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Ratings:
(INR Crore)
. . Rating Complexity
Instrument / Facility | Amount Ratings Action indicator
Long Term Fund IVR BB /Stable (IVR
Based Bank Facilities | 20.42 Double B with Stable Reaffirmed Simple
— Term Loan Outlook)
Long Term Fund IVR BB /Stable (vr | Reaffirmed
Based Bank Facilities | 19.00 Double B with Stable Simple
— Cash Credit Outlook)
Long Term Fund IVR BB /Stable (vr | Reaffirmed
Based Bank Facilities 1.75 Double B with Stable Simple
— Overdraft Outlook)
Short Term Non- Reaffirmed
Fund Based Bank .
Eacilities — Letter of 4.00 IVR A4 (IVR A Four) Simple
Credit
Short Term Non- Reaffirmed
Fund Based Bank .
Eacilities — Bank 7.00 IVR A4 (IVR A Four) Simple
Guarantee
Total 52.17

Details of Facilities are in Annexure 1

Detailed Rationale:

The ratings affirmed to the bank facilities of Shiv Krupa Steel & Alloys Private Limited

(SKSAPL) derives strength from extensive experience of the promoters in steel industry,

increase in scale of operations and EBITDA margin, comfortable debt protection metrics and

efficient working capital cycle. However, the rating strengths are partially offset by leveraged

capital structure, risks associated with volatility in raw material prices, intense competition,

and cyclicality in the steel industry.

Key Rating Sensitivities:

Upward Factors:

e Substantial & sustained improvement in revenue & profitability leading to improvement in
debt protection parameters.
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Downward Factors:

¢ Any decline in revenue and/or profitability impacting the debt protection metrics and/or
liquidity.

Key Rating Drivers with detailed description

Key Rating Strengths:

Extensive experience of the promoters in the steel industry

SKSAPL is led by directors with extensive industry experience who played a key role in its

development. With years of operation, the management has built robust relationships with

suppliers and customers. The overall management is entrusted to a skilled team of

professionals with over two decades of experience in the field.

Increase in scale of operations and EBITDA margin

Scale of operations have improved by ~33% in FY23 as compared to FY22 to INR 272.63
crores driven by increase in volume and realisation. EBITDA margins have also improved to
3.62% in FY23 (FY22: 1.85%) due to higher realisations and lower raw material prices. IVR
expects SKSAPL'’s revenue to improve further in FY24 with higher realisation and better
operating efficiency, this can be reflected by revenue of INR 140.46 crores in HLFY24 with
EBITDA margin of 5.68%.

Comfortable debt protection metrics:

SKSAPL’s debt protection metrics as measured by parameters like Debt Service Coverage
Ratio (DSCR) and Interest Coverage Ratio (ICR) stood at a comfortable 2.78x & 3.21x in
FY23 (FY22: 1.43x & 2.11x) which can be attributed to the increase in EBITDA in absolute
terms. SKSAPL’s debt protection metrics is expected to remain comfortable in FY24 and so
on account of stable debt levels and steady increase in EBITDA in absolute terms.

Efficient Working Capital Cycle

SKSAPL’s working capital cycle is efficiently marked by its Operating cycle (days) of around
18 days in FY23 (FY22: 14 days). Further, it maintains an average inventory of around 37
days of various varieties and grades for smooth running of operations. The average
collection period also remains healthy at 2 days in FY23 (FY22: 1 days).
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Key Rating Weaknesses:

Leveraged Capital structure

SKSAPL’s capital structure is leveraged marked by parameters like total outside liabilities
(TOL/TNW) and overall gearing ratio remained high at 5.14x & 3.82x in FY23 (FY22: 5.76x &
3.58x) due to increase in total debt due to capex undertaken by the company in FY22.
However, SKSAPL’s leverage is expected to be moderate in FY24 due to higher profits and
stable debt levels.

