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Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The ratings assigned to the bank facilities of Apple Industries Limited (AIL) remain tempered by subdued Profit Before Interest,
Lease Rentals, Depreciation and Taxes (PBILDT margins) and the company reporting continued losses at net level in FY25(UA).
The company operates on a thin margin as it majorly sells its products through B2B channel, who in turn distribute the product
sold by AIL under their own brand. The key raw material, iron ore pellet and coal are sourced from dealers instead of purchase
through e-auction from miners or direct exporter, which keeps the margin low, however, the operating cycle remain low; albeit
expected to moderate going forward.

Post acquisition of the company under new management through National Company Law Tribunal (NCLT), the company undertook
major expansion spree since then, it has invested Rs.85 crore up to March 2025, towards expansion of its capacities in Sponge
Iron, Induction furnace and TMT rolling mill. The same is funded by term loan of Rs.51 crores, Rs.29 crores in the form of
USL(Unsecured Loans), equity infusion of Rs.2.5 crores. & internal accruals of Rs.2.39 crores. The company has enhanced its
induction furnace capacity to 400 tpd from 200 tpd in March 2025, which is likely to result in enhanced captive consumption of
billets and improve share of TMT sales. Despite large debt funded capex the capital structure and debt coverage indicators remain
moderate marked by TOL/TNW 2.01x as on March 31, 2025.

The global supply and demand balance, particularly increasing Chinese supplies, continue to exert pressure on steel prices and
output as is evident from fall in prices of rebar in the recent past. Hence, the ability of the company to optimally utilise its
enhanced capacities and improve its margins amidst the global supply and demand imbalance, while keeping the operating cycle
low remains a key monitorable. The rating also factors in high customer and supplier concentration risk associated with AIL. The
ratings also factor in high level of working capital utilisation despite enhancement in limits, which remained consistently high at
99% over last 4 months ended May 2025.The ratings also factor in persistent non-compliance with regulations and qualification
by auditor though not material.

The ratings, however, derive strength from experienced promoters and moderate net worth base as a result of unsecured loan
from promoters, which remain subordinated to bank facilities to an extent of Rs.73 crore out of Rs.97 crore as on March 31,
2025.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors

o Improvement in scale of operations over—Rs.550 crore with PBILDT Margin around—- 5% and profits at net level on a
sustained basis.
o Improvement in overall gearing to 1.2x and TD/GCA to 7.0x on a sustained basis.

Negative factors

o Decrease in scale of operations as marked by total operating income of below Rs.450.00 crore with PBILDT margin below
3.0% on a sustained basis.
) Deteriorating in overall gearing beyond 2.0x and TD/GCA over 11.0x.

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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Analytical approach: Standalone

Outlook: Stable
Stable outlook reflects CARE Ratings expectation that the company would maintain its financial risk profile aided by experienced
promoters, established relationship with customers coupled with satisfactory capacity utilisation.

Detailed description of key rating drivers:

Key weaknesses

Subdued profitability margins

AIL operates in a highly competitive environment. The profitability margin of the company has been in the range bound of 3% to
4% till FY24. During FY25(UA), the company has reported improvement in EBITDA margins from 3.32% (in FY24) to 4.52% in
FY'25(UA). The improvement is on account of economies of scale achieved as a result of vertically integrated operations in ms
billet and TMT bars due to captive consumption of raw materials. Also, the company operates under B2B model, who in turn
distribute the product sold by AIL, under their own brand. In view of the business model the company continue to earn thin
PBILDT margins of about 3-4%. Moreover, the company is in talks with solar power producers, this would result in substantial
reduction in power cost going forward. Also, on back of recent commissioning of its induction furnace in March 2025, the company
is expected to sell higher volume of TMT bars, which is expected to result margin expansion for the company. Hence, ability of
the company to improve its margins remain a key monitorable.

Moderate Capital Structure; albeit moderate debt coverage indicators

The capital structure of the company continued to remain satisfactory in the last three fiscals’ years marked by overall gearing of
0.86x as on March 31, 2024 (PY: 0.54x). However, as on March 31, 2025, the overall gearing and TOL/TNW deteriorated to 1.66x
and 2.01x respectively, mainly on account of higher debt as on March 31, 2025, due to increase in term loan and USL (Which is
not subordinated to bank facilities) for its recently completed capex along with increase in short-term borrowings. Debt coverage
indicators stood moderate, as marked by moderate interest coverage of 1.79x in FY25 (1.5x in FY24), total debt to GCA (TD/GCA)
of 9.71.0x in FY25(9.64 in FY24). Going forward, the capital structure and debt protection metrics are expected to remain within
a range in the near to medium term.

