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Rating Reaffirmed, Assigned and Withdrawn

Total Bank Facilities Rated* Rs. 46.90 Cr.
(Enhanced from Rs. 39.90 crore)
Long Term Rating ACUITE BBB / Outlook: Negative
(Rating Reaffrmed, Outlook revised from Stable to
Negative)
Short Term Rating ACUITE A3+

* Refer Annexure for details
Rating Rationale

Acuité has reaffirmed long-term rating of 'ACUITE BBB' (read as ACUITE BBB) and short term rating of
'ACUITE A3+' (read as ACUITE A three plus) to the Rs. 31.90 crore bank facilities and assigned the long term
rating of ‘ACUITE BBB’ (read as ACUITE triple B) fo the Rs. 15.00 crore bank facility.

Further, Acuité has withdrawn the long term rating of ‘ACUITE BBB’ (read as ACUITE triple B) to the Rs. 9.60
crore bank facilities of Indian Commerce & Industries Co. Private Limited (ICICPL). The outlook has
changed from ‘Stable’ fo 'Negative'.

The revision in the outlook reflects steady decline in cash accruals and revenues year-over-year. The
cash accruals and revenues declined to Rs.2.24 crore and Rs.134.88 crore in FY2018 from Rs.7.09 crore
and Rs.147.01 crore in FY2016. Sharp decline in accruals are owing to increasing fixed overheads
and declining revenues as reflected by the dip in operating margins (OPM). OPM deteriorated to 6.23
percent in FY2018 against 9.29 percent inFY2016.

The rating continues to reflect extensive industry experience of the promoters, long frack record of
operations, and comfortable financial risk profile. However, these strengths are partially offset by
working capital intensive operations and fluctuating raw material prices.

ICICPL, the flagship company of Beehive Kowtha Group was founded in 1907. Since then, the
Group has grown into one of the largest structural steel construction companies in South India with full-
fledged fabrication shops at Madras, Vijayawada and Hyderabad. The company is engaged in the
business of structural steel building construction (fabrication, erection) and Labour Contractors for
various industrial units. Further, ICICPL is also engaged in manufacturing of steel roof sheets, castings,
steel structures and trading in steel building materials and steel castings. The company has its
manufacturing units for Pre Engineered Buildings (PEB) and metal sheet profiing in Tamil Nadu and
foundry and steel fabrication in Andhra Pradesh. Overall, the company has an installed capacity of
720 Tonnes per annum (TPA) for steel castings, around 19,750 TPA for structural steel and 4500 TPA for
roofingsheefs.

Analytical Approach
Acuité has considered the standalone business and financial risk profiles of the ICICPL to arrive at this
rafing.

Kev Rating Drivers

Strengths

* Long track record of operations and experienced management
ICICPL was established in 1907 by Shri. Kowtha Suryanarayan Row in Vijayawada, Andhra Pradesh.
ICICPL is managed by second and third generation enfrepreneurs who are well qualified and
experienced in Management of Engineering Entferprises. Currently, the company is managed by three
Directors, Mr. K. L. Manohar, Mr. C. Ramesh Kumar and Mr. C. Ravindran who have more than three
decades of experience in manufacturing, fabrication and installation of steel structures. Aided by
the experienced management and quality deliverables, ICICPL ensures steady order flow from the
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long vintfage and reputed clientele including MRF Limited, Brakes India Limited, TVS Motor
Company Limited, Ashok Leyland Limited, among others. ICICPL has an unexecuted order book
position of about Rs.192.00 crore as on November 2018 for execution over 12-18 months which
provides adequate revenue visibility over the medium term. Further, the company has long and
established relationship with reputed steel suppliers such as JSW Steels, SAIL, Tata Steel Limited,
RINL, among others which ensure regular supply of materials. Acuité believes that with diversified
clientele, experienced management and operational frack record, ICICPL will confinue to benefit
over the medium fterm.

