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Rating Rationale
Acuité has reaffrmed and withdrawn the long-term rating of ‘ACUITE A-' (read as ACUITE A
minus) and the short term rating of ‘ACUITE A1’ (read as ACUITE A One) on the Rs.265.00 Cr
bank facilities of Laxcon Steels Limited (LSL). The rating withdrawal is in accordance with
Acuité's policy on withdrawal of ratings. The ratings are being withdrawn on account of
request received from the company and NOC received from the bankers.

About the Company

Incorporated in August 1999, LSL is the flagship company of Delhi-based Gopal group, which is
promoted by Mr. Gopal Gupta and family. The company is engaged in the manufacturing of
high quality stainless steel grades like Austenitic, Martensitic, Ferritic, Precipitation, Hardening,
etc. among others. LSL caters to various sectors like, automotive, heavy engineering, and
energy & power to name a few. The company has its facility located in Ahmedabad, Gujarat.

Analytical Approach

Acuité has considered the consolidated business and financial risk profiles of LSL, Metlax
International Private Limited (MIPL) and Ocean Steels Private Limited (OSPL), collectively
referred to as ‘Laxcon Group'. The consolidation is on account of common management and
value chain with business line synergies within the Group. Extent of Consolidation: Full.

Key Rating Drivers

Strengths

Experienced management and established track record of operations

Laxcon Group has established presence in the steel industry backed by almost two decades
of extensive industry experience of promoters - Mr. Gopal Swarup Gupta and Mr. Vinod
Gupta. The group is one of the few large integrated players, producing different high quality
stainless steel grades like, Austenitic, Martensitic, Ferritic, Percipitation Hardening. Laxcon
Group markets its products under the brand name ‘Laxcon’. The management has
established rolling facility in MIPL with intent to extend support within value chain system of
the group, while OSPL is a forward integration of LSL for manufacturing of bright bars. Further,
the group has established working relationships with top players of domestic and export
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market such as CHG Forge Private Limited, Damtahl GmbH, and Felix Technology Co. Limited
among others. Acuité believes that the group will sustain its existing business profile on the
back of established presence within the industry and promoter's vintage.

The group's operating income in FY21 (Provisional) declined by 4.54per cent led by Covid-19-

led disruptions. However, higher realization, led by higher steel prices and higher share of
value-added products, supported the overall profitability of the group in FY21. EBITDA margin
of the group expanded sharply to 11.60per cent in FY21 (Provisional) from 7.77per cent in FY20
and net profit margin improved to 5.76per cent in FY21 (Provisional) from 3.49per cent in FY20.
Higher steel prices and demand recovery would support the revenue growth of the group in
the near term. The team expects, Laxcon Group's operating income to grow at a CAGR of
~15per cent during FY22 to FY24 and its net profit margin would be ~5per cent to ~éper cent
during the same period.

Healthy financial risk profile

Laxcon Group has healthy financial risk profile marked by healthy net worth, comfortable
gearing and debt-protection metrics. Net worth of the group improved to Rs.250.49 crore as
on March 31, 2021 (Provisional) from Rs.194.33 crore a year back. Improvement in net worth
led to the group’s debt to equity ratio falling to 1.08 times as on March 31, 2021 (Provisional)
from 1.42 times a year back. The group’s total debt stood af Rs.271.39 crore as on March 31,
2021 (Provisional), comprising long-term loans of Rs.24.06 crore, unsecured loans from
directors/related parties of Rs.9.55 crore and short-term loan of Rs.237.77 crore. Going ahead,
debt to equity ratio of the group is expected to improve further to below unity over a
medium term. TOL/TNW of the group continued to improve and stood af 1.48 times as on
March 31, 2021 (Provisional). Interest coverage ratio of the company improved to 4.46 times in
FY21 (Provisional) from 3.13 times a year back and DSCR stood at 2.22 times for FY21
(Provisional) compared to 1.66 times for FY20. Going ahead, interest coverage ratio is
expected toimprove further and would remain ~5.6 times to 7.12 times during FY22 to FY24,
while DSCR would remain above 2 times.

Weaknesses

Moderately intensive working capital operations

The group has moderately intensive working capital operations, which got stretched in FY21
marked GCA days increasing to 177 for FY21 (Provisional) from 145 for FY20. This was mainly on
account of higher inventory days, which stood at 119 for FY21 (Provisional) compared to 93 a
year back. Receivable days and payable days, for FY21 (Provisional) stood at 61 and 27,
respectively. Average bank limit utilization during the 3 months through September 2021 stood
at ~72per cent. Going ahead, GCA days of the group is estimated to remain over 150 in the
mediumterm.