Recently completed capex

Post acquisition of the company under new management through National Company Law Tribunal (NCLT), the company undertook
major expansion spree since then. The company has invested Rs.85 crore up to March 2025, towards expansion of its capacities
in Sponge Iron, Induction furnace and TMT rolling mill. The same is funded by term loan of Rs.51 crores, Rs.29 crores in the form
of USL(Unsecured Loans), equity infusion of Rs.2.5 crores. & internal accruals of Rs.2.39 crores

Post acquisition, the sponge iron capacity was enhanced from 200 tpd to 300 tpd in the latter part of FY'23 and early FY'24.
Additionally, the company established a 200 tpd TMT bar making capacity in the latter part of FY'24 and early FY'25. Furthermore,
the company converted its 10 MW captive power plant into a Waste Heat Recovery plant in FY'24. This apart the company is also
in talks with solar power producers, which would result in a reduction in power costs. The company has completed its project of
expanding its Induction furnace capacity project from 200 tpd to 400 tpd and commissioned it at end of March 2025, with no cost
and time overrun. The company plans to use the entire billets internally by its rolling mills. The ability of the company to optimally
utilise its enhanced capacities and improve its margins amidst the global supply and demand imbalance particularly regarding
China, affecting steel prices and output, remains a key monitorable.

High customer and supplier concentration risk

The company is involved in the sale of Sponge Iron, and TMT bars, the company has a B2B arrangement for sale of its products
primarily with two customers, the sales from these two customers accounted for 54% of total sales in HIFY25, moreover, the
sales from top 10 customers accounted for about 76% of total sales in H1FY25, thus exposing to high customer concentration
risk. In FY24, the top 10 clients accounted for around 61% of their total sales (vis-a-vis 99% in FY23). AlL’s top three suppliers
in FY24 were Sofia Traders (AP), Minera Steel & Power Private Limited and A One Steel and Alloys Private Limited (BLY), which
contributing 40.77% of purchases. The top 10 suppliers contributed 69.31% of purchases in FY24, a significant increase from
35.20% in FY23, thus, the company’s business remain exposed to supplier concentration risk.

Highly competitive and cyclical industry

The steel sector is characterized by its cyclical nature, which is intricately linked to economic trends. Major industries that utilize
steel like construction, infrastructure, automotive, and capital goods rely heavily on economic conditions, meaning any decline in
economic activity can negatively affect their demand for steel. Furthermore, the global supply and demand balance, particularly
regarding China, is a significant factor affecting steel prices and output. Consequently, finished steel producers are primarily price-
takers, this connection makes their cash flows and profitability vulnerable to the volatility of the end-user sector.

Profitability susceptible to volatility in raw material prices
The primary raw materials including iron ore and coal constitute the largest portion of the total cost of sales for steel products.
Essential materials such as iron pallets, coal, pig iron, which are necessary for producing sponge iron are predominantly obtained
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from the domestic market. The major raw material for the company constitutes around 84 to 85% of total cost of sales in
FY25(UA). Since the company faces challenges with price volatility in these materials due to procurement from domestic market
on shorter credit term of 10 days. Consequently, the company's profitability is highly sensitive to fluctuations in raw material
costs.

Key strengths

Experienced Promoters

AIL is managed by Mr. Parag Gupta, Mr. Rakesh Gupta, and Ms. Uma Gupta, who serve as the Director. Mr. Parag Gupta also
manages M/s Distributor India South, providing C & F services to various pharma companies. Uma Gupta is also a director at Lord
Balaji Warehousing Private Limited. Mr. Rakesh Gupta holds a 50% stake in M/s Distributors India (C & F), which primarily provides
distribution services for M/s Glaxo India Limited, M/s Elan Pharma Limited, M/s MSD Pharma Limited, and M/s Chiron
Pharmaceuticals Private Limited. Currently, AIL's business is handled by Mr. Akash Gupta(son of Mukesh Gupta) who has 8-10
years of experience in steel industry. The plant is headed by Mr. Purshottam who has 15 years of experience in Steel industry.

