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Rating Rationale

Acuité has upgraded the long-term rating to 'ACUITE BBB+' (read as ACUITE triple B plusf)rom ‘ACUITE
BB+’ (read as ACUITE double B plus)and short term to ‘ACUITE A2’ (read as ACUITE A
two) from '"ACUITE A4+' (read as ACUITE A four plus)on the Rs.95.00 crore bank facilities of Deccan Ferro
Alloys Private Limited (DFAPL). The outlook is ‘Stable’.

Rationale for rating Upgrade

The rating upgrade considers the migration of DFAPL from ‘Issuer Not Co-operating (INC)’ status. The rating also
factors in the improvement in the scale of operations and profitability margins of the group due to strategic
acquisition of Chhattisgarh Steel and Power Limited (CSPL). Further, the rating also reflects the management’s
long track record in the industry and healthy financial profile characterized by below unity gearing and strong debt
protection metrics. The rating also draws comfort from the adequate liquidity position of the group, aided by
efficient working capital management and cushion available in the group’s working capital limits. However, the
ratings are constrained by susceptibility of profitability to volatility in raw material prices and presence in a highly
fragmented and intensely competitive industry.

About the Company

Deccan Ferro Alloys Private Limited (DFAPL) was incorporated in 2000. The company is engaged in
manufacturing of ferro chrome, ferro manganese and silico manganese. The company has a production facility in
Visakhapatnam, Andhra Pradesh with an installed capacity of 39000 MT per annum. Directors of the company are
Mr. Sivarama Raju Pericherla and Mr. Sirisha Ayinampudi.

About the Group

Chhattisgarh Steel and Power Limited (CSPL)

Chhattisgarh based, CSPL was incorporated in 2003. The company is primarily involved in manufacturing of
ferro/silico-manganese products and is established in 150 acres of land in Champa, Chhattisgarh. The facility
includes its own 30MW coal based captive power plant and 2x16.5 MV A Ferro Alloys furnaces. DFAPL initiated
the acquisition process on September 1, 2023, which was completed on March 31, 2024. DPAPL initially acquired
a 51.79% stake in CSPL, and in FY25, its holding has increased to 56.67%. Mr. Ramesh Singh Thakur, Ms.
Lakshmi Lavanya Pannasa, Mr. Surendrapal Neware, Mr. Suresh Marpu, and Mr. Appalaraju Ayinampudi are
directors of the company.

Vijaynagar Ispat and Alloys Private Limited (VIAPL)
Andhra Pradesh based, VIAPL was incorporated in 2021. VIAPL is a 100 percent subsidiary of DFAPL. Directors
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of the company are Mr. Sivarama Raju Pericherla and Mr. Sirisha Ayinampudi. The company does not have any
operations.

Unsupported Rating
Not Applicable
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Analytical Approach

Extent of Consolidation
+Full Consolidation

Rationale for Consolidation or Parent / Group / Govt. Support

Acuité has consolidated the business and financial risk profiles of Deccan Ferro Alloys Private Limited (DFAPL),
Chhattisgarh Steel and Power Limited (CSPL) and Vijaynagar Ispat and Alloys Private Limited (VIAPL). The

consolidation is in the view of common promoters and management, intercompany holdings, operational linkages

between the entities and a similar line of business. Collectively, these entities are referred to as the "Deccan
Group".

Key Rating Drivers

Strengths

Experienced management

Promoters of the group are associated with the ferro alloys industry for over two decades. The group has a strong
customer base which includes reputed steel players such as JSW Steel Limited, Arcelor Mittal Nippon Steel India
Limited, Rashtriya Ispat Nigam Limited among others. The company has been associated with their key customers
almost since inception. Acuite believes that the extensive experience of the promoter would continue to help in
the business risk profile of the group going forward.

Improvement in operating performance

The group reported increase in the revenue that stood at Rs.500.20 Cr. in FY2025(prov.) as against Rs.326.15 Cr.
in FY2024 and Rs. 509.54 Cr. in FY2023. The subdued revenue in FY2024 was due to temporary shutdown of unit
from the period July to October 2023. The shutdown of furnaces was due to surge in power and fuels costs
incurred for running the plants. This temporary shutdown was not specific only to DFAPL but had been undertaken
by multiple factories in the state due to the steep price increase. The group reported significant improvement in
EBITDA margin that stood at 8.67 percent in FY2025(Prov.) as against 4.24 percent in FY2024 due to decrease in
raw material expenses. Subsequently, the net profitability of the group stood at 5.85 percent in FY2025(prov.) as
against 1.56 percent in FY2024. The acquisition of CSPL has further enhanced the customer base, operational
efficiency and profitability of the group. Acuite believes the group's ability to scale up its operations and maintain
its profitability margins shall remain a key rating sensitivity.