Susceptibility of profitability to volatility in raw material prices, risk of fluctuation in
foreign currency and intense competition and inherent cyclical nature of steel
industry

The major raw material for manufacturing stainless steel is steel scrap and the prices for the
same are highly volatile in nature. Also the group meets over 40per cent of the requirement
through imports and derives over 25per cent of the revenues through exports. Hence, the
unhedged portion is susceptible to foreign exchange risk. Any adverse change in the prices of
the raw material and exchange rate may impact the profitability margins of the group.
Further, the group is exposed to intense competition in steel sector due to the presence of a
large number of unorganised players on account of low entry barriers with little technology
intensity and limited differentiation in end products. Demand for steel products predominantly
depends on the construction and infrastructure sectors. Thus, the group'’s business risk profile is
exposed to the inherent cyclicality in these sectors.

Rating Sensitivities
Not Applicable

Material covenants
Unsecured loan withdrawn to be brought back, unsecured loans to be interest free and
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subordinated to bank loans and not to be withdrawn fill the currency of bank dues.

Liquidity Position: Adequate
* Stronge Adequates Poore Stretched

The group has adequate liquidity marked by sufficient net cash accruals to maturing debt
obligations. The group generated cash accruals of Rs.69.59 crore for FY21 (Provisional) against

debt repayment of Rs.8.02 crore. Current ratio of the group stood at 1.44 fimes as on March
31, 2021 (Provisional). Average bank limit utilization during the 3 months through September
2021 stood at ~72per cent. Going ahead too liquidity position of the group is expected to
remain adequate with healthy cash accruals to term debt repayment obligations. Cash
accruals of the group is estimated in the range of ~Rs.87 crore to Rs.97 crore during FY22 to
FY24 against debt repayment obligations of Rs.3.98 crore to Rs.11.81 crore during the same

period.

Outlook: Stable
Not Applicable

Key Financials

Particulars Unit FY 21 (Provisional) FY 20 (Actual)
Operating Income Rs. Cr. 988.10 1035.09
PAT Rs. Cr. 56.87 36.08
PAT Margin (%) 5.76 3.49
Total Debt/Tangible Net Worth Times 1.08 1.42
PBDIT/Interest Times 4.46 3.13

