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Facilities (A;:::g:‘:) ‘ Ratings? Rating Action
CARE BB-; Stable; Rating moved to
Long Term Bank 43.84 ISSUER NOT COOPERATING* ISSUER NOT
Facilities ) (Double B Minus; Outlook: Stable COOPERATING
ISSUER NOT COOPERATING*) category
Long Term / Short CARE BB-; Stable / CARE A4; Rating moved to
Term Bank 68.00 ISSUER NOT COOPERATING* ISSUER NOT
Facilities (Double B Minus; Outlook: Stable/ A COOPERATING
Four ISSUER NOT COOPERATING*) category
CARE A4; Rating moved to
Short Term Bank 6.00 ISSUER NOT COOPERATING* ISSUER NOT
Facilities ) (A Four COOPERATING
ISSUER NOT COOPERATING*) category
117.84
I:z?llit?::k (X One I:Iundred Seventeen Crore
and Eighty-Four Lakhs Only)

Details of instruments/facilities in Annexure-1.

Detailed rationale and key rating drivers

CARE Ratings Ltd. has been seeking information from Jalna Siddhivinayak Alloys Private Limited (JSAPL) to monitor the ratings
vide e-mail communications/letters dated June 01, 2022, and August 05, 2022, among others and numerous phone calls.
However, despite our repeated requests, the company has not provided the requisite information for monitoring the ratings. In
line with the extant SEBI guidelines, CARE Ratings Ltd. has reviewed the rating on the basis of the best available information
which however, in CARE Ratings Ltd.’s opinion is not sufficient to arrive at a fair rating. Further, JSAPL has not paid the
surveillance fees for the rating exercise as agreed to in its Rating Agreement. The rating on JSAPL’s bank facilities will now be
denoted as CARE BB-; Stable/CARE A4; ISSUER NOT COOPERATING*.

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise caution
while using the above ratings.

The ratings take into account the moderate scale of operations with revenue dependent on two products, below average
financial risk profile marked by leveraged capital structure with weak debt coverage parameters and working capital intensive
nature of operations. The ratings also take into account geographically concentrated sales, susceptibility to volatility in raw
material prices, presence in fragmented industry leading to intense competition and exposure to inherent cyclicality of steel
industry.

The above weaknesses are however underpinned by the satisfactory experience of management with long track record in the
industry, partially integrated manufacturing facilities with inhouse material testing facility, established clientele. The ratings also
factor in the locational advantage emanating from proximity to customers and suppliers, and company being eligible for
government incentives in the form of power subsidies and industrial promoter subsidy.

Detailed description of the key rating drivers
At the time of last rating on December 28, 2021 the following were the rating strengths and weaknesses:

Key Rating Weaknesses

Delays in debt servicing in recent past due to COVID-19 led disruptions

JSAPL has recent history of delays in servicing of debt obligations in term loan and overdrawn of CC limits. The same was on
account COVID-19 led disruptions in the operations of the company resulting in stretched liquidity position. However, as on date
the business and operations have normalized with phase wise unlock of the economy and debt servicing is regular since April
2021.

Moderate scale of operations with revenue dependent on only two products and low profitability

The scale of operation of the company remained moderate in the past four years ended FY21 (refers to the period from April 01
to March 31) with the total operating income in the range of Rs.220-360 crore. JSAPL manufactures only long steel products i.e.
TMT Bars and MS Billets through hot rolling process where other by-products are formed hence the revenue is concentrated
majorly on the two products leading to revenue concentration risk.

The PBILDT margin of the company though improved remained low in the range of 4.5-8.5% for past four years ended FY21.
Further, on account of high fixed capital charges, the PAT margin remained low and stood at 0.80% in FY21.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Below average financial risk profile marked by leveraged capital structure with weak debt coverage indicators
The capital structure of the company is highly leveraged marked by overall gearing of 3.46x as on March 31, 2021 on account
of high dependence on external borrowings resulting in high debt profile as against the moderate net-worth base of the
company. Further, with low profitability and high debt, the debt coverage indicators of JSAPL remained weak in the past four
years ended FY21 with PBILDT interest coverage around 1.60x and total debt/GCA of 14.46x as at the end of FY21.

Working capital intensive nature of the operations

The operations of the company are working capital intensive in nature with funds being blocked in receivables and inventory
resulting in elongated working capital cycle of 166 days for FY21. This results in higher reliance on external borrowings for
meeting working capital requirements subsequently in high utilization of cash credit facility.

Geographically concentrated sales

The company caters entirely to the domestic market with majority of the sales are concentrated in Maharashtra region (around
60%) followed by Gujarat and Madhya Pradesh. The buyers of the products are mainly real estate developers followed by
government departments, contractors and retail distributors. Further, since the company has no long-term contracts with the
customers, any downturn in order from them and drop in demand from any geography can significantly influence the sales of
the company.

