book 168.9 177.1 5% 
Net Worth 27.2 32.5 19% 
Leverage (x) 6.2 5.5 -12% 
ROA 1.7% 1.7%   
ROE 11.6% 9.8%   

Source:  Company annual report, MOFSL 
 

Exhibit 19: Goodwill on consolidation remains high (INR m) 
Particulars FY17 FY18 FY19 FY20 
Hinduja Leyland Finance Limited 4,265 4,265 4,265 4,265 
Light commercial vehicle division 4,499 4,499 4,499 4,499 
Albonair GmbH and its subsidiary 2,089 2,089 2,089 2,089 
Others 224 224 303 303 
Goodwill (INR m) 11,077 11,077 11,156 11,156 

 

Source: Company annual report, MOFSL 
 

Fresh investment in subsidiaries continue, so does impairment 
 AL (standalone) continued to invest in its subsidiaries. During FY20, an 

additionally INR4.3b (FY19: INR2.0b) was infused. These investments primarily 
comprised (a) purchase of equity share of HLF from existing shareholders for 
INR3.0b (holding increased from 61.9% to 67.2%), and (b) equity shares in 
Optare PLC of INR1.0b.  

 During FY20, the company made an additional provision of INR3.7b toward 
investments in Optare PLC. With this, the entire carrying value of investment in 
Optare Plc has been provided. The total provisioning made on investments of 
subsidiaries increased to INR10.3b (FY19: INR6.7b). 

 We note that reported exceptional item of INR1.6b in FY20 (FY19: INR0.5b) 
stood lower than impairment provision (FY20: INR3.7b) as exceptional items are 
reported as net of ‘reversal of provision for obligation.’ The Annual Report does 
not provide details of reversal of provision obligation. 

 Management has highlighted (in the conference call) that Optare has advanced 
technologies for electric vehicles. They have deployed some of their best 
personnel at Optare to bring in cost efficiency and implement operational 
strategies to improve its performance and achieve break-even. 

 
 

Fresh investment in 
subsidiaries stood at 

INR4.3b in FY20. Cumulative 
impairment provision on all 

the investments in 
subsidiaries/associates/JVs 

increased to INR10.3b in 
FY20 (FY19: INR6.6b). 
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Exhibit 20: Fresh investments in subsidiaries/associates/JV’s increased again in FY20 (INR m) 
Particulars FY15 FY16 FY17 FY18 FY19 FY20 Cumulative 
Investment in equity/preference shares         
Hinduja Leyland Finance   1,441 4,938 1,243 3,000 10,621 
Albonair India Pvt Ltd   50  100 200 350 
Albonair GmbH 257 398 287    942 
Ashok Leyland John Deere  325 465 250    1,040 
Gulf Ashley Motor Limited 44 58 46    147 
Ashley Aviation Limited     60 40 100 
Ashok Leyland (Chile) SA  34     34 
Optare PLC    5,128 181 1,004 6,313 
Ashok Leyland Defence Systems Limited  50 65 35   150 
Ashok Leyland Wind Energy Limited   43    43 
Ashok Leyland (UAE) LLC     432  432 
Ashley Alteams India Ltd  25 25 12 10 12 84 
        - 
Loans / Advance extended    -   - 
Hinduja Tech Limited (335)   -   (335) 
Optare PLC  1,199 1,081 208   2,487 
Albonair GmbH    -   - 
Total 400 2,228 3,288 10,321 2,025 4,257 22,518 
Less: Loan converted into equity    (2,635)*   (2,635) 
Fresh Investments 400 2,228 3,288 7,686 2,025 4,257 19,883 

 

*The outstanding loan from Optare PLC has been converted into equity in FY18 
Source: Company annual report, MOFSL  

 
Exhibit 21: Additional impairment in equity instrument is 
INR3.7b in FY20… (INR m) 

Particulars FY19 FY20 YOY 
Change 

Ashok Leyland John Deere 
Construction Equipment 17 17 - 

Ashley Aviation Limited 34 55 21 
Optare PLC 4,150 7,812 3,662 
Albonair GmbH 2,207 2,207 - 
Albonair (India) Private Limited 123 123 - 
Ashok Leyland (Chile) S.A. 38 38 - 
Impairment in value of 
investments 6,569 10,253 3,684 

