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Rating Rationale

Acuite has upgraded long-term rating from ‘ACUITE BB+ (read as ACUITE double B plus)
to 'ACUITE BBB- (read as ACUITE t riple B minus)' and short term rating from ‘ACUITE
A4+ (read as ACUITE A 4 plus)' to 'ACUITE A3 (read as ACUITE A three)' on Rs.28.0
crore of bank facilities of Arun Vyapar Udyog Private Limited (AVUPL). The outlook is
‘Stable’.

Rationale for upgrade

The upgrade in ratings are on account of improvement in total operating income along with
profitability level resulting in comfortable financial risk profile. The rating also factors in efficient
working capital management coupled with adequate liquidity and established track record
of operations. The group also takes into account established track record of operations with
experienced promoter. The above ratings are, however underpinned by declining operating
profit margin led by intense competition in industry and geographical concentration of
business.

About the Company

Arun Vyapar Udyog Pvt Ltd (AVUPL) incorporated in 1990 is engaged in manufacturing and
trading of Thermo Mechanical Treatment (TMT) bars under the brand name ‘Arun TMT' at its
manufacturing unit in Gummidipoondi (Tamil Nadu). The company is manufacturing TMT bars
in different ranges from 8mm to 32mm dia TMT bars.

Directors of Arun Vyapar Udyog Private Limited are Ramasamy Packiam, Subhash Chandra
Goel Ramgopal Goel, Dhaneshwar Singh, Arun Madan, Umesh Kumar Madan,
Ramachandran Manokaran, the company currently has rolling mill capacity of 1, 20,000 MT
per annum. AVUPL has associate concerns namely Arun Smelters Pvt Ltd (Manufacturing of
MS Billets) and Sri Annapurna Rerolling Private Limited.

Analytical Approach
Acuite has considered standalone financial and business risk profile of Arun Vyapar Udyog
Private Limited.
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Key Rating Drivers

Strengths
Continuous improvement in financial performance during FY20-22 (Prov.)
The financial performance of the company improved during FY22, wherein total operating

income of the company increased by ~29%, from Rs.238.07 crore in FY21 to Rs.309.37 crore in
FY22. In line with increase in operating revenue, operating profit of the company also
remained at similar level with marginal improvement from Rs.6.93 crore in FY21 to Rs.7.85 crore
in FY22 (Prov). The net profit also remained at similar level at Rs.1.06-1.66 crore in FY21-22 with
marginal improvement. The net profit margin improved marginally by 9 bps to 0.54% in FY22
(Prov.).

Acuite believes that financial performance of the company is expected to improve going
ahead, led by increase in demand.

Comfortable financial risk profile

The capital structure of the company continues fo remain at comfortable level with debt-
equity ratio below unity. The tangible net worth of the company increased to Rs.35.63 crore as
on March 31, 2022 (Prov.) as against Rs. 33.97 crore as on March 31, 2021, led by accretion of
profit to reserves. The interest coverage also improved marginally led by decline in operating
profit coupled with decline in interest cost. The net cash accruals to total debt remained
unchanged at 0.13 fimes in FY21-22 (Prov.). The total outstanding liability to tangible net worth
moderated marginally to 1.36 fimes in FY22 (Prov.) to 1.26 times in FY21, led by increase in
trade payables. The debt-EBITDA also moderated to 2.94 times in FY22 (Prov.) vis-G-vis 2.66
times in FY21, led by increase in unsecured loan (unsubordinated portion).

The company is not planning to avail any additional debt. Hence, the financial risk profile is
expected fo improve in medium term led by increase in fangible net worth coupled with
repayment of existing term loan.

Efficient working capital utilisation

The gross current asset days of the company improved to 80 days in FY22 (Prov.) as against 91
days in FY21. The company sells its product through distributor network spread across
Chennai. The company also receives advance payment against sale and remaining amount
is received within 1-2 months. Further, the company also receives credit period of 26-30 days
from its suppliers. The company procures around 25% of raw material majorly from Singapore
and remaining is domestically procured, from Tamil Nadu. The working capital ufilisation for the
past 6 months ending March 2022 remained af ~27%.

Weaknesses

Moderation in EBITDA margin

the EBITDA margin moderated marginally to 2.54 times in FY22 vis-G-vis 2.91 times in FY21. The
same is due to increase in raw material price over the past years and the same is not being
able to be tfransferred to customers due to intense competition.