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

* 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-criterio-

53.htm

* Consolidation Of Companies: https://www.acuite.in/view-rating-criterio-60.htm

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

Name of

Amount

Acuité Ratings & Research Limited

Date | |shuments/Facilies | €M | (Rs. Cr) Rating/Outlook
Bank Guarantee %gﬁq 2.00 | ACUITE AT (Upgraded from ACUITE A3+)
Bank Guarantee %gm 6.00 | ACUITE Al (Upgraded from ACUITE A3+)
Letter of Credit %Qﬁq 10.00 | ACUITE AT (Upgraded from ACUITE A3+)
Temloon | toN9l 020 ACUITE A- (Withdrawn]
TermLoan Ifgpr% 9 50 ACUITE A- | li’r&kﬁlTeE(BUBpBg);roded from
Leffer of Credit | Joom | 70.00 | ACUTE Al (Upgraded from ACUITE A3+)
292(C)>2c]T Cash Credit %gpr% 40.00 ACUITE A- |2’€3ITeE(BUBpBg);roded from
TermLoan Ifgpr% 4.80 ACUITE A- (Withdrawn)
Proposed Bank Facility %gpr% 5.50 ACUITE A |/2TC03|TGE(BUB%?Oded from
Bank Guarantee %gﬁq 2.00 | ACUITE AT (Upgraded from ACUITE A3+)
Cash Credit Ifgpr% 40.00 ACUITE A- |/iTnglkJ)I|T?E(BUBpB€);rOded from
Cash Credit Ifgpr% 10.00 ACUITE A- |,§\?3|T?E(BUBF)BS);rOded from
Cash Credit IT_gpr% 30.00 ACUITE A- |,§\TCOl5)I|T?E(BUB%?rOded from
Cash Credit %gpr% 10.00 ACUITE BBB (cDoO—vowp])gerSc(lj’rier?gg‘?d Issuer not
efterof Credit | Soon| 1000 [CUTEAS® [Downgraded g isuernor
TermLoan %gpr% 15.00 ACUITE BBB éngng;gerSgﬁerc]jgg?d Issuer nof
Cash Credit %Ce)pr% 30.00 ACUITE BBB (CDOo_varF;ger%dﬁr?ggk?d Issuer not
TermLoan Long 0.20 ACUITE BBB (Downgraded gnd Issuer not
23 Mar Term co-operating*)
2021 Cash Credit Ifgpr% 40.00 ACUITE BBB ((:D(;)_v(;rggger%?r?gg?d Issuer not
Proposed Bank Facility Ifgpr% 5.00 ACUITE 888 LDOO_ v(\)/r;)gersgﬁﬁgg?d lssuer nof
Letterof Credit | Joom| 7000 |*CUTEAST Downgracee andlsuernot
Cash Credit Ifgpr% 40.00 ACUITE BBB LD;vggg(ar%jT?ﬁgg?d Issuer not
TermLoan %gpr% 480 ACUITE BBB g:D(;)_v(\)/rF;ger%jﬁerc]jgg?d Issuer nof
TermLoan IT_ce)pr% 480 ACUITE A- | Stable (Reaffirmed)
Cosh Credit | TonS| 1000 |  ACUITEA- | Stable (Recffrmed)
TermLoan IT_ce)pr% 15.00 ACUITE A- | Stable (Reaffirmed)
Long
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Cash Credit Term 60.00 ACUITE A- | Stable (Reaffirmed)
30 Dec | Proposed Bank Facility] Sor9| 500 | ACUTE A- | Stable [Reaffimed)
DV Letterof cret | 301 10,00 ACUITE AT (Reaffimed]
Leffer of Credit | 7001|7000 ACUITE Al (Rectfirmed
TermLoan %gpr% 0.20 ACUITE A- | Stable (Reaffrmed)
CashCredit | Ton9| 6000 |  ACUTE A- | Stable [Reaffimed)
CashCredit | -9M9| 3000 | ACUTEA- | Siable (Reaffirmed
CashCredit | Ton9| 60,00 ACUITE A- | Stable (Assigned)
Cash Credit #gprg 30.00 ACUITE A- | Stable (Assigned)
CashCredit | Ton9| 20,00 ACUITE A- | Stable [Assigned
osoct | CashCredit | XON9l 1000 ACUITE A- | Stable (Assigned)
D11 qamioan |91 480 | ACUTEA- | Stable [Assigned
Term Loan %gpr% 0.20 ACUITE A- | Stable (Assigned)
Letter of Credit ?gﬁq 70.00 ACUITE A1 (Assigned)
Lefterof Credit | 3007|1000 ACUITE Al (Asigned)
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Annexure - Details of instruments rated
Lender’s Date Of | Coupon | Maturity |Quantum .
Name ISIN Facilities I ssuance Rate Date | (Rs. Cr.) Rating
ACUITE A1
Indian Bank
Not Not Not Not .
) t ) ) ) . Reaffirmed
O\é%r;ekos Applicable GU(oBraQ)ee Applicable|Applicable|Applicable 6.00 g
Withdrawn
ACUITE A1
State Bank Not Gu%?gnlfree Not Not Not 2.00 |Reaffrmed
of India |Applicable (BLR) Applicable|Applicable|Applicable] = g
Withdrawn
ACUITE A1
South Bank |
: Not Not Not Not :
Indian . Guarantee . h . 2.00 |Reaffirmed
Bank Applicable (BLR) Applicable|Applicable|Applicable 8
Withdrawn
ACUITE A-
Indian
Not . Not Not Not ;
O\E/;%r;ekos Applicable Cash Credif Applicable|Applicable|Applicable 60.00 Reoffgmed
Withdrawn
ACUITE A-
I
State Bank Not - Not Nof Nof .
ofIndia |Applicable Cash Credit Applicable|Applicable|Applicable 60.00 Reofgtmed
Withdrawn
ACUITE A-
Punjab
. Not - Not Not Not .
N(B]g%rllo' Applicable Cash Credif Applicable|Applicable|Applicable 30.00 Reofgtmed
Withdrawn
ACUITE A-
South
- Not , Not Not Not !
g]gr'}okn Applicable Cash Credit Applicable|Applicable|Applicable 10.00 Reoff;{med
Withdrawn
ACUITE A1
Indian |
Not Letter of Not Not Not .
O\é%r;ekos Applicablel  Credit  |Applicable|Applicable|Applicable 70.00 Reof;[med
Withdrawn
ACUITE A1
State Bank Not Letter of Noft Not Not ;
ofIndia |Applicablel  Credit  |Applicable/Applicable|Applicable 10.00 Reoffgmed
Withdrawn
ACUITE A-
Proposed
Not Not Not Not Not .
. . L T . ) ) ) Reaffirmed
ApplicablelApplicable B?]?\gk Fcceilri’:c Applicable|Applicable|Applicable 5.50 g
Withdrawn
ACUITE A-
South |
Not Not Not
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Indion |Applicable] TermlLoan | available| 8.5 available|  9.50 [Reaffirmed
Bank &

Withdrawn
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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 treated as a recommendation or opinion that is infended 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 frue, 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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