Source: Company annual report, MOFSL 

Exhibit 22: …reported exceptional item is INR1.0b net of 
reversal of provision for obligation (INR m) 

Particulars FY19 FY20 

Impairment loss in the value of equity investment 
(net of reversal of provision of obligation) 181 1,004 

Impairment reversal/ loss in the value of 
investment 38 21 

Loss on sale of immovable property 159 - 
Obligation relating to discontinued products of 
LCV division 171 77 

Voluntary retirement scheme - 456 
Total exceptional item 549 1,558 

Source: Company annual report, MOFSL 

 
ICDs continue; Outstanding ICD to Hinduja Energy increases  
 AL is continuing to extend ICDs from its standalone balance sheet. During FY17-

19, the ICDs extended were received back toward the year-end. In FY20, the 
company extended ICDs of INR9.5b. Of this, INR4.5b ICDs was received back 
while the balance INR5.0 (FY19: NIL) remained outstanding.  

 The outstanding ICD exposure was spread equally (of INR1b each) to five 
companies – Hinduja Energy (a fellow subsidiary), Hinduja Realty Venture, NXT 
Digital, IndusInd Media and Communications and Hinduja Group.  

 We note that in FY20, the standalone entity extended ICDs of INR2.0b (FY19: 
INR1.5b) to Hinduja Energy (Group company), of which INR1.0b (FY19: INR1.5b) 
was received back during the same year while the balance was outstanding. 

 Also, Hinduja Leyland Finance extended ICDs of INR1.8b (FY19: INR0.9b) to 
Hinduja Energy in FY20. The same (along with the previous year’s outstanding 
balance of INR.4b) was received back during the year.  

Inter-corporate deposits 
increased from INR7.4b in 

FY19 to INR9.5b in FY20; of 
which, INR5.0b (FY19: NIL) 

remained outstanding as at 
end-FY20. 
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 Management (on conference call) has highlighted that the objective of these 
ICDs is to provide an avenue for parking their surplus funds than providing 
liquidity to their group companies. Further, it has also highlighted that they 
would prefer to keep high gross debt with low net debt to carry a liquidity 
spread for uncertain times. 

 
Exhibit 23: ICDs given and repaid increased in FY20 (INR m) 

Standalone - Cash flow FY16 FY17 FY18 FY19 FY20 
 ICD given during the year  5,012 7,061 5,730 7,350 9,500 
 ICD repaid during the year  5,012 7,061 5,730 7,350 4,500 

 

Source: Company annual report, MOFSL  
 
Exhibit 24: Loans assistance to Hinduja Energy continues - ICDs (INR m) 

Particulars FY17 FY18 FY19 FY20 FY17-20 
Loans given during the year      -By standalone entity 3,650 2,730 1,450 2,000 9,830 
-By HLF 2,500 1,900 900 1,750 7,050 
Loans repaid during the year      
-To standalone entity 3,650 2,730 1,450 1,000 8,830 
-To HLF 2,000 1,950 900 2,200 7,050 

 

Source:  Company annual report, MOFSL 

 
Exhibit 25: O/s balance of ICDs given by HLF and AL Standalone to Hinduja Energy (INR m) 

ICD’s Receivables from Hinduja Energy FY17 FY18 FY19 FY20 
HLF 500 450 450 - 
AL - Standalone - - - 1000 

 

Source: Company annual report, MOFSL 

 
Expense in forex decreased to 12.2% of export sales; Break-up not provided 
 Export revenue has decreased from INR14.9b in FY19 to INR13.9b in FY20. 

Foreign currency expense stood at INR1.7b in FY20 (FY19: INR2.4b).    
 AL has not provided break-up of foreign currency earnings and expense in FY20.  
 During FY19, royalty payment in foreign currency increased to INR305m (FY18: 

INR168m); this payment is toward the LCV business to Nissan. 
 