¢ Headlthy financial risk profile

Financial risk profile of the company is healthy marked by strong gearing (debt to equity), total
outside liabilities to total net worth (TOL/TNW), and moderate debt protection meftrics. Gearing
stood strong at 0.06 times as on 31 March, 2018 as against 0.11 fimes as on 31 March, 2017. TOL/TNW
stood healthy at 0.26 fimes as on 31 March, 2018 as against 0.38 times as on 31 March, 2017. Strong
capital structure is backed by negligible debt and moderate net worth at about a billion. However,
with the declining profitability and revenues, the debt protection metrics of interest coverage rafio (ICR)
has deteriorated to 1.44 times in FY2018 against 2.55 times in FY2016. Acuité believes that with strong
capital structure, low reliance on debt, the financial risk profile continues to be at similar levels
though partly constrained by moderate interest coverage.

Weaknesses

* Modest working capital intensity with low inventory holding

ICICPL's operations are working capital intensive as reflected in the Gross Current Assets (GCA) of
around 268 days in FY2018. The high GCA days emanates from the company's moderate receivable
cycle and high inventory holding. The receivables are at 88 days, whereas inventory levels are high at
about 136 days in FY2018; and historically high at over 100 days. The inventory purchase is not
backed by orders leading to parily fluctuating margins. However, despite infensive working capital,
the increasing reliance on working capital limits are due to moderate net worth of about a billion;
its working capital limits are utilised at about 55 percent over six months through October 2018.
Acuité believes that ICICPL's operations continue to be at similar levels owing to the industry business
model.

¢ Volatile operating margins and stagnant revenues

The company registered revenue of Rs.134.88 crore in FY2018 as against Rs.134.55 crore in FY2017. Top-
line witnessed marginal dip over the last three fiscals. Further, the dip in the revenues, fluctuating raw
materials and increasing fixed and other overheads lead to declining profitability. The operating
margins (EBIDTA) declined to 8.58 percent in FY2018 from 6.23 percent in FY2017. Acuité believes that
improvement of revenues on the back of unexecuted order book of about Rs.192.0 crore, and
profitability are the key rating sensitivity factors in improving its business and financial risk profile over the
medium term.

* Competitive and fragmented industry

ICICPL is info business of structural steel building consfruction, wherein the sector is marked by the
presence of several mid to large sized players including Kirby Buildings Systems India Pvt Ltd, Tata
Bluescope Steel Ltd, among others, and susceptfibility to inherent cyclicality in the steel and
constfruction sector. This intensifies the competitive scenario in the industry leading to pressure on the
profitability margins.

Outlook: Negative

Acuité believes that the business risk profile of ICICPL will continue to be constrained over the near term
due to stagnant revenues and low profitability. The ratings may be downgraded in case of further
decline in revenues or cash accruals. Conversely, the outlook may be revised tfo 'Stable' in the
event of the company reporting significantly better than expected cash accruals while improving the
revenues.
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Unit FY18 (Actual) FY17 (Actual) FY16 (Actual)
Operating Income Rs. Cr. 134.88 134.55 147.01
EBITDA Rs. Cr. 8.40 11.55 13.66
PAT Rs. Cr. 0.90 2.91 5.60
EBITDA Margin (%) 6.23 8.58 9.29
PAT Margin (%) 0.67 2.16 3.81
ROCE (%) 7.10 10.73 30.83
Total Debt/Tangible Net Worth Times 0.06 0.11 0.07
PBDIT/Interest Times 1.44 2.14 2.55
Total Debt/PBDIT Times 0.72 0.86 0.39
Gross Current Assets (Days) Days 268 270 204
Status of non-cooperation with previous CRA (if applicable)
None
Any other information
None
Applicable Criteria
e Default Recognition - hitps://www.acuite.in/criteria-default.htm
* Manufacturing Enfities - hitps://www.acuite.in/view-rating-criteria-4.ntm
¢ Infrastructure Enfities - https://www.acuite.in/view-rating-criteria-14.htm
* Financial Ratios And Adjustments - https://www.acuite.in/view-rating-criteria-20.htm
Note on complexity levels of the rated instrument
https://www.acuite.in/criteria-complexity-levels.htm
Rating History (Upto last three years)
Date Nan.'\.e. of Instrument / Term Amount (Rs. Cr.) Ratings/Outlook
Facilities
Cash Credit Long Term 4.50 ACUITE BBB/Stable
(Reaffirmed)
Term Loan | Long Term 5.39 ACUITE BBB/Stable
Dec9017 (Reaffirmed)
06-Dec-20 Term Loan I Long Term 420 ACUITE BBB/Stable
(Reaffirmed)
Proposed Long Term | 1\ 1erm 0.80 ACUITE BBB/Stable
Loan :
(Reaffirmed)
Letter of Credit Short Term 10.00 ACUITE A3+
(Reaffirmed)
Bank Guarantee Short Term 15.00 ACUITE A3+
(Reaffirmed)
Cash Credit Long Term 4.50 ACUITE BBB
(Indicative)
Term Loan | Long Term 5.39 ACUITE BBB
02-ALG-20] (Indicative)
-AUg-2017 Term Loan Il Long Term 4.21 ACUITE BBB
(Indicative)
fro'oosed Long Term Long Term 0.80 ACUITE BBB
oan (Indicative)
Letter of Credit Short Term 10.00 ACUITE A3+
(Indicative)