Risk associated with volatility in the raw material prices

The degree of backward integration defines the ability of the company to withstand cyclical
downturns generally witnessed in the steel industry. The major raw material used in the
production of Billets is steel scrap. The company does not have any long-term agreement for
procurement of steel Scrap. The company procures most of the scrap from the spot market,
thus exposing the company to the volatility associated with the raw material price. Further,
finished steel prices are also highly volatile and prone to fluctuations based on global

demand supply situations and other macro-economic factors.

Intense competition

The steel manufacturing business is characterized by intense competition across the value
chain due to low product differentiation, and consequent intense competition, which limits the
pricing flexibility of the players, including SKSAPL.

Cyclicality in the steel industry

The domestic steel industry is cyclical in nature and is likely to impact the cash flows of the
steel players, including SKSAPL. The steel industry is cyclical in nature and witnessed
prolonged periods where it faced a downturn due to excess capacity leading to a downtrend
in the prices. Further, the company’s operations are vulnerable to any adverse change in the

global demand.

Analytical Approach: Standalone

Applicable Criteria:
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Rating Methodology for Manufacturing Companies

Financial Ratios & Interpretation (Non-Financial Sector)

Criteria of assigning Rating outlook

Liquidity: Adequate

The liquidity position of the SKSAPL remains adequate as cash accruals are expected to
remain sufficient to meet the repayment obligations. Further, the SKSAPL had gross cash
accruals of INR 8.24 crore in FY23 against debt repayment obligations of INR 1.52 crores.
The overall average utilization of the fund-based remains high at 82.00% during the last 12
months ended Oct 2023. The current ratio stood at 1.21x as on 31st March 2023. Cash and
Cash equivalent amounted to INR 0.44 Crore as on 31st October 2023.

About the Company:

Shiv Krupa Steel & Alloys Private Limited (SKSAPL), based in Thane, Maharashtra was
incorporated on April 24, 2008. Promoted by Sh. Vijaykumar Ram Prakash Bansal and Sh.
Anand Murarilal Agarwal the company is primarily engaged in manufacturing of M S billets
and TMT bars. The unit has installed capacity of 60000 MT Per Annum.

Financials:
(INR Crore)
For the year ended/ As On* 31-03-2022 31-03-2023
(Audited) (Audited)

Total Operating Income 204.66 272.63

EBITDA 3.78 9.88

PAT 1.78 2.62

Total Debt 25.95 52.67

Adjusted Tangible Net-worth 7.24 13.78

Ratios

EBITDA Margin (%) 1.85 3.62

PAT Margin (%) 0.86 0.95

Overall Gearing Ratio (x) 3.58 3.82
*Classification as per Infomerics standard

Status of non-cooperation with previous CRA: Nil

Any other information: Not Applicable

Rating History for last three years:
| sr.| Nameof | Current Ratings | Rating History for the past 3 |

4
s

www.infomerics.com



https://www.infomerics.com/rating-methodology-detail/manufacturing-companies
https://www.infomerics.com/rating-methodology-detail/manufacturing-companies
https://www.infomerics.com/rating-criteria-detail/financial-ratios--implication
https://www.infomerics.com/rating-criteria-detail/financial-ratios--implication
https://www.infomerics.com/policies-and-procedures-details/criteria-of-rating-outlook

Infomerics Ratings

Press Release

No. Instrument/ (Year 2023-24) years
Facilities Date(s) &
Amount | Rating | Rating(s) ggﬁ?rsz)(sg; [I;Ztlerfgs;)(sgs
Type (_)utstand —JEm qsmgned assigned | assigned
ing (INR 03, in 2022- in 2021- in 2020-
Crore) 2024 23 - 19t 22 21
Oct, 2022
Long Term
1 Fund based Long 20.42 IVRBB | IVRBB/ _ _
Bank Facilities— | Term ) / Stable Stable
Term Loan
Long Term
» | Fund based Long 19.00 IVRBB | IVRBB/ _ _
Bank Facilities— | Term ) / Stable Stable
Cash Credit
Long Term
3 Fund based Long 175 IVRBB | IVRBB/ _ _
Bank Facilities— | Term ) / Stable Stable
Overdraft
Short Term
Non-Fund Short
4 | based Bank Term 4.00 IVR A4 IVR A4 -- --
Facilities —
Letter of Credit
Short Term
Non-Fund
5 | based Bank short | 260 | vRA4 | IVRA4 - -
oo Term
Facilities — Bank
Guarantee

