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Total Bank Facilities Rated* Rs.727.92 Cr
Long & Short Term Rating SMERA D (Reaffirmed)

*Refer Annexure for details

Rating Rationale

SMERA has reaffirmed the rating of ‘SMERA D’ (read as SMERA D) on the Rs.727.92 crore bank
facilities of SKS Ispat and Power Limited (SKS).

SKS, incorporated in 2000, is a Mumbai-based company promoted by Mr Gupta and family. The
company is engaged in the manufacturing and trading of beams, angles, channels, TMT bars and wire
rods. The installed capacity stands at 352,000 tonnes per annum (TPA) for rolled products, and
160,000 TPA for TMT bars and wire rods. SKS also has a captive power plant with generation capacity
of 85 megawatts.

List of key rating drivers and their detailed description
Strengths

Experienced management: The promoters, Mr. Anil Gupta and Mr. Deepak Gupta have experience
of around two decades in the iron and steel industry.

Weaknesses

Delay in debt servicing: The rating reflects on-going irregularities in the last three months in the
repayment of principal and interest on the term loan on account of stretched liquidity position.

Weak financial risk profile: The company has restructured its debt under the Corporate Debt
Restructuring (CDR) mechanism wherein a part of the debt was converted to compulsory
cumulative convertible preference share of Rs.258.13 crore as on 31 March, 2016. This resulted in
an increase in networth to Rs.425.34 crore as on 31 March, 2016 compared to Rs.266.48 crore as
on 31 March, 2015. As on 31 March, 2017 (Provisional) the networth stood at Rs.394.74 crore. The
gearing stood at 1.39 times as on 31 March, 2017 (Provisional). The total debt of Rs.547.98 crore
includes term loans of Rs.346.15 crore, CPLTD of Rs.65.06 crore and short term borrowings of
Rs.136.78 crore.

The company has negative net cash accruals of Rs.27.20 crore and interest coverage of 0.60 times
in FY2017 (Provisional).

Exposure to cyclicality in the industry and susceptibility of profitability to volatility in raw
material prices: The company is exposed to the inherent cyclicality in the iron and steel industry
due to its dependence on the infrastructure sector which is correlated to economic cycles. Further,
the presence in a highly fragmented and competitive industry limits pricing flexibility.
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The company’s profitability is susceptible to volatility in the prices of major raw materials - iron

ore and coal.

Analytical approach: SMERA has considered the standalone financial and business risk profiles of
the company to arrive at the ratings.

Applicable Criteria

e Manufacturing Entities - https://www.smera.in/criteria-manfacturing.htm
e Application of Financial Ratios & Adjustments - https://www.smera.in/criteria-fin-
ratios.htm

e Default Recognition - https://www.smera.in/criteria-defaulthtm

About the Rated Entity

For FY2016-17 (Provisional), SKS reported net loss of Rs.71.29 crore on operating income of
Rs.716.67 crore, compared to net loss of Rs.137.95 crore on operating income of Rs.674.91 crore in

FY2015-16.

Status of non-cooperation with previous CRA (if applicable): Not Applicable

Any other information: Not Applicable

Rating History for the last three years:

