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* Refer Annexure for details
Rating Rationale

Acuité has reaffirmed the long-term rating of ‘ACUITE BBB-’ (read as ACUITE triple B minus) and bank facilities
of Rs.40.00 crore of NRVS Steels Limited . The outlook is ‘Stable’. On April 2019, Seleno Steels Limited had
changed its name to NRVS Steels Limited.

Seleno Steels Limited had changed its name of NRVS Steel Limited. Company was acquired by NR group
in FY18.In FY19, company had enhanced its installed capacity to 135000 per annum from 45000 MT per
annum.

NR TMT India Pvt Ltd is part of NR group which has billet unit with a capacity of 115200 MT per annum. In
FY19, company had added a rolling mill with installed capacity of 110000 MT per annum.

NR Ispat & power Private Limited was incorporated in 2008 and engaged info manufacturing of Sponge
iron, billet and TMT. Company has installed capacity of 60,000 MT per annum for sponge iron, 68000 MT
per annum for Ms Billet. Company has rented its rolling mills of 40,000 MT per annum from its associate
concern.

Analytical Approach:

ACUITE has taken a consolidated view of NR Ispat & Power Private Limited, NR TMT India Private Limited
and NVRS Steels Limited (Formerly 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 NRVS Steels Limited) and NR Ispat & Power Private Limited holds around 42 percent of
shares in NVRS Steels Limited. The group herein is referred to as NR Group.

Key Rating Drivers:
Strengths

Experienced management.

The NR group is promoted by Agrawal family of Raigarh (Chafttisgarh).Group is managed by Mr. Sanjay
Agarwal who has two decades of experience in steel business. Group has integrated operation as group
produces both infermediate and long products. In order to further integrate its operations, management
has undertaken capex plan to enhance capacity of sponge iron and billet along with setting up of 15
Megawaftt of captive power plant.

Healthy financial risk profile

The financial risk profile of the group is marked by healthy net worth, comfortable gearing and strong debt
protection meftrics. The net worth of the group stands at Rs.127.37 crore in FY2019 as compared to Rs.96.42
crore in FY2018. This improvement in Net worth is mainly due to retention of current year profit along with
infusion of Rs.4.86 crores quasi equity. In NRVS steel, there was an addition of unsecured loan which is
subordinate fo company’s external debt which has been treated as quasi equity by Acuité. The gearing of
the group stands at 0.89 times as on March 31, 2019 when compared to 0.63 fimes as on March 31, 2018. The
total debt of Rs.104.13 crore in FY2019 consists of short-term loan of Rs.46.27 crore, unsecured loan from
promoters of Rs.8.73 crore and long-term debt of Rs.53.26 crore. Interest coverage ratio (ICR) is strong and
stands at 4.87 times in FY2019 as against 4.20 times in FY 2018. The debt service coverage ratio (DSCR) also
stands comfortable at 1.72 times in FY2019 as against of 1.79 times in FY2018. The net cash accruals against
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total debt (NCA/TD) stand at 0.37 times in FY2019 as compared to 0.38 times in previous year. Acuité believes
the financial risk profile of the group will remain healthy over the medium term backed by steady accruals
and moderate debt funded capex plans.

Healthy improvement in the scale of operation

The scale of operation of the group stood healthy at Rs. 667.03 crore in FY2019 as compared to Rs.341.57
crore in the previous year. This improvement was driven by rise in capacity utilization and increased
average redlization of TMT bars and billet. The group has increased production capacity of billet and
sponge iron units through combined debt funded capex of Rs.65.85 crores in FY19. Acuite believes scale
of operation is likely to improve over the medium term because of stabilization in operation of newly
installed sponge iron and billet unit

Prudent working capital cycle
Group has comfortable working capital cycle of 26 days in FY19 because of decline in inventory days.

Weaknesses

Ongoing debt funded capex plan

Management has undertaken fresh debt funded capex plan of around Rs.é4 crore, which is expected
to be complete by Q4FY20. Group has already availed additional external debt of Rs.25 crore, which will
lead to increase in overall debt size and financial cost in FY20. ACUITE expects interest coverage and
gearing ratio will withessed marginal deterioration during coming years.

Inherent cyclicadlity in the steel industry

NR Group is exposed to inherent risks of steel industry, which includes cyclical nature along with high
competitive market due to presence of large number of players. In additional, prices of raw materials
and products are highly volafile in nature.

Rating Sensitivity
e Sustenance of revenue growth while maintaining profitability
e Working capital management

Material Covenant
None

Liquidity Position: Adequate

The NR group has adequate liquidity reflected from low utilization of working capital limits ranging from
40 percent to 70 percent during last 6 months ended October 2019. In addition, group has healthy net
cash accrual of Rs. 38.93 crores during FY19 as against current maturity of 8.73 crores. Current ratio stood
at 1.12x during FY19. The group has maintained positive cash flow from operation during FY19. Acuite
believes the liquidity position of the group will improve backed by steady cash flow and accrual over
the medium term.

Outlook: Stable

Acuite believes that NR group will benefit over the medium term from the promoters vast experience in the
steel industry. The outlook may be revised to ‘Positive’ if NR group successfully completes their ongoing
capex on fime resulting in improved topline and accruals. Conversely, the outlook may be revised to
‘Negative' if the company fails to achieve stabilization in operation of new units or if its financial risk profile
deteriorates.

About the Rated Entity - Consolidated

Unit FY19 (Actual) FY18 (Actual)
Operating Income Rs. Cr. 667.03 341.57
PAT Rs. Cr. 19.04 8.86
Acuité Ratings & Research Limited (crsiwhile SMERA Ratings Limited) www.acuite.in




Acuite’

RATINGS & RESEARCH

PAT Margin (%) 2.85 2.59
Total Debt/Tangible Net Worth Times 0.82 0.63
PBDIT/Interest Times 4.87 4.20

About the Rated Entity - Standalone

Unit FY19 (Actual) FY18 (Actual)
Operating Income Rs. Cr. 170.98 39.78
PAT Rs. Cr. 5.42 0.52
PAT Margin (%) 3.17 1.29
Total Debt/Tangible Net Worth Times 0.63 0.01
PBDIT/Interest Times 3.90 3.79
Status of non-cooperation with previous CRA (if applicable)

None

Any other information
None

Applicable Criteria
* Default Recognition -https://www.acuite.in/view-rating-criteria-17.htm

* Manufacturing Entities - https://www.acuite.in/view-rating-criteria-4.htm
¢ Financial Ratios And Adjustments - hitps://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 Name :; ;Histtireusment/ Term Amount (Rs. Cr.) Ratings / Outlook
. ACUITE BBB- Issuer
26-September - Cash Credit Long Term 15.00 not co-operating®
2019 Term loan Long Term 25.00 ACUITE BBB- |s§ue£
not co-operating
Cash Credit Long Term 15.00 ACU;LESSSE]‘G/ZT)Ob'e
10- July-2018 o oo 2500 ACUITE BBB-/Stable
erm loan ong Term . (Assigned)
*Annexure - Details of instruments rated
Name of the Facilities Date of Coupon Rate |Maturity Date Size of the Ratings/Outlook
Issuance Issue
. Not Not Not ACUITE BSB—/STobIe
Cash Credit Applicable | Applicable | Applicable 1500 (Reaffirmed)
Not Not Not ACUITE BBB-/Stable
Term loan Applicable | Applicable | Applicable 373 (Reaffimed)
Proposed Cash Not Not Not | 07 ACUITE BBB-/Stable
credit Applicable | Applicable | Applicable ' (Reaffimed)
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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-Il 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.

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. 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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