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Long term Bank 50.29 (Doﬁble B PIZs-sz)a:tli)ok' Revised from CARE BB; Stable
Facilities (reduced from 74.76) Stable’) ) (Double B; Outlook; Stable)
50.29

Total Facilities (Rs. Fifty-Two crore and

Twenty-Nine lakhs only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The revision in the ratings of India Flysafe Aviation Limited (IFSAL) factors in the improvement in its financial risk profile
during FY20 (refers to the period April 01 to March 31) characterized by growth in revenue, profitability and debt coverage
indicators. The ratings continue to derive strength from the presence of charter agreements with Jindal Steel and Power
Limited (JSPL) and other Jindal group companies including JSW Steel Limited (JSW) and JSW Energy Limited (JEL) guaranteeing
minimum flying hours and revenue per hour thus providing revenue visibility over the medium-term. The ratings also
continue to factor in the strong industrial experience of the promoter group. The ratings, however, continue to remain
constrained by the high debt levels leading to leveraged capital structure and exposure towards group companies. The
ratings also continue to remain constrained by the revenue concentration risk with majority of the revenue being derived
from group companies and exposure to volatility in Aviation Turbine Fuel (ATF) prices.

Rating Sensitivities
Positive Factors
e Significant reduction in debt levels resulting in improvement in capital structure with overall gearing below 1.50x on
a sustained basis
Negative Factors
e Any higher than envisaged exposure towards group companies.
e Anydelay in realization of dues from the off-takers taking average debtors above 75 days.
e Delay in renewal or non- renewal of charter agreements with group companies.

Detailed description of the key rating drivers

Key Rating Weaknesses

Leveraged capital structure

The capital structure of the company continues to be leveraged on account of high debt levels and low net worth over the
past years. IFSAL reported improvement in networth with a positive net worth during the fiscal FY20 (Prov) of Rs. 2.05 crore
as on March 31, 2020 (Prov), however the same remained low. The debt levels of the company remained high with majority
of the debt being extended as ICDs from group companies. Although, the debt levels reduced to Rs. 247.77 crore as on March
31, 2020 (Prov) from Rs. 289.08 crore as on March 31, 2019, the same continued to remain on higher side.

Exposure towards group companies

IFSAL has exposure towards group companies in the form of loans and advances which increased to Rs. 24.19 as on March
31, 2020 (Prov) from Rs. 12.15 crore as on March 31, 2019. Given the exposure towards group companies is high as
compared to networth of the company, timely realization of the same would remain important from the risk profile of IFSAL
going forward. Also, any further increase in exposure towards group companies shall also remain a key monitorable.

Exposure to fluctuation in ATF prices

A substantial part of an aircraft operator’s operating cost comprises of ATF cost. The prices of same are fluctuating in nature
as the same are dependent on the crude oil prices and exchange rate movement. However, for flying with other than group
companies the charter agreements incorporates the pass on of prices of ATF fuel thereby mitigating the risk to some extent.

Revenue concentration risk with majority of revenue being derived from group companies
IFSAL has a high customer concentration risk with major sales derived from group companies contributing around 83% of the
total sales in fiscal FY20 (Prov). Higher reliance on few off-takers which includes the group companies exposes the company

1Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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to counterparty credit risk. The debtor levels of the company have increased from Rs. 7.92 crore as on March 31, 2019 to Rs.
42.37 crore as on March 31, 2020 with majority of the receivables from JSPL. Further accumulation of receivables from group
companies may put pressure on the cash flow of IFSAL and shall remain a key monitorable.

Key Rating Strengths

Improvement in financial risk profile during FY20 (Prov)

IFSAL has reported improvement in the financial risk profile characterized by growth in income, profitability and debt
coverage metrics during FY20 (Prov). The PBILDT margins have improved from 51.78% in FY19 to 62.79% in FY20 (Prov). This
was largely on account of improved total operating income coupled with reduced expenses during the year. The company
reported growth of ~18% during FY20 (Prov) owing to increase in revenue from group companies due to fixed hourly
contracts. Healthy profitability and cash accruals had resulted in improved coverage indicators with interest coverage and
total debt to gross cash accruals of 3.99x and 2.86x respectively as on March 31, 2020 (Prov) from 2.42x and 6.70x
respectively as on March 31, 2019. Further, during 5MFY21 (refer to the period April 01 to August 31) the company has
reported total operating income of ~Rs.45 crore.

