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Ratings

—_ Amount .1 . .
Facilities (Rs. crore) Rating Rating Action

CARE AA-; Stable/ CARE A1+
65.00 (Double A minus; Outlook: Reaffirmed
Stable/ A One plus)

Long term/ Short term Bank
Facilities

Short-term Bank Facilities 8.00 CARE A1+ (A One plus) Reaffirmed

73.00

Total Faciliti
otal Facilities (Rs. Seventy Three Crore only)

Short Term Debt (including

Commercial Paper)* 10.00 CARE A1+ (A One plus) Reaffirmed
Total Instruments 10.00

(Rs. Ten Crore only)
Details of instruments/facilities in Annexure-1 *carved out of fund based working capital limit

Detailed Rationale & Key Rating Drivers

The above ratings continue to draw strength from the experience of the promoters and their strong technical
collaboration, established position in the domestic refractory segments, satisfactory financial position with comfortable
gearing and strong debt protection metrics. The ratings are, however, constrained by price volatility of the raw materials
with limited pricing power, exposure to group companies, foreign exchange fluctuation risk, major dependence on the
fortunes of steel industry with increasing competition arising out of cheaper imports and presence of a number of
unorganized players.

The sales price realization coupled with the movement of Euro currency vis-a-vis Rupee, key raw material prices and
prospects of the steel industry remain the major ratings sensitivities.

Detailed description of the key rating drivers

Key Rating Strengths

Experienced promoter with strong management

Shri S K Bajoria, Chairman, the main promoter, has wide experience in manufacturing of special refractories. He was also
the former President of the Indian Chamber of Commerce, Kolkata, former Director of West Bengal Industrial Corporation
Ltd. and Industrial Promotion & Investment Corporation of Orissa Ltd and Honorary Vice Counsel of Denmark in Eastern
India. Shri P Bajoria, MD, is associated with the group for around three decades and has wide experience in the refractory
industry.

Strong technical collaboration

IFGL is engaged in manufacturing of specialized refractories like continuous casting refractories and slide gate
refractories. The plant was set up in technical collaboration with Krosaki Harima Corporation (KHC), Japan. KHC is an
associate company of Japan’s largest steel maker Nippon Steel Corporation and is a leading refractories player with a
global presence and advanced technology.

Established position in the domestic refractory segments

IFGL is one of the few refractory manufacturers in India with a market presence across the country with a market share of
around 15%. Steel plants, which account for up to 90% of demand for refractories are among the major customers of
IFGL. The company has longstanding relationships with various steel plants due to which it is able to garner regular
orders.

Price volatility of the raw materials with limited pricing power

The main raw materials used in the manufacturing process are magnesia, bauxite, silicon carbide, alumina and graphite,
the prices of which are volatile. Majority of these raw materials are imported from China and the prices of the raw
materials have risen in the recent years. Further, the refractory players have limited bargaining power with large steel
companies being its customers, it is unable to pass on the hike in raw material prices resulting in pressure on profitability
margin.

Financial risk profile marked by comfortable gearing and debt coverage indicators

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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Net sales declined by around 10% in FY16 vis-a-vis FY15 occasioned out of decrease in the sales volume over preceding
financial year and lower realisation arising out of depreciation of Euro vis-a-vis Rupee. PBILDT margin, though declined on
account of decline in the capacity utilization leading to under-absorption of fixed cost, remained at satisfactory levels.
However GCA remained extremely comfortable at Rs.23.9 crore vis-a-vis term loan repayment obligation of Rs.2.7crore in
FY1e.

The company has paid off its entire long term debt (except for the vehicle loan) in FY16 with little reliance on the working
capital loan, resulting in significant improvement in the overall gearing ratio, which has improved to 0.23 times as on
Mar.31, 2016 against 0.33 times as on March 31, 2015. The debt coverage indicators also remain comfortable with total
debt to GCA at 1.61 times as on Mar.31, 2016.