Name and Contact Details of the Rating Director

Name: Amey Joshi

Tel.: (022) 6239 6023

Email: amey.joshi@infomerics.com

About Infomerics:

Infomerics Valuation and Rating Private Ltd (Infomerics) was founded in the year 1986
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by a team of highly experienced finance professionals for research and risk evaluation.
Infomerics commenced its activities as External Credit Assessment Institution after
obtaining registration from Securities Exchange Board of India (SEBI) and accreditation
from Reserve Bank of India (RBI). Adhering to the best international practices and
maintaining high degree of ethics, the team of analysts at Infomerics deliver quality
credit ratings. Infomerics evaluates a wide range of debt instruments which helps
corporates access to financial markets and provides investors credit ratings backed by
in-depth research. The transparent, robust, and credible ratings have gained the
confidence of investors and the banks.

Infomerics has a pan India presence with Head Office in Delhi and Corporate Office at
Mumbai, with branches in major cities and representatives in several locations.
Infomerics also has international presence with credit rating operations in Nepal through
its JV subsidiary.

For more information visit www.infomerics.com.

Disclaimer: Infomerics ratings are based on information provided by the issuer on an ‘as is where is’ basis. Infomerics credit
ratings are an opinion on the credit risk of the issue / issuer and not a recommendation to buy, hold or sell
securities. Infomerics reserves the right to change, suspend or withdraw the credit ratings at any point in time. Infomerics
ratings are opinions on financial statements based on information provided by the management and information obtained from
sources believed by it to be accurate and reliable. The credit quality ratings are not recommendations to sanction, renew,
disburse or recall the concerned bank facilities or to buy, sell or hold any security. We, however, do not guarantee the
accuracy, adequacy or completeness of any information, which we accepted and presumed to be free from misstatement,
whether due to error or fraud. We are not responsible for any errors or omissions or for the results obtained from the use of
such information. Most entities whose bank facilities/instruments are rated by us have paid a credit rating fee, based on the
amount and type of bank facilities/instruments. In case of partnership/proprietary concerns/Association of Persons (AOPs), the
rating assigned by Infomerics is based on the capital deployed by the partners/proprietor/ AOPs and the financial strength of
the firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans brought in by the
partners/proprietor/ AOPs in addition to the financial performance and other relevant factors.
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Annexure 1: Details of Facilities:

N Date of Coupon Maturity Size_: _of Ra}ting
Name of Facility Issuance Rate/ Date Facility Assigned/
IRR (INR Crore) Outlook
Long Term Fund based
Bank Facilities — Term -- -- -- 20.42 IVR BB /
Stable
Loan
Long Term Fund based
Bank Facilities — Cash - . - 19.00 VR BD /
Credit
Long Term Fund based
Bank Facilities — -- -- -- 1.75 I\gI?aEIBe /
Overdraft
Short Term Non-Fund
based Bank Facilities — -- -- -- 4.00 IVR A4
Letter of Credit
Short Term Non-Fund
based Bank Facilities — -- -- -- 7.00 IVR A4

Bank Guarantee

Annexure 2: List of companies considered for consolidated analysis: Not Applicable

Annexure 3: Facility wise lender details:

https://www.infomerics.com/admin/prfiles/len-SKSAPL -jan24.pdf

Annexure 4: Detailed explanation of covenants of the rated instrument/facilities: Not
Applicable
Note on complexity levels of the rated instrument: Infomerics has classified instruments

rated by it on the basis of complexity and a note thereon is available at

https://www.infomerics.com/.
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