Charter agreements with group companies guaranteeing minimum revenue

IFSAL has entered into Charter Flight Service Agreements (CFSAs) with JSPL, JEL and JSW, wherein, IFSAL would be entitled to
receive a pre-decided amount per flying hour for predetermined number of hours of service during a month irrespective of
whether the aircraft has been used or not. The agreements are also regularly revised to incorporate increased operational
costs.

Strong industrial experience of the promoter group

IFSAL is a part of Naveen lJindal Group having significant industrial experience and considerable track record in various
businesses including steel and power business for more than three decades. IFSAL is promoted by Gagan Infra Energy Limited
and Opelina Finance & Investments Ltd which are investment companies of Naveen lJindal group. JSPL is the flagship
company of the group and is engaged in manufacturing of sponge iron, steel products, pig iron, ferro chrome and power and
is one of the leading Integrated Steel Producers (ISP) in the industry.

Liquidity: Adequate

The liquidity profile of the company is adequate with sufficient generations of gross cash accruals and timely payments from
the off-takers. The company is expected to generate cash accruals of ~Rs. 60 crore as against repayments obligations is ~Rs.
35 crore for FY21. The company has free cash and bank balance of Rs. 10.33 crore as on June 30, 2020. To tide over the
uncertainty attached to the COVID-19 outbreak, the company has approached lenders for approval of moratorium for part of
its debt obligations, which is in line with the COVID-19 Regulatory Package announced by the Reserve Bank of India on March
27,2020 and May 23, 2020 and the same had been approved by the lenders.

Analytical approach: Standalone

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings

CARE’s Policy on Default Recognition

Financial ratios — Non-Financial Sector

Rating Methodology - Service Sector Companies

Rating Methodology- Factoring Linkages in Ratings
Rating Methodology-Liquidity in Non-financial companies

About the Company

IFSAL was originally incorporated as Shree Venkatesh Packaging Ltd on December 4, 1997. The name of the company was
first changed to Shree Venkatesh Aviation Services Ltd on March 5, 2004 and later to India Flysafe Aviation Ltd on August 13,
2004. The major shareholders of the company include Opelina Finance and Investments Ltd and Gagan Infra Energy Ltd with
49.99% stakes each in IFSAL. Both the companies are part of Naveen Jindal group. IFSAL is engaged in air charter services for
long and short distance as per the requirement. The company operates as a non-scheduled air transport operator and owns 6
aircrafts as on June 30, 2019.

The clientele of the company primarily includes its promoter group company viz. JSPL and other O P Jindal group company
like JSW and JEL, with whom it has entered into a chartering agreement. Furthermore, the company also provides charter
services to other corporate houses and political parties based upon the requirements and availability.
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Brief Financials (Rs. crore) FY19 (A) FY20 (Prov.)
Total operating income 152.75 180.31
PBILDT 79.09 113.22
PAT 22.38 94.13
Overall gearing (times) -3.15 99.01
Interest coverage (times) 2.42 3.99
A: Audited;
Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2
Annexure-1: Details of Instruments/Facilities
Name of the Date of Coupon Maturity |[Size of the Issue| Rating assigned along with
Instrument Issuance Rate Date (Rs. crore) Rating Outlook
Fund-based - LT-Term Loan - - March 2022 50.29 CARE BB+; Stable
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No. Instrument/Bank Type Amount Rating Date(s) & Date(s) & Date(s) & Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in | assigned in | assigned in | assigned in
2020-2021 | 2019-2020 | 2018-2019 | 2017-2018
1. [Fund-based - LT-Term LT 50.29 CARE - 1)CARE BB; [1)CARE BB; |1)CARE BB;
Loan BB+; Stable Stable Stable
Stable (02-Aug-19) |((03-Jul-18)  |(20-Jul-17)

Annexure 3: Complexity level of various instruments rated for this company

Sr. No. Name of the Instrument

Complexity Level

1. Fund-based - LT-Term Loan

Simple

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.
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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 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.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. 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. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, 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. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’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.

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