Steel industry characterized by inherent cyclicality, competition from unorganized players due to fragmented
nature of industry

The company is exposed to the cyclicality associated with the steel sector which has direct linkage with the growth of the
economy at large and, particularly with the steel end user industries such as automobile, housing, infrastructure, and others.
The domestic steel industry is highly fragmented in nature with stiff competition from number of organized and unorganized
players in terms of technology and new product offerings. Also, the industry remains extremely competitive on account of
imports from countries like China, Vietnam and South Korea.

Susceptibility to volatility in raw material prices

Raw material consumption forms major cost component of the total cost of sales for the company. This directly exposes their
cash flows and profitability to volatility in the steel prices. Therefore, any adverse fluctuation in steel prices will increase the
procurement costs for JSAPL. It has been able to pass on the increase in input costs to its customers, although with a time lag.

Key Rating Strengths

Experienced management with established brand name

JSAPL is a family driven business with high involvement of promoters in day-to-day operations. The key management personnel
include Mr Sunil Radhakishan Agarwal, who is an engineering graduate and holds around 30 years of experience. He is ably
supported by Mr Dinesh Omprakash Agrawal, a commerce post-graduate and holds around 25 years of experience in the steel
industry among others in the family. Further, JSAPL has been present in the steel industry for past three decades and has
established the brand under the name of '‘ROOPAM QST (TMT) STEEL BARS'. Over the years the management has built good
relations with the clients and suppliers which has helped established and expand the company over the years.

Locational advantage emanating from proximity to suppliers and customers

Jalna is an industrial hub located in in Northern Marathwada region and is known for steel industries. Jalna has various Steel
bars production facilities having a combined capacity of about 1 million MT per year. Being presented in the steel hub results in
proximity to its suppliers and customers coupled with low transportation cost.

Government incentives in form of power subsidies and industrial promoter subsidy

The company is eligible for receiving power subsidy of Rs.0.70 per unit up-to the year 2024 from Maharashtra State Electricity
Board. Since steel industry is dependent on technology that is power intensive in nature the subsidy by state electricity board is
a huge cost saving to steel manufacturers. Furthermore, the steel project of JSAPL is registered as a Mega Project with
Government of Maharashtra under the Package Scheme of Incentives — 2007 (PSI — 2007). As a result, the company has
received sanction of Mega Project Benefit of Rs.75 Crores during FY19 and is also eligible for other benefits viz. stamp duty
exemption and 100% refund of capital Investment in form of GST over 7 years.

Partially Integrated Manufacturing Facilities with inhouse material testing facility

JSAPL is a secondary steel manufactures of long steel products. It has current installed capacity of 150000 MTPA each for TMT
bar and MS Billets production. The company has semi-integrated manufacturing facility through hot rolling process and
continuous casting technology where billets are produced first and in turn, while the billets are hot, are used for the production
of TMT bars which saves on cost of a cycle of cooling and heating reducing the burning loss too. Further, the company has
inhouse testing laboratories to keep check on the quality of products.
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Analytical approach: Standalone

Applicable criteria

Policy in respect of Non-cooperation by issuer

Policy on default recognition

Financial Ratios — Non-financial Sector

Liquidity Analysis of Non-financial sector entities

Criteria for short-term instruments

Criteria for assigning 'Outlook’ or 'Credit Watch' to Credit Ratings
Rating Methodology: Manufacturing Companies

Rating Methodology: Steel Industry

About the Company

Initially established as a partnership firm, ‘Raviraj Rolling Mills’, in the year 1987 by Late Omprakash Agrawal, Jalna
Siddhivinayak Alloys Private Limited (JSAPL) was later incorporated as a private limited company on October 22, 1999, with
change of name. The company is engaged in manufacturing of long steel products mainly MS Billets and TMT Bars. The
company has recently completed an expansion project resulting in capacity augmentation from 1,08,000 metric ton per annum
(MTPA) to 1,50,000 MTPA.