Comfortable operating cycle

The operating cycle has remained low, at 10 days in FY'24 compared with 1 day in FY'23. However, during FY25(UA), the operating
cycle has increased to 21 days primarily due to increase in inventory holding days. The company normally maintains an inventory
of 15 days- 30 days, during FY25(UA) the average inventory holding cycle increased to 21 days when compared with 15 days in
FY24. This increase is driven by the expansion in sponge iron and MS billets production capacities. Also, during FY25(UA) the
average creditors days has increased to 10 days (8 days in FY24), while the average receivables days has increased to 10 days
(2 days in FY24). The increase in receivable and payable cycle was due to increase in TMT revenue during FY25(UA), going
forward with share of TMT expected to increase the operating cycle is expected to moderate.

Moderate Financial performance: albeit improvement witnessed in FY24 & FY25(UA)

Total Operating Income (TOI) grew at a compounded annual growth rate (CAGR) of 44.31% in last 5 years ended FY24. During
FY25(UA), the TOI grew by 11% to Rs.521 crore over Rs.470 crore in FY24. The growth was driven by higher share of TMT
revenue. Despite this revenue growth and improvement in EBITDA margins, the company continued to report losses at net level,
mainly due to higher interest expense. Nonetheless, Gross Cash accruals remained positive and almost doubled to Rs.10.49 in
FY25(UA) compared to Rs.5.65 crore in FY24. Going forward on the back of higher share of TMT sales the scale is likely to
continue to grow. Hence, the ability of the company to improve its scale and PBILDT margins on the back of highly competitive
business environment for TMT remains to be seen and remain a key monitorable.

Liquidity: Stretched

The company’s liquidity remains stretched marked by persistent high utilisation of working capital limits at 99% since Feb 2025
coupled with weak debt coverage indicators. Moreover, on the back of recently completed capex the share of TMT is expected to
increase which would result in higher working capital requirement. The company reported a GCA of Rs.5.65 crores in FY24 against
debt repayment obligation of Rs.3.76 crore. Furthermore, the company has achieved a GCA of Rs.10.83 crore in FY25(UA). As
against this the company has repayment obligation of Rs.5.45 crore in FY25 and Rs.6.60 crore in FY26. However, the comfort
can be drawn from the subordinated unsecured loans of Rs.73.37 crores and increase in non-subordinated unsecured loans of
Rs.23.48 crore and fresh infusion in equity of Rs.2.49 crores, highlighting promoters ability to bring in funds as and when required.

Applicable criteria
Definition of Default
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies
Financial Ratios — Non financial Sector
Iron & Steel

About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry Basic industry
Commaodities Metals & Mining Ferrous Metals Sponge Iron

Apple Industries Limited (AIL), based in Delhi, was incorporated on November 11, 2008, and is currently managed by Mr. Rakesh
Gupta and Mr. Parag Gupta since February 2022. The company is engaged in the manufacturing of sponge iron, MS billets, and
TMT bars, with an installed capacity of 300 TPD for sponge iron and 400 TPD for rolling mill operations.
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March 31, 2025 (UA)

Total operating income 393.97 470.03 521.28
PBILDT 11.75 15.62 23.55
PAT -0.83 -3.76 -2.02
Overall gearing (times) 0.54 0.86 1.66
Interest coverage (times) 1.97 1.50 1.79

A: Audited UA: Unaudited; 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

Name of the

Instrument

Fund-based-
Long Term

Date of
Issuance

Coupon

Rate (%)

Maturity
Date

Size of the !latlng
Assigned and
Issue .
(X crore) Rating
Outlook
CARE BB-;
>5.00 Stable

Feb, 2031

Name of the

Instrument/Bank

Facilities

Fund-based-Long
Term

Annexure-2: Rating history for last three years

Current Ratings

Rating History

Date(s) Date(s)
Amount and_ and_
Type Outstanding | Rating Rat.' ng(s) Rat.l ng(s)
(X crore) ::!SSIgned ::!SSIgned
in 2025- in 2024-
2026 2025
CARE
LT 55.00 BB-;
Stable

Date(s)
and
Rating(s)
assigned
in 2023-
2024

Date(s)
and
Rating(s)
assigned
in 2022-
2023

LT: Long term;

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not Applicable
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Annexure-4: Complexity level of instruments rated

Name of the Instrument Complexity Level

1 Fund-based-Long Term Simple

Annexure-5: Lender details

To view the 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 Reserve Bank of India.
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. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). 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. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge 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. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CARE and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge 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. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2025, CARE Ratings Limited. All Rights Reserved.
This content is being published for the purpose of dissemination of information. Any use or reference to the contents herein on an “as-is” basis is permitted with due
acknowledgement to CARE Ratings. Reproduction or retransmission in whole or in part is prohibited except with prior written consent from CARE Ratings.

For detailed Rationale Report and subscription information,
please visit www.careratings.com
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