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Rating Rationale

SMERA has assigned long-term rating of ‘SMERA BB’ (read as SMERA BB ) and short term rating of
'SMERA A4+' (read as SMERA A four plus) on the Rs. 30.52 crore bank facilities of Kathuria Rollmill
Private Limited. The outlook is 'Stable'.

KRPL was incorporated in 1999 by Mr. Naresh Kathuria, Mr. Umesh Kathuria and Mrs. Chanchal
Kathuria. The company is engaged in the manufacturing of rolling mill machinery and execution of
turnkey projects for the setting up of rolling mills. The manufacturing facility is located at Greater
Noida, Uttar Pradesh.

Key Rating Drivers

Strengths

« Experienced management and longstanding relationship with reputed clients

KRPL was promoted by Mr. Naresh Kathuria, Mr. Umesh Kathuria, Mrs. Chanchal Kathuria and others.
The promoters are second generation entrepreneurs with over three decades of experience in the
rolling mill and capital goods industry. SMERA believes that KRPL will benefit substantially from its
experienced management and longstanding relationship with reputed clients across the world. The
company has its footprint in Bangladesh, Middle East, Pakistan, Nepal and several other countries. In
FY2016, the company reported 47 per cent of its total operating income from exports and execution
of projects outside India.

» Conservative capital structure

KRPL's credit risk profile benefits significantly from its low gearing which stood at 1.21 times as on
31 March, 2016 as compared to 0.73 times as on 31 March, 2015. The marginal increase in gearing is
attributable to the rise in short term debt of the company from Rs. 7.86 cr as on 31 March, 2015 to Rs.
15.63 cr primarily on account of increase in its gross current assets by Rs. 11.07 cr in FY2016. The
prudent gearing of the company coupled with its comfortable profitability margins resulted in
healthy debt protection metrics. KRPL reported interest coverage ratio of 2.24 times in FY2016
against 2.13 times in FY2015 while its debt service coverage ratio (DSCR) also remained comfortable
at 1.59 times in FY2016 (1.61 times in FY2015). Though SMERA expects some moderation in the
DSCR in FY2017 on account of increased debt servicing obligations, the debt protection metrics are
expected to remain comfortable over the near to medium term.

Weaknesses

* Modest scale of operations
KRPL primarily manufactures rolling mills used in the iron and steel industry and also undertakes
turnkey projects. The operating cash flows are thus susceptible to the level of capital expenditure
undertaken by the iron and steel industry players in India and overseas. KRPL reported a modest
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operating income of Rs. 39.22 cr in FY2016 as against Rs. 34.28 cr in FY2015 primarily on account of
muted demand arising out of the global slow down in the metals industries. SMERA expects the
operating performance to continue to be susceptible to the offtake of various metal products across
the world. Continued pressure on steel prices arising out of muted demand can result in deferral of
capital expenditure plans by players in the iron and steel industry. Such events are expected to
adversely affect the product offtake for players like KRPL.

* Working capital intensive operations

KRPL undertakes projects on a turnkey basis for clients. The company reported high inventory days
of 245 in FY2016 (222 days in FY2015) on account of the presence of substantial unbilled work-in-
progress. As a result, the Gross Current Asset (GCA) days of the company also remained high at 391
days in FY2016 as against 321 days in FY2015. The stretched working capital also continued to weigh
down on the liquidity position of the company - resulting in a modest bank limit utilisation of ~84
per cent for the six months ended 31 December, 2016. SMERA believes that KRPL's ability to
efficiently manage its working capital cycle shall be instrumental in improving its overall credit risk
profile.

Analytical Approach
SMERA has taken a standalone view of the above entity.

Outlook: Stable

SMERA believes that KRPL will maintain a stable outlook over the medium term on account of its
experienced management, conservative capital structure and long standing relationship with buyers
and suppliers. The outlook shall be revised to 'Positive' in case of higher than expected growth in
operating income while maintaining healthy profitability margins coupled with substantial
improvement in the working capital cycle. The outlook shall be revised to 'Negative' in case of
continued increase in gross current assets or in case of lower than expected revenue growth and/or
deterioration in profitability margins.

About the Rated Entity - Key Financials
KRPL reported profit after tax (PAT) of Rs. 1.00 cr on operating income of Rs. 39.22 cr in FY2015-16
against PAT of Rs. 0.87 cr on operating income of Rs. 34.28 cr in FY2014-15.

Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None

Applicable Criteria

¢ Default Recognition - https://www.smera.in/criteria-default.htm

* Complexity Level Of Financial Instruments - https://www.smera.in/criteria-complexity-levels.htm
¢ Financial Ratios And Adjustments - https://www.smera.in/criteria-fin-ratios.htm

¢ Manufacturing Entities - https://www.smera.in/criteria-manufacturing.htm

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

Rating History (Upto last three years)
Not Applicable

*Annexure - Details of instruments rated

Name of the Facilities | Date of Coupon | Maturity |Size of the Issue | Ratings/Outlook
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ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, D&B and leading public and private sector banks
in India. SMERA is registered with SEBI, accredited by RBI as an External Credit Assessment
Institution (ECAI), under BASEL-II norms for undertaking Bank Loan Ratings. SMERA Bond Ratings is
a division of SMERA Ratings Limited responsible for ratings of bank facilities, and capital
market/money market debt instruments such as Bonds, Debentures, Commercial Papers, Fixed
Deposits, Certificate of Deposits etc.. 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.




