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April 02, 2025

Facilities/Instruments ‘ Amount (X crore) Rating! Rating Action

Long-term / Short-term bank 42.15 Reaffirmed; Outlook

facilities (Enhanced from 27.00) CARE BBB-; Stable / CARE A3

Details of instruments/facilities in Annexure-1.

revised from Negative

Rationale and key rating drivers

Reaffirmation of ratings and revision in outlook to Stable from Negative reflects the steady performance of Shreejee Structural
Steel Private Limited (SSSPL) in FY24 (refers to April 01 to March 31) and 9M FY25 despite headwinds in the steel industry in the
form of muted prices and demand and CARE Ratings Limited’s (CARE Ratings) expectation of sustained performance in the coming
years aided by its established market position and expected recovery in demand for its traded products. While SSSPL’s total
operating income (TOI) remained flat at ¥424 crore FY24 with the benefit of better volumes largely nullified by decline in
realisations, this grew by ~30% year-over-year (y-o-y) to ¥426 crore for 9M FY25. Its profitability continues to remain thin yet
stable with profit before interest, lease rentals, depreciation and taxation (PBILDT) margin of 3-3.5% in FY24 and 9MFY25. The
company benefits from its off-take memorandum of understanding (MoU) with Steel Authority of India (SAIL; rated CARE AA;
Stable/ CARE Al+)) and Rastriya Ispat Nigam Limited (RINL) which provides better pricing. With the expected improvement in
domestic steel demand and prices, the company is likely to maintain the growth trajectory in terms of scale of operations with
stable profitability in medium term.

Ratings continue to favourably factor in the adequate financial risk profile with an overall gearing and total outside liability to total
net worth (TOL/TNW) of 1.12x and 1.31x, respectively, as on March 31, 2024. Ratings also factor in extensive experience of
promoters in steel trading industry, established relationships with its reputed key suppliers and diversified clientele. However,
rating strengths are tempered by thin and volatile profit margins inherent to trading business, susceptibility of profit margins to
price volatility of key traded materials as SSSPL is required to maintain sizeable inventory of steep products. Its operations remain
working capital intensive in the absence of credit period from its key suppliers and stock-and-sell model. While the company
maintains its collection period between 20-25 days owing to long-term relationship with its customers, stretch in the
inventory/collection days impacting the company’s working capital cycle and liquidity will be key monitorable.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors

e  Sustained improvement in TOI of above X700 crore with maintaining PBILDT margins of above 5%.
e Improvement in the overall gearing to less than 1.00x on a sustained basis.

Negative factors

e Decline in operating margin below 3% on a sustained basis.

e Decline in scale of operations with TOI below X200 crore on a sustained basis.

e Deterioration in capital structure with overall gearing exceeding 1.50x on a sustained basis.

Analytical approach: Standalone

Outlook: Stable

The outlook has been revised from negative to stable considering CARE Ratings’ expectations that SSSPL will continue to maintain
its financial risk profile considering sustenance in the company’s performance supported by experience of promoters despite
ongoing challenges in the industry.

Detailed description of key rating drivers:

Key strengths

Authorised distributorships from SAIL and RINL
SSSPL has a diversified product portfolio and is an authorised distributor for SAIL and RINL at PAN-India level. The company
procures 10-20 type of steel products such as TMT bars, plates and HR coil, among others from these entities where SSSPL has

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.

1 CARE Ratings Ltd.


http://www.careedge.in/

Press Release care

RATINGS

signed fixed off-take MoU with SAIL and RINL for off-take of 45000 metric tonne per annum (MTPA) and 3500MTPA, respectively,
steel products. SAIL supplies ~75-80% products sold by SSSPL followed by RINL. The parties provide monthly/quarterly discounts
to SSSPL and revise prices monthly for all products. Hence, SSSPL passes on increase/decrease in pricing to its customers.

Adequate financial risk profile

SSSPL's capital structure is comfortable with a marginal improvement in overall gearing and TOL/TNW of 1.12x and 1.26x as on
March 31, 2024 (PY: 1.44x and 1.56x). The company’s debt profile majorly comprises of working capital borrowings required for
funding its inventory purchase in the absence of credit period from suppliers and its stock-and-sell model. The debt coverage
indicators are adequate with PBILDT interest coverage of 2.28x and 3.36x in FY24 and 9MFY25, respectively (PY: 3.10x).
Maintenance of the financial risk profile remains key monitorable.

Experienced promoters in steel trading business, long-term relations with key suppliers and customers

SSSPL has a moderate track record of over a decade of operations in trading steel products. The promoters’ experience reflects
in developing and maintaining relations with reputed supplier such as SAIL and RINL. In its span of operations, the company has
established its market presence with long-term client relations, having presence in Indian cities providing strong marketing
connects. Chetan Chitalia, managing director, is a graduate with vast experience of three decades, and manages the company’s
overall management and operations. The director is assisted by qualified second level management personnel possessing requisite
qualification and industry experience. Promoter’s extensive experience enables SSSPL to establish strong marketing connects and
operational process excellence.