FY2018 FY2017 FY2016
Name of
Instrument Amount | L with
/Facilities Scale (Rs. g Date Rating Date Rating
Outlook
Crore)
SMERA D SMERA D SMERA C
Term Loan - I LT 152.27 (Reaffirmed) 25/Jul/2016 (Downgraded) 15/Apr/2015 (Assigned)
SMERA D
] SMERA D 25/Jul/2016 SMERA C
Term Loan -II LT 14.08 (Reaffirmed) (Downgraded) | 15/Apr/2015 (Assigned)
SMERA D
) SMERA D 25/Jul/2016 SMERA C
Term Loan -IIl | LT 936 | (Reaffirmed) (Downgraded) | 15/Apr/2015 |\ o o)
SMERA D
i SMERAD | 25/Jul/2016 SMERA C
TermLoan-lll | LT | 1741 | poieer oo (Downgraded) | 15/Apr/2015 | )i o)
SMERA D
) SMERAD | 25/Jul/2016 SMERA C
Term Loan-1V | LT 9.25 (Reaffirmed) (Downgraded) | 15/Apr/2015 (Assigned)
SMERA D
i SMERAD | 25/Jul/2016 SMERA C
Term Loan-V | LT 5.89 (Reaffirmed) (Downgraded) | 15/Apr/2015 (Assigned)
SMERA D
) SMERA D 25/Jul/2016 SMERA C
Term Loan-VI | LT 14.97 (Reaffirmed) (Downgraded) | 15/Apr/2015 (Assigned)
SMERA D
Term Loan - SMERAD 25/Jul/2016 SMERA C
VIl LT 1498 1 (Reaffirmed) (Downgraded) | 15/APr/2015 1 (4 qgioned)
SMERA D
Term Loan - SMERAD 25/Jul/2016 SMERA C
VIII LT 17.49 (Reaffirmed) (Downgraded) | 15/Apr/2015 (Assigned)
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Term Loan-1X | LT 4.78 Ufel:[f]iili‘:‘; eD d) 25/ ul/z016 (stl\\//[:;gid) 15/Apr/2015 (il\:s}?gig)
TermLoan-X | LT | 11.72 (Rsel\:f]iili‘:‘;e]) g | e (Dfxfgﬁid) 15/Apr/2015 (il\:s}?gig)
TermLoan-XI | LT | 49.83 (;el\:f]iili‘:‘;l D g | e (Dfxf;ﬁd) 15/Apr/2015 (f\“s“s}fgfeﬁ)
CashCredit | LT | 20845 | o0 | 25/0/2016 (sz:,c;i(id) 15/Apr/2015 | )
Letterof Credit | ST | 159.83 | il P | 25/u/2016 (szfg‘g(id) 15/Apr/2015 | it
. Bank ST 23.00 SMERA D 25/Jul/2016 (SAI\S/ISE:Ar;eg) ) 3
uarantee (Reaffirmed)
| | e | gen
Term loans outstanding as on 30/Jun/2017
*Annexure - Details of instruments rated:
Name of the Date of Cou . Size of the Ratings/
Facilities Issuance ponRate | Maturity Date Issue Outlook
(Rs. Crore)
Term Loan -1 NA NA NA 152.27 [Rsel\:g'ifiﬁle])d)
Term Loan -II NA NA NA 14.08 [Rsel\:f]iiliﬁle])d)
Term Loan -III NA NA NA 9.36 [Rsel\:f]iiliﬁle])d)
Term Loan -III NA NA NA 17.41 (Rsel\:fEf:iPiﬁ]eDd)
Term Loan - [V NA NA NA 9.25 (Rsel\:fEf:iPiﬁ]eDd)
Term Loan - V NA NA NA 5.89 (Rsel\:g‘ﬁe])d)
Term Loan - VI NA NA NA 14.97 [Rsel\:f]iiliﬁle])d)
Term Loan - VII NA NA NA 14.98 (Rsel\a/l[f]iiliﬁle])d)
Term Loan - VIII NA NA NA 17.49 (RSel\:fEf:iliﬁleDd)
Term Loan - IX NA NA NA 4.78 (RSeI\:fEf:iliﬁ]eDd)
Term Loan - X NA NA NA 11.72 (lfel\:f]iiige])d)
Term Loan - XI NA NA NA 49.83 (lfel\:f]iiige])d)
Cash Credit NA NA NA 208.45 (lfel\:fEf:iligeDd)
Letter of Credit NA NA NA 159.83 (Rsel\:f]iil?ﬁ]e])d)
Bank Guarantee NA NA NA 23.00 (Rsel\;[f]iil?ﬁle])d)
e | | W | e | g
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Term loans outstanding as on 30/Jun/2017

Note on complexity levels of the rated instrument: https://www.smera.in/criteria-
complexity-levels.htm
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ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, Dun & Bradstreet Information Services India Private
Limited (D&B) and leading public and private sector banks in India. SMERA is registered with SEBI as a
Credit Rating Agency and accredited by Reserve Bank of India. For more details, please visit www.smera.in.

Disclaimer: A SMERA rating does not constitute an audit of the rated entity and should not be treated as a recommendation
or opinion that is intended to substitute for a financial adviser's or investor's independent assessment of whether to buy, sell
or hold any security. SMERA ratings are based on the data and information provided by the issuer and obtained from other
reliable sources. Although reasonable care has been taken to ensure that the data and information is true, SMERA, in
particular, makes no representation or warranty, expressed or implied with respect to the adequacy, accuracy or
completeness of the information relied upon. SMERA is not responsible for any errors or omissions and especially states that
it has no financial liability whatsoever for any direct, indirect or consequential loss of any kind arising from the use of its
ratings. SMERA ratings are subject to a process of surveillance which may lead to a revision in ratings as and when the
circumstances so warrant. Please visit our website (www.smera.in) for the latest information on any instrument rated by
SMERA.



