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Rating Withdrawn

Total Bank Facilities Rated® Rs. 14.00 Cr.#
Long Term Rating ACUITE BB-
(Withdrawn)

* Refer Annexure for details
Rating Rationale

Acuité has reviewed and withdrawn the long-term rating of ‘ACUITE BB-' (read as ACUITE double B minus) on
the Rs.14.00 crore bank facilities of Chopra Alloys. The rating withdrawal is in accordance with Acuité's policy
on withdrawal of rating.

The rating is being withdrawn on account of request receiv ed from the company and NOC receiv ed from the
banker.

About the company

Chopra Alloys was established in the year 2006 as a partnership firm. It is a Ludhiana, Punjab based firm. The
partners of the firm are Mr. Baldev RajChopra, Mr. Aman Chopra, Mr. Pankaj Chopra and Mr. Deepak Chopra.
The firm is engaged in manufacturing and trading of steel ingots and billets. The company has an installed
capacity of 55,000 tons per annum.

Analytical Approach

During the previous rating exercise, Acuité had consolidated the business and financial risk profiles of Chopra
Alloys and Chopra Steel Strips for analytical purposes. The consolidated approach was based on the similarities
in the line of business, common partners, and significant operational and financial linkages and also in the
view of both the firms getting merged. Howev er, Acuité has now adopted a standalone approach owing to
non-av ailability of information for Chopra Steel Strips.

Key Rating Drivers

Strengths

Established track record of operations and experienced promoters

The group is promoted by Chopra family. The partners of the group have been engaged in the
aforementioned business line for around four decades. The extensive experience of the partners has helped
in establishing healthy relationships with its customers and suppliers. The key customers of the group include
names like M/S Aar Kay Industries, M/S Bhushan Steel Industries, and M/S Punjab Steel Rolling Mills amongst
others with no major concenftration in revenues. The key suppliers include names like M/S Beaon Steels, Sponge
Sales (India) Private Limited etc to name a few. Acuité believ es that the group will benefit from the extensive
experience of the partners, healthy relationship with customers and suppliers and also from the prospective of
merging of both the firms.

Efficient working capital management

The firm's working capital is efficiently managed as is reflected by its gross current asset (GCA) days of around
34 days for FY2021 (Prov) and 40 days for FY2020. The inventory days of the group stood at 18 days and debtor
days at 3 days as on March 31, 2021 (Prov.). On the other hand, the creditor days stood at 5 days as on March
31, 2021 (Prov.) Acuité expects the working capital management to remain efficient over the medium term
on account of low inventory holding period
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Weaknesses

¢ Below average Financial Risk Profile
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Chopra Alloy’s financial risk profile is below av erage, marked by low net worth of, high gearing and Av erage
debft protection metrics. The networth stood at Rs.3.83 crores as on 315t March 2021 (Prov.). The leverage lev els
continue to remain high to around 6.53 times (Prov.) as on March 31, 2021. The firm on the other hand
generated cash accruals of Rs.1.59 crore in FY2021 (Provisional). The TOL/TNW stands at 8.31 fimes in FY2021
(prov.) as against 8.19 times in FY2020. The moderate profitability coupled with high gearing levels have
resulted in average debt protection metrics with interest coverage of 2.58 times as on March 31, 2021

(Provisional).

e Competitive and fragmented nature of industry
The group operates in a highly competitive and fragmented industry, characterized by a large number of
players mainly on account of low entry barriers. This can have an impact on the profitability margins of the
group. However, this is partially offset by the extensive experience of the partners which has helped in

maintaining healthy relationship with its customer.

e Exposure to risk related to completion of ongoing expansion plan
As the group is focusing on the expansion plan and merging of both the firms in the view of increasing its
production capacity. So, timely completion of the project willremain a key monitor able along with the funding

support from the partners.

Rating Sensitivity
Not Applicable

Material Covenants
None

Liquidity position: Adequate

Chopra Alloys has stretched liquidity marked by moderate net cash accruals to its maturing debt obligations.
The company generated cash accruals of Rs.0.5 to Rs.2.00 crore during the last three years through 2018-20.
The company maintains unencumbered cash and bank balances of Rs. 0.21 crore as on March 31, 2021
(Prov.). The current ratio of the company stood moderate at 1.00 times as on March 31, 2021 (Prov.). Acuité
believ es that the liquidity of the company is likely to remain stretched over the medium term.

Outlook: Not Applicable

About the Rated Entity - Key Financials

Unit FY21 (Prov) FY20 (Actual)
Operating Income Rs. Cr. 131.40 141.02
PAT Rs. Cr. 1.04 0.18
PAT Margin (%) 0.79 0.13
Total Debt/Tangible Net Worth Times 6.53 6.71
PBDIT/Interest Times 2.58 2.13

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

None

Any other information
None
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Applicable Criteria

e Default Recognition -https://www.acuite.in/view-rating-criteria-52.htm
e Manufacturing Entities - https://www.acuite.in/view-rating-criteria-59.htm
¢ Financial Ratios and Adjustments - hifps://www.acuite.in/view-rating-criteria-53.0tm

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

Rating History (Up to last three years)

Name of Instrument Amount
Date / Facilities Term (Rs. Cr) Ratings/Outlook
Cash Credit Long Term 6.00 ACUITE BB-/ Stable
(Assigned)
ACUITE BB- / Stable
02-July-2020 Term loans Long Term 0.95 (Assigned)
ACUITE BB- / Stable
Term loans Long Term 7.05 (Assigned)
*Annexure - Details of instruments rated
Lender Name |Name of the Date of Coupon Rate | Maturity | Size of the
Facilities Issuance Date Issue Ratings/Outlook
(Rs. Crore)
. Not Not Not ACUITE BB-
h i i . ) . )
Indusind Bank | Cash Cred Applicablel] Applicable | Applicable 6.00 (Withdrawn)
Not ACUITE BB-
Indusind Bank | Term loans March 2018 Avaiable May 2022 0.95 (Withdrawn)
Not February ACUITE BB-
Indusind Bank | Term loans August 2020 Available 0025 7.05 (Withdrawn)
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About Acuité Ratings & Research Limited:

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 v arious 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 t o substitute for a financial adviser's or invest or's independent assessment of whether to buy, sell or hold
anysecurity. Acuit é ratings are based on the data and information provided by t he issuer and obtained from other reliable sources.
Although reasonable care has been taken to ensure that the data and information is true, Acuité, in particuar, makes no
represent ation or warranty, expressed orimplied with respect t othe adequacy, accuracy or completeness of t he information relied
upon. Acuité is not responsible for any errors or omissions and especially states that it has no financial liability whatsoev er 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 anyinstrument rated by Acuit é.
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