Exhibit 26: Break-up of foreign currency earnings and expenses is not provided in FY20 (INR m) 

Particulars FY18 % to export 
sales FY19 % to export 

sales FY20 % to export 
sales 

Earnings       
Export sales (FOB Value) 19,672 100.0 14,869 100.0 13,896 100.0 
Interest, Dividend and Other income 1,255 6.4 746 5.0   
       
Expenses -      
Commission on export sales 1,381 7.0 677 4.6   
Packing and Forwarding 700 3.6 340 2.3   
Freight charges 289 1.5 63 0.4   
Others Expense 655 3.3 261 1.8   
Royalty 168 0.9 305 2.1   
R&D 263 1.3 243 1.6   
Travel Interest and Professional Cost 662 3.4 485 3.3   
Total expense 4,118 20.9 2,374 16.0 1,690 12.2 
 

Source: Company annual report, MOFSL  
 
 

Break-up of earnings and 
expense in foreign currency 

was not provided in FY20. 
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Contingent liabilities increased to 6.1% of NW 
 Aggregate contingent liabilities has declined from INR5,158m  in FY19 to 

INR4,762m in FY20, primarily due to decline in claims for excise duty from 
INR608m to INR82m in FY20. However, other claims increased to INR1,059m 
(FY19: INR851m). 

 Contingent liabilities as % of NW increased to 6.1% (FY19: 5.9%). 
 
Exhibit 27: Contingent liability increased to 6.1% of NW (INR m)  
Particulars FY19 FY20 
Claims against the Group not acknowledged as debts (net)     
Sales tax / VAT                 2,739                  2,754  
Excise duty                    608                       82  
Service Tax                    668                     625  
Customs Duty                        4                         4  
Others                    851                  1,059  
Corporate guarantees given to others for loans taken by a JV                    266                     237  
Share of contingent liabilities of joint ventures and associates                      21                         2  
Total Contingent Liabilities                 5,158                  4,762  
% of NW 5.9% 6.1% 
 

Source:  Company annual report, MOFSL 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

Contingent liability stood at 
INR4.8b, 6.1% of NW as at 

FY20. 



 ART | Ashok Leyland FY20 
 

9 September 2020 11 
 

N O T E S 
  



 ART | Ashok Leyland FY20 
 

9 September 2020 12 
 

Explanation of Investment Rating 
Investment Rating Expected return (over 12-month) 
BUY >=15% 
SELL < - 10% 
NEUTRAL > - 10 % to 15% 
UNDER REVIEW Rating may undergo a change 
NOT RATED We have forward looking estimates for the stock but we refrain from assigning recommendation 

*In case the recommendation given by the Research Analyst is inconsistent with the investment rating legend for a continuous period of 30 days,the Research Analyst shall within following 30 days take appropriate measures to make the recommendation consistent 
with the investment rating legend. 
 
 Disclosures: 
The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the Regulations). 
 
Motilal Oswal Financial Services Ltd.  (MOFSL) is a SEBI Registered Research Analyst having registration no. INH000000412. MOFSL, the Research Entity (RE) as defined in the Regulations, is engaged in the business of providing Stock broking services, 
Investment Advisory Services, Depository participant services & distribution of various financial products. MOFSL is a subsidiary company of Passionate Investment Management Pvt. Ltd.. (PIMPL). MOFSL is a listed public company, the details in respect of which 
are available on www.motilaloswal.com. MOFSL (erstwhile Motilal Oswal Securities Limited - MOFSL) is registered with the Securities & Exchange Board of India (SEBI) and is a registered Trading Member with National Stock Exchange of India Ltd. (NSE) and 
Bombay Stock Exchange Limited (BSE), Multi Commodity Exchange of India Limited (MCX) and National Commodity & Derivatives Exchange Limited (NCDEX) for its stock broking activities & is Depository participant with Central Depository Services Limited 
(CDSL) National Securities Depository Limited (NSDL),NERL, COMRIS and CCRL and is member of Association of Mutual Funds of India (AMFI) for distribution of financial products and Insurance Regulatory & Development Authority of India (IRDA) as Corporate 
Agent for insurance products. Details of associate entities of Motilal Oswal Financial Services Limited are available on the website at http://onlinereports.motilaloswal.com/Dormant/documents/Associate%20Details.pdf 
 