During 9MFY17, the company has reported PAT of Rs.10.6 crore on a Total Operating Income of Rs.248.8 crore.

Key Rating Weaknesses

Exposure to group companies

IFGL had an aggregate funded exposure of Rs.67.3 crore (around 40% on its networth) as on March 31, 2016, in the form
of long term investments & loans and advances to the group companies. In addition, IFGL has provided corporate
guarantee to the tune of Rs.27.5 crore as on March 31, 2016 to its subsidiary, IFGL Exports Ltd. (IEL).

While the investment in the subsidiary, IFGL Worldwide Holdings Ltd. had been utilized for acquisition of various
companies engaged in the same line of business in countries like UK, USA, Brazil, China, Germany and Czech Republic and
strengthening its market exposure, the corporate guarantee was extended to banks for extending loans to its subsidiary,
IEL for setting the plant of Continuous Casting Refractories (90,000 pcs p.a.) at Kandla Special Economic Zone (SEZ),
Gujarat.

The subsidiary (IEL) announced COD in May 2012 and thereafter its performance has been improving year on year.

The consolidated financials of IFGL has remained satisfactory over the years with Total Income & PAT being Rs.722.1 crore
& Rs.45.2 crore respectively in FY16. Gearing ratio at the consolidated level also improved to 0.21 times as on Mar. 31,
2016 as against 0.33 times as on Mar. 31, 2015.

Foreign exchange fluctuations risk

IFGL Refectories Ltd (IFGL) has exposure in foreign currency in the form of raw materials import & exports. The company
imports around 50-55% (Rs.52.8 crore in FY16) of its total raw material requirement mainly in Dollar & Euro. Further, IFGL
exports around 50-55% (Rs.144.5 crore in FY16) of its total turnover in Euro (majorly), Dollars and Pound, thus providing
natural hedging to a greater extent. IFGL also takes forward cover at an opportune time to negate the currency
fluctuations.

Increasing competition arising out of cheaper imports and presence of unorganized players

Refractory industry is highly fragmented with more than 150 players of which around 15 -16 are major players. Indian
refractory industry also faces a huge threat in the form of competition from cheap refractory products dumped from
China which has captured more than 25% of the total market. Due to highly competitive nature of the refractory industry,
players experience limited pricing flexibility and therefore work under high pressure on margins.

Analytical approach: Standalone

Applicable Criteria

CARE’s Policy on Default Recognition

Criteria on assigning Outlook to Credit Ratings
Criteria for Short Term Instruments

Rating Methodology-Manufacturing Companies
Financial ratios — Non-Financial Sector

About the Company

IFGL, incorporated in 1989, is the flagship company of S K Bajoria group of Kolkata. The company is engaged in
manufacturing of special refractories and operating systems for the steel industry and bio-ceramic products at its factory
at Kalunga Industrial Estate near Rourkella, Orissa. Currently, the company has aggregate manufacturing capacity of
shaped refractories (7,76,000 pcs), unshaped refractories (24,000 MT), shaped ceramics (10,000 pcs) and unshaped
ceramics (50.0 kg).

IFGL earned PBILDT of Rs.34.1 crore (Rs.45.5 crore in FY15) and PAT (after defd. tax) of Rs.18.6 crore (Rs.26.9 crore in
FY15) on Total Operating Income of Rs.304.2 crore (Rs.334.7 crore in FY15) in FY16. During 9MFY17, the company has
reported PAT of Rs.10.6 crore on a Total Operating Income of Rs.248.8 crore.

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable
2 | Credit Analysis & Research Limited
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Rating History for last three years: Please refer Annexure-2

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This
classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome to write to
care@careratings.com for any clarifications.

Analyst Contact:
Name: Vineet Chamaria

Tel # 033 4018 1609
Mobile #9051730850
Email: vineet.chamaria@careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating
agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit
Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market
built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to raise capital
for their various requirements and assists the investors to form an informed investment decision based on the credit risk and their own
risk-return expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed by the
methodologies congruent with the international best practices.