Acuité Ratings & Research Limited (crsiwhile SMERA Ratings Limited)

www.acuite.in

.



Acuite

RATINGS & RESEARCH

Bank Guarantee Short Term 15.00 ACUITE A3+
(Indicative)
Cash Credit Long Term 4.50 ACUITE BBB / Stable
(Assigned)
Term Loan | Long Term 5.39 ACUITE BBB / Stable
28-Apr-2016 (Assigned)
Term Loan |l Long Term 421 ACUITE BBB / Stable
(Assigned)
Letfter of Credit Short Term 10.00 ACUITE A3+
(Assigned)
Bank Guarantee Short Term 15.00 ACUITE A3+
(Assigned)
Proposed Bank Facility Long Term 0.80 ACUITE BBB / Stable
(Assigned)
*Annexure — Details of instruments rated
Name of the Facilities Date of Coupon Maturity Size of the Ratings/Outlook
Issuance Rate Date Issue (Rs.
Cr.)
. Not Not Not ACUITE BBB /
Cash Credit Applicable | Applicable | Applicable | 40 (Reaffimed, Outlook
revised fo Negative)
Letter of credit Not Not Not 10.00 ACUITE A3+
Applicable | Applicable | Applicable (Reaffirmed)
Bank guarantee/ Not Not Not 15.00 ACUITE A3+
Letter of Guarantee Applicable | Applicable | Applicable (Reaffirmed)
Working capital Not Not Not 15.00 ACUITE BBB / Negative
demand loan (WCDL) Applicable | Applicable | Applicable (Assigned)
Proposed Long Term Not Not Not 2.40 ACUITE BBB /
Loan Applicable |Applicable |Applicable (Reaffirmed, Outlook
revised to Negative)
Term Loan | Not Not Not 5.39 ACUITE BBB/ Stable
Applicable | Applicable | Applicable (Withdrawn)
Term Loan |l Not Not Not 421 ACUITE BBB/ Stable
Applicable | Applicable | Applicable (Withdrawn)
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About Acuité Ratings & Research:

Acuité Ratings & Research Limited (Erstwhile SMERA Ratings Limited) is a full-service Credit Rating
Agency registered with the Securities and Exchange Board of India (SEBI). The company received RBI
Accreditation as an External Credit Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-II
norms in the year 2012. Since then, it has assigned more than 6,000 credit ratings to various securities,
debt instruments and bank facilities of entities spread across the country and across a wide cross
section of industries. It has its Registered and Head Office in Mumbai.
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Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not be freated 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. Acuité 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, Acuité, inparticular, makes no representation or warranty, expressed orimplied with respect
to the adequacy, accuracy or completeness of the information relied upon. Acuité 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. Acuité 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.acuite.in) for the latest
information on any instrument rated by Acuité.
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