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Rating Rationale

Acuité has reaffirmed its long-term rating of 'ACUITE BB+' (read as ACUITE Double B plus)
and short-term rating of 'ACUITE A4+' (read as ACUITE four plus) on the Rs. 61.00 Cr bank
facilities of Volta Green Structures Private Limited (VGSPL). The outlook is 'Stable'.

The rating reflect VGSPL s established track record in the pre-engineered building
(PEB) industry, its above average financial risk profile. These strengths are partially offset by
working capital-intensive operations and exposure to intense competition in a highly
fragmented PEB industry.

About the Company

Volta Green Structures Private Limited (VGSPL) is a Hyderabad based company,
incorporated in 2015. VGSPL is promoted by Mr. Subhas Chandra Bose Venigalla and Mr.
Basavaiah Rayipudi. The Company is engaged in manufacturing and erection of Pre-
Engineered Buildings (PEB). The company operates in three key business segments: pre-
engineered building structures, Rapid Building System, High Rise Structures. It has one
manufacturing facility located at Hyderabad in Telangana with an installed PEB
manufacturing capacity of 12,000 Metric tons per annum.

Analytical Approach

Acuité has taken the standalone view of business and financial risk profile of VGSPL to arrive
at the rating.

Key Rating Drivers

Strengths
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Promoter's extensive experience in the steel fabrication industry

The promoter, Mr V. Subhas Chandra Bose and Mr. R Basavaiah have spent over three
decades through association with other companies engaged in manufacturing and
installation of steel prefabricated structures. Presence of over three decades in the PEB
segment has enabled the promoters to establish strong relationship with key customers and

suppliers resulting in repeat orders, steady growth in scale. VGSPL has maintained healthy
relationships with established customers - which include Tata Steel Ltd, Larsen & Toubro Ltd,
Nuclear power corporation Ltd and Indian Qil Corporation Ltd among others - result in repeat
orders. The current order book is of Rs. ~154 Cr as on March 31, 2022, which provides limited
revenue visibility over the medium term. Acuité believes that the company will continue to
derive benefits from the extensive experience of the promoters.

Above-Average financial risk profile

VGSPL's financial risk profile is above-average, marked by moderate networth and leveraged
capital structure and debt protection metrics. VGSPL has moderate net worth at Rs. 23.03 Cr
as on March 31, 2022 (Prov) against Rs. 22.54 Cr as on March 31, 2021. Company has
moderate capital structure marked by high gearing (debt-to-equity) and total outside
liabilities to tangible networth (TOL/TNW) ratio of 1.65 times and 2.82 times respectively, as on
March 31, 2022 (Prov) vis-a-vis 1.72 times and 3.04 times March 31, 2021. Debt protection
metrics is moderate, reflected in interest coverage (ICR) and net cash accrual to total debt
ratio (NCA/TD) of 1.33 times and 0.04 times, respectively, in FY2022 (Prov) vis-G-vis 1.29 fimes
and 0.02 times for FY2021. Acuité believes that in absence of any major debt-funded capital
expenditure; the financial risk profile is expected to remain at similar levels over the medium
term.

Weaknesses

Working capital intensive nature of operations

VGSPL's operations are working capital intensive in nature as reflected by its gross current
asset (GCA) days of 223-382 days for FY2019-FY2022 (Prov) which emanates from inventory
days of 73-116 days and Debtor days of 132-226 days during FY2019-FY2022 (Prov). The GCA
remains high on account of large inventory holding necessary to meet the orders. Also, other
current assets consist of advance given to suppliers and taxes receivables have also resulted
into increased GCA days. The company gives credit period of 115-181 days to its customers.
Its working capital limits at about 94 percent over the past 12 months ended March, 2022.
Acuité believes that VGSPL's operations continue to be af similar levels owing to the industry
business model.

Exposure of margins to fluctuations in raw material prices and declined operating
margins in FY2022

The company's scale of operation is modest. The revenues have exhibited volatility in the
past five fiscals, primarily because of movements in the prices of steel, which is the key raw
material. VGSPL's scale of operations is moderate with the decline in total operating income
by ~45% to Rs. 67.70 Crin FY2021 because of low order execution due to the pandemic.
Further, the company has achieved a revenue growth by ~28 to Rs. 87.24 Cr in FY2022.
VGSPL's profitability remains vulnerable to the variations in key raw material prices, the OPM
declined to 7.21% in FY2022 (Prov) from 11.13% in FY2021. The prices of steel are volatile and
linked to fortunes of key end user industry. Inability fo pass on sharp fluctuations have led to
volatile margins and hence, stability in profitability will remain key monitorable.

ESG Factors Relevant for Rating
Not Applicable

Rating Sensitivities
e Increase in order inflow, providing revenue visibility in the medium term
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« Significant improvement in scale of operations, while maintaining profitability margins

e Any large debt-funded capital expenditure, resulting in deterioration of financial risk
profile.

Material covenants
None

Liquidity Position: Stretched

VGSPL's liquidity is stretched, marked by low net cash accruals against its debt obligations
andfurther constrained by working capital intensive operations. VGSPL generated cash
accruals of Rs.1.57 Crin FY2022 (Prov) against debt obligations of Rs.0.57 Cr for the same
period. The cash accrual of the company is estimated in the range of around Rs.1.50 -2.50 Cr
during FY2023-25 against repayment obligations of Rs.1.00 Cr to Rs.1.50 Cr for the same period.
The average fund based working capital utilization stood moderate at 94 percent for the
past 12 months ended March 2022. Cash and bank balance stood at Rs 3.01 Cr and current
ratio at 1.38 times as on March 31, 2022. Acuité believes Further, VGSPL may continue to need
financial support from promoters amid sharp increase in steel prices and its likely impact on
the demand on the pre-engineered building products.

Outlook: Stable

Acuité believes that VGSPL will continue to benefit over the medium term due to its
experienced management and moderate order book providing revenue visibility. The outlook
may be revised to 'Positive’, in case of timely execution of its unexecuted order book leading
to higher-than-expected revenues and profitability with improvement in working capital
management. Conversely, the outlook may be revised to 'Negative' in case VGSPL registers
lower-than-expected revenues and profitability or any significant stretch in its working capital
management or larger-than-expected debt-funded capital expenditure leads to
deterioration of its financial risk profile and liquidity.

Other Factors affecting Rating
Not Applicable

Key Financials

Particulars Unit FY 22 (Provisional) | FY 21 (Actual)
Operating Income Rs. Cr. 87.24 67.70
PAT Rs. Cr. 0.49 (0.30)
PAT Margin (%) 0.56 (0.44)
Total Debt/Tangible Net Worth Times 1.65 1.72
PBDIT/Interest Times 1.33 1.29

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-52.htm
» Manufacturing Entities: https://www.acuite.in/view-rating-criteria-59.htm

* Application Of Financial Ratfios 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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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & 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. Acuité has
assigned 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 entity and 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.
Ratings assigned by Acuité 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 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 consequential loss
of any kind, arising from the use of its ratings. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings 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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