Disclaimer

CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on information obtained from sources believed by it to
be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is 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 CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo 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.

Annexure-1: Details of Instruments/Facilities

Size of the Rating assigned

Name of the Date of Coupon Maturity . .
Issue along with Rating
Instrument Issuance Rate Date
(Rs. crore) Outlook
Non-fund-based - ST- ) i i 3.00 CARE A1+
BG/LC '

CARE AA-; Stable /

Fund-based - LT/ ST- ) i} - 65.00 CARE A1+

CC/Packing Credit

Commercial Paper- CARE A1+
CP/STD - - 7-364 days 10.00
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Annexure-2: Rating History of last three years
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Current Ratings Rating history
Name of the Type Rating Date(s) & Date(s) & Date(s) & Date(s) &
Sr. Amount . . . .
Instrument/Bank . Rating(s) Rating(s) Rating(s) Rating(s)
No. ipens Outstanding . . . . . . . .
Facilities (Rs. crore) assigned in | assignedin | assignedin | assigned in
’ 2017-2018 2016-2017 2015-2016 2014-2015
. 1)CARE Al+ | 1)CARE Al+
Commercial Paper- 1)CARE A1+
LG /STD ST 10.00 CARE Al+ - (07-Jul-16) | (17-Jul-15) (07-0ct-14)
, | Fund-based - LT-Term |  _ ] ] ) 1:\5\932?_?:;" %)1C7AJZE|??) 1)CARE AA-
" | Loan (07-Oct-14)
1)CARE A1+ | 1)CARE Al+
Non-fund-based - ST- 1)CARE A1+
3. BG/LC ST 8.00 CARE A1+ - (07-Jul-16) (17-Jul-15) (07-Oct-14)
CARE AA-; 1)CARE AA-/ | 1)CARE AA-/ 1)CARE AA- /
Fund-based - LT/ ST- CARE A1+ CARE A1+
4| cc/packing Credit LT/sT | 65.00 stable / ) (07-Jul-16) | (17-ul-15) | CAREAL
CARE Al+ (07-Oct-14)
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CONTACT
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E-mail: mehul.pandya@careratings.com
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E-mail: saikat.roy@-careratings.com
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Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022
Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com
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Tel: +91-80-4115 0445, 4165 4529
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Mr. Sajan Goyal

SCF No. 54-55,

First Floor, Phase 11,

Sector 65, Mohali - 160062
Chandigarh

Cell: +91 99888 05650

Tel: +91-172-5171 100 / 09

Email: sajan.goyal@careratings.com

CHENNAI

Mr. V Pradeep Kumar

Unit No. 0-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600 002.
Cell: 491 98407 54521

Tel: +91-44-2849 7812 / 0811

Email: pradeep.kumar@careratings.com

COIMBATORE
Mr. V Pradeep Kumar
T-3, 3rd Floor, Manchester Square

Puliakulam Road, Coimbatore - 641 037.
Tel: +91-422-4332399 / 4502399
Email: pradeep.kumar@careratings.com

HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
Hyderabad - 500 029.

Cell : +91 90520 00521

Tel: +91-40-4010 2030

E-mail: ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni

304, Pashupati Akshat Heights, Plot No. D-91,
Madho Singh Road, Near Collectorate Circle,
Bani Park, Jaipur - 302 016.

Cell: 491 — 95490 33222

Tel: +91-141-402 0213 / 14

E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal

3rd Floor, Prasad Chambers, (Shagun Mall Bldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell: +91-98319 67110

Tel: +91-33- 4018 1600

E-mail: priti.agarwal @careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
Jhandewalan Extension, New Delhi - 110 055.
Cell: +91-98117 45677

Tel: +91-11-4533 3200

E-mail: swati.agrawal@careratings.com

PUNE

Mr.Pratim Banerjee

9th Floor, Pride Kumar Senate,

Plot No. 970, Bhamburda, Senapati Bapat Road,
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