Geographical concentration
The company derives 100% revenue from Tamil Nadu and has tie-up with 3-4 distributors
through which sale is made.

ESG Factors Relevant for Rating
Not Applicable

Rating Sensitivities

>Significant Improvement in revenue and profitability margins.
>Any elongation of the working capital cycle leading to deterioration in debt protection
meftrics and liquidity profile.
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Material covenants
None

Liquidity Position: Adequate
Adequate

The liquidity profile of the company continues to remain at adequate level led net cash
accruals of Rs.3.04 crore as against debt repayment obligation of Rs.0.26 crore. The company
also maintains cash and bank balance of Rs.0.11 crore as on March 31, 2022 (Prov.). The

current ratio continues to remain above unity at 1.60-1.70 times during FY21-22. The net cash
accruals are expected to remain at Rs.3-4.0 crore as against debt obligation of Rs.0.42 crore
during FY23-24.

Outlook: Stable

Acuité believes that the outlook of the 'AVUPL" will remain 'Stable' over the medium term on
account of its experienced promoter and long track record of operations. The outlook may
be revised to 'Positive’ in case of significant improvement in scale of operations while
maintaining the profitability. Conversely, the outlook may be revised to 'Negative' in case of
any stretch in its working capital management or reduction in operating income of the
company.

Other Factors affecting Rating
None

Key Financials

Particulars Unit FY 22 (Provisional) | FY 21 (Actual)
Operating Income Rs. Cr. 309.37 238.07
PAT Rs. Cr. 1.66 1.06
PAT Margin (%) 0.54 0.44
Total Debt/Tangible Net Worth Times 0.66 0.56
PBDIT/Interest Times 1.78 1.51

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

Any other information
Not Applicable

Applicable Criteria

* Default Recognition - https://www.acuite.in/view-rating-criteria-52.htm

* Enfities In Manufacturing Sector -https://www.acuite.in/view-rating-criteria-59.ntm

* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-
53.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.htm

Rating History

Date Instrurﬂgrrirtlsj szciliiies Term ?Rr:ogrr;’r Rating/Outlook
13 May Letter of Credit ?gr(?rrwf 15.00 ACUITE AﬁgT(ngg%r%?ﬁg*c))nd ssuer
2022 Cash Credit Ifgpr% 13.00 ACUITE BE]-I(-) T(Egyérégé%?ﬁg*?nd Issuer
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79 Feb Letter of Credit ?gfr:r 15.00 [ACUITE A3 (Upgraded from ACUITE A4+)
2021 . Long ACUITE BBB- | Stable (Upgraded from
Cash Credit Term 13.00 ACUITE BB+)

. Short ACUITE A4+ (Downgraded and Issuer
24 Jun|  Leffer of Credit Term| 1900 not co-operating®*)
2020 . Long ACUITE BB+ (Downgraded and Issuer
Cash Credit Term 13.00 not co-operating®)
77 apr|  CoshCredit | 9091 13,00 | ACUITE B88- | Negotive Reaffimed]
2019 Letter of Credit ?2%{ 15.00 ACUITE A3 (Reaffirmed)
. Lon .
29 Jan Cash Credit Terrr? 13.00 ACUITE BBB- | Stable (Assigned)
D18 | efter of Credit | J0o1|  15.00 ACUITE A3 (Assigned)
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Annexure - Details of instruments rated

Lender’s - Date Of | Coupon | Maturity |Quantum .
Name SN [Facilifies Issuance Rate Date | (Rs.Cr.) Ratfing
CICI | Not | Cash | Not | Not | Not | 150 Acsl#gEFeBﬁ' |

Bank Ltd |Applicable| Credit |Applicable|Applicable|Applicable : Upgraded
ICICI Not |Letter of Not Not Not 15.00 ACUITE A3 |

Bank Ltd |Applicable| Credit |Applicable{Applicable|Applicable : Upgraded
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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratfings under BASEL-Il norms in the year 2012. Acuité has
assigned 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 Kanjurmarg, Mumbai.

Disclaimer: An Acuité 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.
Ratings assigned by Acuité 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, in particular, makes no representation or
warranty, expressed or implied 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. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings 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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