Brief Financials (X crore) March 31, 2020 (A) March 31, 2021 (A) March 31, 2022 Q1FY23

Total operating income 285.37 255.57

PBILDT 21.10 21.44

PAT 1.83 2.05 Not Available Not Available
Overall gearing (times) 1.88 1.75

Interest coverage (times) 1.56 1.60

A: Audited

Status of non-cooperation with previous CRA: Nil

Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2
Covenants of rated instrument / facility: Not Applicable

Complexity level of various instruments rated for this company: Annexure 4

Annexure-1: Details of Instruments/Facilities

Name of the ISIN Date of | Coupon | Maturity S|zIes :::!he Rating Assigned along
Instrument Issuance Rate Date with Rating Outlook
(X crore)

) - ) ) ) September CARE BB-; Stable; ISSUER
Fund-based - LT-Term Loan 2028 23.84 NOT COOPERATING*
LT/ST Fund-based/non-fund- ) ) ) Not 68.00 CARE BB-; Stable / CARE A4;
based-CC/WCDL/OD/LC/BG applicable ) ISSUER NOT COOPERATING*
Non-fund-based - ST-Bank _ ) ) Not 6.00 CARE A4; ISSUER NOT
Guarantee applicable ) COOPERATING*
Fund-based - LT-Proposed fund- _ ) ) Not 20.00 CARE BB-; Stable; ISSUER
based limits applicable ’ NOT COOPERATING*

*Issuer did not cooperate; Based on best available information
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https://www.careratings.com/pdf/resources/Policy%20in%20respect%20of%20Non-cooperation%20by%20issuer%20(15-7-22).pdf
https://www.careratings.com/pdf/resources/Policy%20on%20Default%20Recognition_Sep%202021%20(21-6-22).pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-May%2022.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Criteria%20for%20short%20Instruments%20(15-7-22).pdf
https://www.careratings.com/pdf/resources/Rating%20outlook%20and%20credit%20watch%20_May%202022%20(15-7-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Manufacturing%20Companies-Dec20%20(2)%20(21-6-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Steel%20Industry%20(11-7-22).pdf
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of last three years

Current Ratings Rating History

Name of the Date(s) Date(s) Date(s) Date(s)
d and and and
Instrument/Bank Amount an . ; p
Facilitie{s Outstanding Rating Rating(s) Rating(s) Rating(s) Rating(s)
(X crore) assigned assigned @ assigned assigned
in 2022- in 2021- in 2020- in 2019-
2023 @ 2022 = 2021 2020
CARE BB-; 1)CARE BB-
Fund-based - LT- Stable; ISSUER | ; Stable ) )
1 Term Loan LT 23.84 NOT (28-Dec-
COOPERATING* 21)
) CARE BB-; 1)CARE BB-
ot Namfund- Stable / CARE ; Stable /
2 based- LT/ST* 68.00 A4; ISSUER - CARE A4 - -
NOT (28-Dec-
CC/WCDL/OD/LC/BG COOPERATING* 21)
. . CARE A4; 1)CARE A4
3 | orfundbased - | st 6.00 | ISSUERNOT |- (28-Dec- | - :
COOPERATING* 21)
i e CARE BB-; 1)CARE BB-
Fund-based - LT Stable; ISSUER : Stable
4 | Proposed fund LT 20.00 - - -
based limits NOT (28-Dec-
COOPERATING* 21)

*Issuer did not cooperate; Based on best available information

level of various instruments rated for this compan
Name of instrument

Annexure 3: Complexi

Complexity level

1 Fund-based - LT-Proposed fund-based limits Simple
2 Fund-based - LT-Term Loan Simple
3 LT/ST Fund-based/non-fund-based-CC/WCDL/OD/LC/BG Simple
4 Fund-based - LT-Proposed fund-based limits Simple

Annexure 4: Bank Lender Details for this Company
To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instrument: CARE Ratings Ltd. has classified instruments rated by it on the basis
of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.

4| CARE Ratings Ltd.


https://www.careratings.com/Bankdetails.aspx?Id=ei7J+n/S7XrNob5eqEgJ7g==

Press Release care:_. dﬂ@

RATINGS

Contact us

Media Contact

Name: Mradul Mishra

Contact no.: 022-6754 3573

Email ID: mradul.mishra@careedge.in

Analyst Contact

Name: Monika Goenka

Contact no.: 8879300881

Email ID: monika.goenka@careedge.in

Relationship Contact

Name: Aakash Jain

Contact no.: 8106400001

Email ID: aakash.jain@careedge.in

About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide
array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by
knowledge and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including
CPs, corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited are opinions on the likelihood of timely payment of the obligations under the rated
instrument and are not recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or
hold any security. These ratings do not convey suitability or price for the investor. The agency does not constitute an audit on
the rated entity. CARE Ratings Limited has based its ratings/outlooks based on information obtained from reliable and credible
sources. CARE Ratings Limited does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions and the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE Ratings Limited have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE Ratings Limited or its subsidiaries/associates may also be involved with other commercial
transactions with the entity. In case of partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings Limited
is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The
rating/outlook may undergo a change in case of withdrawal of capital or the unsecured loans brought in by the
partners/proprietor in addition to the financial performance and other relevant factors. CARE Ratings Limited is not responsible
for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.
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