Details of pending Enquiry Proceedings of Motilal Oswal Financial Services Limited are available on the website at  https://galaxy.motilaloswal.com/ResearchAnalyst/PublishViewLitigation.aspx 
 
MOFSL, it’s associates, Research Analyst or their relative may have any financial interest in the subject company. MOFSL and/or its associates and/or Research Analyst may have actual/beneficial ownership of 1% or more securities in the past 12 months. MOFSL 
and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be 
engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may 
have any other potential conflict of interests with respect to any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations 
made by the analyst(s) are completely independent of the views of the associates of MOFSL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report. Research Analyst may have served as director/officer, 
etc. in the subject company in the past 12 months. MOFSL and/or its associates may have received any compensation from the subject company in the past 12 months. 
 
In the past 12 months, MOFSL or any of its associates may have: 
a) managed or co-managed public offering of securities from subject company of this research report, 
b) received compensation for investment banking or merchant banking or brokerage services from subject company of this research report, 
c) received compensation for products or services other than investment banking or merchant banking or brokerage services from the subject company of this research report. 
d) Subject Company may have been a client of MOFSL or its associates in the past 12 months. 
 
MOFSL and it’s associates have not received any compensation or other benefits from the subject company or third party in connection with the research report. To enhance transparency, MOFSL has incorporated a Disclosure of Interest Statement in this 
document. This should, however, not be treated as endorsement of the views expressed in the report. MOFSL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the recipients 
of this report should be aware that MOFSL may have a potential conflict of interest that may affect the objectivity of this report. Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage service 
transactions. Above disclosures include beneficial holdings lying in demat account of MOFSL which are opened for proprietary investments only. While calculating beneficial holdings, It does not consider demat accounts which are opened in name of MOFSL for 
other purposes (i.e holding client securities, collaterals, error trades etc.). MOFSL also earns DP income from clients which are not considered in above disclosures. 
 

Terms & Conditions: 
This report has been prepared by MOFSL and is meant for sole use by the recipient and not for circulation. The report and information contained herein is strictly confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, 
to any other person or to the media or reproduced in any form, without prior written consent of MOFSL. The report is based on the facts, figures and information that are considered true, correct, reliable and accurate. The intent of this report is not recommendatory 
in nature. The information is obtained from publicly available media or other sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as to its accuracy, 
completeness or correctness. All such information and opinions are subject to change without notice. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or sell or subscribe for securities or 
other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all customers may receive this report at the same time. MOFSL will not treat recipients as customers by virtue of their receiving this report. 
Analyst Certification 
The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific 
recommendations and views expressed by research analyst(s) in this report.  
 

Disclosure of Interest Statement ASHOK LEYLAND 
Analyst ownership of the stock    No  
A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may vary based on Fundamental research and Technical Research. Proprietary trading desk of MOFSL or its 
associates maintains arm’s length distance with Research Team as all the activities are segregated from MOFSL research activity and therefore it can have an independent view with regards to subject company for which Research Team have expressed their 
views. 
 

Regional Disclosures (outside India) 
This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject MOFSL & its 
group companies to registration or licensing requirements within such jurisdictions. 
 

For Hong Kong:  
This report is distributed in Hong Kong by Motilal Oswal capital Markets (Hong Kong) Private Limited, a licensed corporation (CE AYY-301) licensed and regulated by the Hong Kong Securities and Futures Commission (SFC) pursuant to the Securities and Futures 
Ordinance (Chapter 571 of the Laws of Hong Kong) “SFO”. As per SEBI (Research Analyst Regulations) 2014 Motilal Oswal Financial Services Limited(SEBI Reg No. INH000000412) has an agreement with Motilal Oswal capital Markets (Hong Kong) Private 
Limited for distribution of research report in Hong Kong. This report is intended for distribution only to “Professional Investors” as defined in Part I of Schedule 1 to SFO. Any investment or investment activity to which this document relates is only available to 
professional investor and will be engaged only with professional investors.” Nothing here is an offer or solicitation of these securities, products and services in any jurisdiction where their offer or sale is not qualified or exempt from registration. The Indian Analyst(s) 
who compile this report is/are not located in Hong Kong & are not conducting Research Analysis in Hong Kong. 
 

