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Rating Rationale

Acuité has reaffrmed the long-term rafing of 'ACUITE BBB-' (read as ACUITE t riple B
minus) and the short-term rafing of '"ACUITE A3' (read as ACUITE A three) on the Rs.34.00
Cr bank facilities of Champion Rolling Mill Private Limited (CRMPL). The outlook is 'Stable'.

Rationale for reaffirmation of ratings

The rating continues to drive comfort from the extensive experience of the promoters in the
line of business, established relationships with its customer and supplier base, moderate
financial risk profile along with adequate liquidity position, and expected improvement in
operating income in FY2022 as against FY2021. The rating nonetheless remains constrained on
account of lack of stability in its profitability indicators and the subsequent impact of which
on its coverage indicators during the FY2019-21 period, and susceptibility of the performance
of the company on the steel prices and intensive working capital requirements.

About the Company

Incorporated in the year 2004, CRMPL is a Maharashira-based entity promoted by Mr.Mohd.
Yunus Khan, Mr. Mohd. Shafique Khan and Mr. Mohd. Kalim Khan. The company is engaged in
the manufacturing and marketing of MS Angles, MS Beams, MS Channels, MS T-Angles, MS
Scraps, and sludge in the domestic market with a manufacturing facility is located at Wada,
Maharashtra with an installed capacity of 90,000 MTPA.

Analytical Approach
Acuité has considered the standalone view of the business and financial risk profile of CRMPL
to arrive at the rating.

Key Rating Drivers

Strengths
Established t rack record of operations supported by the expected improvement in
operating performance in FY2022

Acuité Ratings & Research Limited www.acuite.in

o .
~ {5 79
i



CRMPL was established in the early 1970s as Champion Entferprises, a partnership firm by the
family of the promoters. The initial business consisted of frading of Iron Billets. Later in the year
2004, the constitution of the firm was changed to a private limited company and started
commercial production of MS Angles, Channels, T-Angles, and Beams in the year 2008. The
promoters of the company have more than four decades of experience in the steel industry.
The extensive experience of the promoters has helped the company to maintain a healthy

relationship with its customers and suppliers. The company has its customers predominantly in
Maharashtra.

Further, CRMPL has been able to improve its performance in YID-FY2022 marked by operating
income of Rs.233.78 Cr. in FY2022 (YTD-February 2022) on the back of increasing steel prices
and volume sales as informed by the management. Volume sales of CRMPL stood at 55000
tonnes till February 2022 and are expected to reach up to 60000 tonnes in FY2022 as against
volume sales of ~40000 tonnes in FY2021.

Acuité believes that the company will benefit from the extensive experience of the promoters
along with a healthy relationship with its customer and suppliers.

Moderate financial risk profile

CRMPL's financial risk profile is moderate marked by improving net worth, stable gearing, and
moderating coverage Indicators. The net worth stood at Rs.26.16 Cr. as on March 31, 2021 as
against Rs.24.25 Cr. as on March 31, 2020 on the back of accretion of profits to reserves. The
gearing continues to remain stable at 1.15 times as on March 31, 2021 as against 1.18 times as
on March 31, 2020, while the Total outside liabilities to tangible net worth (TOL/TNW) levels
stand af 2.20 times as on March 31, 2021 as against 2.47 times as on March 31, 2020. Further,
the company generated net cash accruals of Rs.3.38 Cr. in FY2021. The decline in the net
profitability level, coupled with stable debt levels, has led to moderate debt profection
measures. The DSCR stood atf 1.94 times in FY2021 as against 2.10 times in FY2020, while the ICR
stood at 2.15 fimes in FY2021 as against 2.34 times in FY2020.

Acuité believes the financial risk profile of the company is expected to remain moderate
backed by moderate cash accruals and no major debt-funded capex in the near to medium
term.

