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* Refer Annexure for details
Rating Rationale

Acuité has assigned long term rating of ' ACUITE BBB+' (read as ACUITE triple B plus) and short term
rating of '‘ACUITE A2’ (read as ACUITE A two) on the Rs. 51.00 crore bank facilities of NR Ispat &
Power Private Limited (NRIPPL). The outlook is “Stable”

Incorporated in 2008, NR Ispat & Power Private Limited is the flagship company of the NR group
having an integrated steel plant in Raigarh (Chhattisgarh) with a plant area of nearly 14 acres.
Currently the unit has 60,000 MT of sponge Iron, 68,000 MT of Billets and 40,000 MT of rolled
products/ TMT bars. In addition the unit has 8 MW of captive power plant for in-house power
consumption.

About the Group: Established in 2008, NR group is promoted by the Chhattisgarh based Agarwal
family led by Mr. Rajesh Agarwal and Mr. Sanjay Agarwal. The group is a fully integrated steel
player that manufactures sponge iron, MS Billets and TMT bars with an installed capacity of
1,05,000 MTPA, 1,88,000 MTPA and 40,000 MTPA respectively. The company also owns an 8-MW
power plant.

Analytical Approach: ACUITE has taken a consolidated view of NR Ispat & Power Private Limited,
NR TMT India Private Limited and Seleno Steels Limited as all the 3 entities are in the same line of
business, common management and operational and financial linkages (NR TMT India India
procures sponge iron from Seleno Steels Limited) and corporate guarantee given by NR Ispat &
Power Private Limited to the bank facilities of Seleno Steels Limited.

Key Rating Drivers

Strengths

Experienced management

The NR group is promoted by Agrawal family of Raigarh (Chattisgarh). The promoters in 2008
forayed into iron and steel manufacturing business with commission of a 100 M.T. sponge iron
plant at Raigarh. Over the years the Agarwal family has further increased their capacity of
sponge iron, billets, rolling mill and in 2014 set up a 8 MW plant.

Integrated Operations

The group is an integrated steel player that manufactures sponge iron, MS Billets and TMT bars with
an installed capacity of 1,05,000 MTPA, 1,88,000 MTPA and 40,000 MTPA respectively. The
company also owns an 8-MW power plant. The group produces sponge iron which is captively
consumed to manufacture billets, which in furn is used to produce TMT bars. In addition the 8-MW
captive power plant fulfils its power requirements. The vertical integration in operations lends
considerable operational efficiency as reflected from the healthy operating margins of over 10
per cent during the period under review (FY 16-FY 18).
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Healthy financial risk profile

The healthy financial risk profile of the group is marked by its healthy net worth, comfortable
gearing and debt protection metrics. The net worth of the group stood at healthy levels of Rs
103.80 crore in FY2018 (prov) as against Rs 68.47 crsin FY 2017. Gearing stood comfortable at 0.59
times in FY 18 (prov) as compare to 1.02 times in FY 17.

The interest coverage ratio and DSCR stood moderate at 4.28 times and 1.81 times in FY 2018
(prov). The NCA /TD stood at 0.39 times in FY 2018 (prov) as compare to 0.12 FY 2017.

Prudent Working Capital Cycle

The group has a prudent working capital cycle marked by the Gross Current Asset (GCA) days of
75 in FY 2018 (prov) as against 99 days in FY 2017. The improvement in GCA days is on lower
inventory of 28 days in FY 18 (prov) as compare to 54 days in FY 17. The debtor days during the
period under review stood between 15-40 days. The lower working capital intensity is further
reflected from the low ufilization of ~ 60 per cent of its working capital facilities.

Weaknesses

Intense competition and inherent cyclicality in the steel indusiry

NR group is exposed to infense competition from large number of organized and unorganized
players along with its exposure to inherent cyclical nature of the steel industry. Also, prices of major
raw material like iron ore, pellet, dolomite, coal efc. which are required for manufacturing of
sponge iron are volatile in nature which would impact the profitability.

Outlook: Stable

ACUITE believes that NR Group will continue to benefit over the medium term from the promoters
long experience in iron and steel industry. The outlook may be revised to ‘Positive’ if NR group
achieves more than envisaged sales and profitability while maintaining its working capital cycle.
Conversely, the outlook may be revised to ‘Negative’ if the group fails o achieve growth in
revenue and financial risk profile further deteriorates owing to higher-than-expected increase in
debt-funded working capital requirement.

About the Rated Entity - Key Financials

Unit FY18 (Prov) FY17 (Actual) FY16 (Actual)
Operating Income Rs. Cr. 346.13 167.20 167.85
EBITDA Rs. Cr. 35.86 17.82 15.95
PAT Rs. Cr. 17.54 415 1.83
EBITDA Margin (%) 10.36 10.66 9.50
PAT Margin (%) 5.07 2.48 1.09
ROCE (%) 18.97 9.57 15.80
Total Debt/Tangible Net Worth|  Times 0.59 1.02 1.30
PBDIT/Interest Times 4.28 2.33 1.76
Total Debt/PBDIT Times 1.69 3.79 5.19
Gross Current Assets (Days) Days 77 99 122

Status of non-cooperation with previous CRA (if applicable)
On 15th May’2018- India Ratfings and Research (Ind-Ra) has migrated N.R. Ispat & Power Pvt.
Ltd.’s (NRIPPL) Long-Term Issuer Rating to the non- cooperating category.

Any other information
None
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Applicable Criteria

Acuite’

» Default Recognition -https://www.acuite.in/criteria-default.htm
» Manufacturing Entities -https://www.acuite.in/criteria-manufacturing.htm
e Financial Ratios And Adjustments - https://www.acuite.in/criteria-fin-rafios.htm
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Note on complexity levels of the rated instrument
https://www.acuite.in/criteria-complexity-levels.ntm

Rating History (Upto last three years)

NA

*Annexure — Details of instruments rated

Name of the Facilities Date of Coupon Maturity Size of the Ratings/Outlook
Issuance Rate Date Issue
(Rs. Crore)
Not Not Not ACUITE
Cash Credit Applicable Applicable | Applicable 26.90 BBB+/Stable
(Assigned)
Not Not Not ACUITE
Term Loans Applicable Applicable | Applicable 21.60 BBB+/Stable
(Assigned)
Not Not Not ACUITE A2
Letter of Credit Applicable Applicable | Applicable 2.50 (Assigned)
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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, in
particular, 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 consequentialloss 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 latestinformation on any instrument rated by Acuité.
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