For U.S: 
Motilal Oswal Financial Services Limited (MOFSL) is not a registered broker - dealer under the U.S. Securities Exchange Act of 1934, as amended (the"1934 act") and under applicable state laws in the United States. In addition MOFSL is not a registered 
investment adviser under the U.S. Investment Advisers Act of 1940, as amended (the "Advisers Act" and together with the 1934 Act, the "Acts), and under applicable state laws in the United States. Accordingly, in the absence of specific exemption under the Acts, 
any brokerage and investment services provided by MOFSL, including the products and services described herein are not available to or intended for U.S. persons. This report is intended for distribution only to "Major Institutional Investors" as defined by Rule 15a-
6(b)(4) of the Exchange Act and interpretations thereof by SEC (henceforth referred to as "major institutional investors"). This document must not be acted on or relied on by persons who are not major institutional investors. Any investment or investment activity to 
which this document relates is only available to major institutional investors and will be engaged in only with major institutional investors. In reliance on the exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as 
amended (the "Exchange Act") and interpretations thereof by the U.S. Securities and Exchange Commission ("SEC") in order to conduct business with Institutional Investors based in the U.S., MOFSL has entered into a chaperoning agreement with a U.S. 
registered broker-dealer, Motilal Oswal Securities International Private Limited. ("MOSIPL"). Any business interaction pursuant to this report will have to be executed within the provisions of this chaperoning agreement. 
 

The Research Analysts contributing to the report may not be registered /qualified as research analyst with FINRA. Such research analyst may not be associated persons of the U.S. registered broker-dealer, MOSIPL, and therefore, may not be subject to NASD rule 
2711 and NYSE Rule 472 restrictions on communication with a subject company, public appearances and trading securities held by a research analyst account. 
 

For Singapore 
In Singapore, this report is being distributed by Motilal Oswal Capital Markets Singapore Pte Ltd (“MOCMSPL”) (Co.Reg. NO. 201129401Z) which is a holder of a capital markets services license and an exempt financial adviser in Singapore,  
as per the approved agreement under Paragraph  9 of Third Schedule of Securities and Futures Act (CAP 289) and Paragraph 11 of First Schedule of Financial Advisors Act (CAP 110) provided to MOCMSPL by Monetary Authority of Singapore. Persons in 
Singapore should contact MOCMSPL in respect of any matter arising from, or in connection with this report/publication/communication.  This report is distributed solely to persons who qualify as “Institutional Investors”, of which some of whom may consist of 
"accredited" institutional investors as defined in section 4A(1) of the Securities and Futures Act, Chapter 289 of Singapore (“the SFA”). Accordingly, if a Singapore person is not or ceases to be such an institutional investor, such Singapore Person must immediately 
discontinue any use of this Report and inform MOCMSPL. 
 