Weaknesses

Declining revenue trend and profitability till FY2021

The revenue of CRMPL has witnessed consistent deterioration on a Y-O-Y basis since FY2019
marked by operating income of Rs.175.03 Cr. in FY2021 as against Rs.190.89 Cr. in FY2020 and
Rs.206.70 Cr. in FY2019. This is majorly due to the impact of covid-19 wherein the volume sales
have been impacted. Profitability indicators have withessed an uneven trend marked by
EBITDA margins of 4.10 percent in FY2021 as against 3.67 percent in FY2020 and 3.75 percent in
FY2019, while the PAT margins have witnessed marginal improvements 1.09 percent in FY2021
as against 1.06 percent in FY2020 and 1.00 percent in FY2019. The margins of the company are
susceptible to volatility in raw material prices, which have been uneven during the period
under study. Significant changes in raw material prices due to import pressure and oversupply
would have animpact on the margins of the company.

Acuité believes that the company's ability to register significant growth in its revenues while
improving ifs profitability would be key rating sensitivity.

Intensive Working capital requirement

CRMPL's working capital remains intensive marked by Gross Current Asset (GCA) days to 137
days in FY2021 as against 120 days in FY2020 and 109 days in FY2019. Inventory holding period
stood stable at 102 days in FY2021 as against 101 days in FY2020, while its debtors' collection
period marginally elongated to 24 days in FY2021 as against 17 days in FY2020 due to the
impact of Covid-19 during the Q4 period. Further, creditors’ payment period was reduced to
53 days in FY2021 as against 59 days in FY2020. An increase in GCA is affributed to a
significant increase in cash and bank balances of Rs.3.07 Cr. in FY2021 as against Rs.0.07 Cr. in
FY2020. Higher inventory is because the company manufactures 32 different setfs of products
for which it needs to maintain a higher inventory of finished products so as to cater the spot
orders as well as the bulk orders. The average bank limit utilization stood at ~88 percent for
the 6-month period ended February 2022.
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Acuité expects the working capital management to remain intensive over the medium term
on account of the high inventory level maintained, which is inherent in the aforementioned
industry.

Rating Sensitivities

« Significant improvement in scale of operations, while maintaining its profitability margins.
¢ Deterioration in the working capital cycle leading to stress on the debt coverage

indicators or the liquidity position of the entity.

Material covenants
None

Liquidity Position: Adequate

The company has an adequate liquidity position marked by adequate net cash accruals to
its maturing debt obligations. The company generated cash accruals of Rs.3.38 Cr. in FY2021
while its maturing debt obligations stood minimal. The cash accrual of the company is
expected to be Rs.6.00 Cr. to Rs.8.00 Cr. during 2022-24 as against repayment obligations of
~Rs.1.20 Cr. annually during the same period. The company's working capital requirements are
moderately infensive marked by the gross current asset (GCA) days of 137 days in FY2021 as
against 120 days in FY2020. The average bank limit utilization stood high at ~88 percent for the
6-month period ended February, 2022. The company maintains unencumbered cash and
bank balances of Rs.3.07 Cr. as on March 31, 2021. The current ratio of the company has
improved to 1.55 times as on March 31, 2021.

Acuité believes that the liquidity of the company is likely to remain adequate over the
medium term on account of adequate cash accruals to its maturing debt obligation.

Outlook: Stable

Acuité believes that CRMPL will maintain a stable outlook over the medium term backed by
its experienced management and established frack record of operation in the
aforementioned industry. The outlook may be revised to 'Positive' if the company
demonstrates substantial and sustained growth in its revenues and operating margins from
the current levels along with efficient working capital management. Conversely, the outlook
may be revised to 'Negative', if the company faces stretched Working capital cycle or a fall
inrevenue, or a deterioration in the financial risk profile.

Key Financials

Particulars Unit FY 21 (Actual) FY 20 (Actual)
Operating Income Rs. Cr. 175.03 190.89
PAT Rs. Cr. 1.91 2.02
PAT Margin (%) 1.09 1.06
Total Debt/Tangible Net Worth Times 1.15 1.18
PBDIT/Interest Times 2.15 2.34

Status of non-cooperation with previous CRA (if applicable)

Not Applicable

Any other information
None

Applicable Criteria

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

* Entities In Manufacturing Sector -https://www.acuite.in/view-rating-criteria-59.htm
* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-

53.htm
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Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.htm
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Annexure - Details of instruments rated
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About Acuité Ratings & Research

Acuité Ratings & Research 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 8,850 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 Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entityand 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 or implied with respect tothe 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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