Key weaknesses

Working capital intensive operations and minimum purchase obligation

SSSPL’s operations are working capital intensive with considerable amount of funds blocked in inventory. The company maintains
inventory level of 40-60 days for different SKUs according to market demand and customer specifications. Hence, the average
inventory period continues to remain moderate at 40 days in FY24 (against 50 days in FY23). Average collection period stood at
24 days in FY24 (against 20 days in FY23) as the company extends credit period of 20-25 days to its customers. On the other
hand, the creditors’ period remained nil as company procures majorly from SAIL, which supplies only on advances, and others
are backed by letter of credit. Hence, the operations are working capital intensive with an operating cycle of 60 days in FY24 (PY:
65 days). Consequently, SSSPL continues to have high dependence on working capital limits and this is utilised ~90% for 12-
month period ending January 2025. The company’s minimum purchase obligation per its MoU with SAIL and RINL could translate
to inflated inventory levels in times of demand downturns, impacting its profitability.

Operations in highly competitive and fragmented operations

Steel trading is characterised by highly competitive, fragmented and cyclical business which is strongly correlated to economic
cycles. Metal trading industry has low entry barriers with numerous unorganised industry players resulting in large competition.
However, the company enjoys competitive advantage being authorised distributor of SAIL and RINL’s products in the regions it
operates in.

Profitability susceptible to fluctuations in commodity prices, economic downturn in end-user industry

Metal trading business is cyclical which is strongly correlated to economic cycles. Hence, earnings are susceptible to fluctuations
in commodity prices. Being in metal trading business, SSSPL faces risks of cyclicality in the industry. Material prices procured from
SAIL are revised monthly. Since the company operates in competitive industry, it may limit SSSPL’s ability to pass on fluctuations
to its customers. Construction sector and capex cycle are susceptible to economic downturn and may lead to muted demand for
related products in such scenario.

Liquidity: Adequate

The liquidity is marked adequate considering envisaged cash accruals worth X7-8 crore per annum against scheduled repayments
worth %0.56 crore per annum for FY25-FY26 period. The company’s current ratio stood at 1.31x as on March 31, 2024. SSSPL's
average utilisation of CC limit is moderate at 43%, however, channel financing is at 90% for the last 12 months ending January
2025. Being a trading entity, the company has no major capex plans in the near term.

Applicable criteria

Definition of Default

Liguidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
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https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_Jan%202025.pdf
https://www.careratings.com/upload/pdf/get-rated/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20Entities%20-%20Sept%202024.pdf
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Financial Ratios — Non financial Sector
Short Term Instruments
Wholesale Trading

About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry \ Basic industry

Services Services Commercial services and Trading and distributors
supplies

Shreejee Structural Steel Private Limited (SSSPL) was incorporated in 2012 by Chetan Chitalia and Pravin Chitalia. It is engaged
in trading steel products such as structural steel (beams/joists, channels, and angles, among others), TMT bars, rods, rebars,
hot-rolled coils, sheets and skelp, PM plates, boiler quality plates, and high tensile plates hot-rolled coils. The company is an
authorised distributor of Steel Authority of India Limited (SAIL; rated CARE AA; Stable/CARE Al+) and Rashtriya Ispat Nigam
Limited (RINL). SSSPL sells its products PAN India to majorly end-use customers. The company’s registered and controlling office
is at Masjid (Mumbai), and warehouse at Kalamboli (Navi Mumbai) in Maharashtra.

Brief Financials (X crore) ‘ March 31, 2023 (A) March 31, 2024 (A) 10MFY25 (UA)
Total operating income 416.44 424.08 426.93
PBILDT 11.94 13.51 13.25

PAT 6.13 5.74 NA
Overall gearing (times) 1.44 1.12 NA
Interest coverage (times) 3.10 2.28 3.36

A: Audited UA: Unaudited; NA: Not Available; Note: these are latest available financial results
Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years: Annexure-2
Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

LIS Maturity Size of the !latlng
Name of the Issuance Coupon Assigned and
Date (DD- Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating
YYYY) Outlook
E:ggc-i/ Non- CARE BBB-;
- - - - 42.15 Stable / CARE
fund-based- A3
LT/ST

3 CARE Ratings Ltd.


https://www.careratings.com/upload/pdf/get-rated/Financial_Ratios_Non_Financial_Sector_March_2025.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating_of_Short_Term_Instruments_Feb_2025.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria_Rating_Methodology_Wholesale_Trading_Mar_2025.pdf

Press Release ca regggy @

RATINGS

Annexure-2: Rating history for last three years

Current Ratings ‘ Rating History

Date(s) Date(s) Date(s) Date(s)

Name of the Amount and and and and
ins?r_u-m ent/Bank Type Outstanding Rating Rati_ng(s) Rati_ng(s) Rati_ng(s) Rati_ng(s)
acilities (X crore) assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2025 2024 2023 2022
1)CARE 1)CARE 1)CARE
CARE BBB-; BBB-; BBB-;
Fund-based/Non- BBB-; Negative / Stable / Stable /
1 fund-based-LT/ST LT/sT 42.15 Stable / i CARE A3 CARE A3 CARE A3
CARE A3 (05-Mar- (22-Feb- (28-Mar-
24) 23) 22)

LT/ST: Long term/Short term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of instruments rated

Sr. No. Name of the Instrument Complexity Level

1 Fund-based/Non-fund-based-LT/ST Simple

Annexure-5: Lender details
| To view lender-wise details of bank facilities please click here ‘

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

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings 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 has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings 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 have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings 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 is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For detailed Rationale Report and subscription information,
please visit www.careedge.in
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