Disclaimer:  
The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, 
without prior written consent.  This report and information herein is solely for informational purpose and may not be used or considered as an offer document or solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Nothing in this 
report constitutes investment, legal, accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The securities discussed and opinions expressed in this report may not be suitable for all 
investors, who must make their own investment decisions, based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise of independent judgment by any recipient. Each recipient 
of this document should make such investigations as it deems necessary to arrive at an independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and should consult its own advisors 
to determine the merits and risks of such an investment. The investment discussed or views expressed may not be suitable for all investors. Certain transactions including those involving futures, options, another derivative products as well as non-investment grade 
securities - involve substantial risk and are not suitable for all investors. No representation or warranty, express or implied, is made as to the accuracy, completeness or fairness of the information and opinions contained in this document. The Disclosures of Interest 
Statement incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed in the report. This information is subject to change without any prior notice. The Company reserves the right 
to make modifications and alternations to this statement as may be required from time to time without any prior approval. MOFSL, its associates, their directors and the employees may from time to time, effect or have effected an own account transaction in, or deal 
as principal or agent in or for the securities mentioned in this document. They may perform or seek to perform investment banking or other services for, or solicit investment banking or other business from, any company referred to in this report. Each of these 
entities functions as a separate, distinct and independent of each other. The recipient should take this into account before interpreting the document. This report has been prepared on the basis of information that is already available in publicly accessible media or 
developed through analysis of MOFSL. The views expressed are those of the analyst, and the Company may or may not subscribe to all the views expressed therein. This document is being supplied to you solely for your information and may not be reproduced, 
redistributed or passed on, directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for distribution to, or use by, any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction, where such distribution, publication, availability or use would be contrary to law, regulation or which would subject MOFSL to any registration or licensing requirement within such jurisdiction. The securities described herein 
may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction. Neither the Firm, not its directors, employees, 
agents or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost profits that may arise from or in connection with the use of the information. The person accessing this information 
specifically agrees to exempt MOFSL or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold MOFSL or any of its affiliates or employees responsible for any such misuse and further agrees to hold 
MOFSL or any of its affiliates or employees free and harmless from all losses, costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays. 
 

Registered Office Address: Motilal Oswal Tower, Rahimtullah Sayani Road, Opposite Parel ST Depot, Prabhadevi, Mumbai-400025; Tel No.: 022 71934200/ 022-71934263; Website www.motilaloswal.com. 
CIN No.: L67190MH2005PLC153397.Correspondence Office Address: Palm Spring Centre, 2nd Floor, Palm Court Complex, New Link Road, Malad(West), Mumbai- 400 064. Tel No: 022 7188 1000. 
Registration Nos.: Motilal Oswal Financial Services Limited (MOFSL)*: INZ000158836(BSE/NSE/MCX/NCDEX); CDSL and NSDL: IN-DP-16-2015; Research Analyst: INH000000412. AMFI: ARN - 146822; Investment Adviser: INA000007100; Insurance Corporate 
Agent: CA0579; PMS:INP000006712. Motilal Oswal Asset Management Company Ltd. (MOAMC): PMS (Registration No.: INP000000670); PMS and Mutual Funds are offered through MOAMC which is group company of MOFSL. Motilal Oswal Wealth 
Management Ltd. (MOWML): PMS (Registration No.: INP000004409) is offered through MOWML, which is a group company of MOFSL. Motilal Oswal Financial Services Limited is a distributor of Mutual Funds, PMS, Fixed Deposit, Bond, NCDs,Insurance Products 
and IPOs.Real Estate is offered through Motilal Oswal Real Estate Investment Advisors II Pvt. Ltd. which is a group company of MOFSL. Private Equity is offered through Motilal Oswal Private Equity Investment Advisors Pvt. Ltd which is a group company of 
MOFSL. Research & Advisory services is backed by proper research. Please read the Risk Disclosure Document prescribed by the Stock Exchanges carefully before investing. There is no assurance or guarantee of the returns. Investment in securities market is 
subject to market risk, read all the related documents carefully before investing. Details of Compliance Officer: Name: Neeraj Agarwal, Email ID: na@motilaloswal.com, Contact No.:022-71881085. 
 

* MOFSL has been amalgamated with Motilal Oswal Financial Services Limited (MOFSL) w.e.f August 21, 2018 pursuant to order dated July 30, 2018 issued by Hon'ble National Company Law Tribunal, Mumbai Bench. 

http://www.motilaloswal.com/
http://onlinereports.motilaloswal.com/Dormant/documents/Associate%20Details.pdf
https://galaxy.motilaloswal.com/ResearchAnalyst/PublishViewLitigation.aspx
http://www.nseindia.com/
http://www.bseindia.com/
http://www.motilaloswal.com/

	CIN No.: L67190MH2005PLC153397.Correspondence Office Address: Palm Spring Centre, 2nd Floor, Palm Court Complex, New Link Road, Malad(West), Mumbai- 400 064. Tel No: 022 7188 1000.