Healthy financial risk profile

The financial risk profile of the group remained healthy marked by healthy net worth, below unity gearing and
strong debt protection metrics. The net worth of the group stood at Rs.195.53 crore in FY25(prov.) as compared
to Rs.168.96 crore in FY24. The gearing of the group improved and stood comfortable at 0.22 times as on March
31,2025(Prov.) as against 0.35 times as on March 31, 2024. The total debt of the group decreased and stood at Rs.
43.66 Cr. as on March 31, 2025(Prov.) as against Rs.59.43 Cr. as on March 31, 2024. The total debt of Rs. 43.66
Cr. consists of Rs. 1.62 Cr. of long-term debt, Rs. 9.72 USL from directors/ promoters and Rs.32.32 Cr. of short-
term debt. TOL/TNW stood at 0.73 times as on March 31, 2025(prov.) as against 0.90 times as on March 31,
2024. Interest coverage ratio (ICR) improved and stood at 8.33 times for FY2025(Prov.) as against 3.62 times for
FY2024. Also, the debt service coverage ratio (DSCR) improved and stood at 7.30 times for FY2025(Prov.) as
against 2.08 times for FY2024. Acuité believes that the financial risk profile of the group is likely to be sustained
in near to medium term on the back of absence of major debt funded capex and healthy net worth.

Moderately efficient Working capital operations

The working capital cycle of the group is moderately efficient marked by decreasing GCA days that stood at 117
days in FY2025(Prov.) as against 171 days in FY2024. The debtor also improved and stood at 10 days in
FY2025(prov.) as compared to 26 days in FY2024. The inventory days stood at 79 days in FY2025(Prov.) against
105 days in 2024. The creditor days stood at 83 days in FY2025(Prov.) as compared to 108 days in FY2024. Post-
acquisition due to ease of availability of raw materials for CSPL and direct tie ups with coal fields mines, the
reliance on creditor support has been reduced for the group. The group has low reliance on fund-based limit as
reflected from its low utilization of working capital limits. The average bank limit utilisation for the six months
ended March 2025 stood at 46.20 percent for fund-based facilities.

Weaknesses

Susceptibility of profitability to volatility in raw material prices

The group’s profitability is highly susceptible to volatility in prices of the key raw material. Any sharp upward
movement in the raw material prices and the inability of the group to pass on the increased cost of raw materials
may result in dip in the operating margins. Acuite believes, the profit margins of the group likely to remain
exposed to volatility in raw material prices.

Highly fragmented and intensely competitive industry
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The ferro alloys industry is marked by the presence of a large number of organized and unorganized players owing
to low entry barriers. The company faces intense competition from the presence of several mid to large sized
players in this industry. The presence of a large number of players has a direct impact on pricing, restricts
bargaining power having an adverse impact.

Rating Sensitivities

+ Sustain improvement in revenues and profitability
» Changes in financial risk profile
¢ Deterioration in working capital cycle

Liquidity Position

Adequate

The Group’s liquidity profile is adequate as reflected from its healthy net cash accruals of Rs.37.41 Cr. in
FY25(Prov.) as against nominal debt repayment obligation of Rs. 0.30 Cr. during the same period. The average
bank limit utilisation for the six months ended March 2025 stood at 46.20 percent for fund-based facilities. The
current ratio stood modest at 1.35 times as on March 31, 2025(Prov.). The cash and cash balance of the group
stood at Rs. 6.44 Cr. as on March 31, 2025(Prov.). Acuité believes that the liquidity of the group is likely to
remain adequate over the medium term on account of adequate cash accrual over the medium term against
repayment obligations.

Outlook: Stable

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 25 (Provisional) FY 24 (Actual)

Operating Income Rs. Cr. 500.20 326.15
PAT Rs. Cr. 29.26 5.10
PAT Margin (%) 5.85 1.56
Total Debt/Tangible Net Worth Times 0.22 0.35
PBDIT/Interest Times 8.33 3.62

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

Not Applicable

Any Other Information

None

Applicable Criteria

* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-53.htm
* Consolidation Of Companies: https://www.acuite.in/view-rating-criteria-60.htm
* Default Recognition: https://www.acuite.in/view-rating-criteria-52.htm

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

Note on complexity levels of the rated instrument
In order to inform the investors about complexity of instruments, Acuité has categorized such instruments in three
levels: Simple, Complex and Highly Complex. Acuite’s categorisation of the instruments across the three
categories is based on factors like variability of the returns to the investors, uncertainty in cash flow patterns,
number of counterparties and general understanding of the instrument by the market. It has to be understood that
complexity is different from credit risk and even an instrument categorized as 'Simple' can carry high levels of
risk. For more details, please refer Rating Criteria “Complexity Level Of Financial Instruments” on www.acuite.in.
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Rating History

Name of Amount .
Date Instruments/Facilities Term (Rs. Cr) Rating/Outlook
. Short ACUITE A4+ (Downgraded & Issuer not co-operating™
Letter of Credit Term 50.00 from ACUITE A2)
. Short ACUITE A4+ (Downgraded & Issuer not co-operating™
Letter of Credit Term 10.00 from ACUITE A2)
06 Jun . Long ACUITE BB+ (Downgraded & Issuer not co-operating*
2025 Cash Credit | pgppy | 10.00 from ACUITE BBB+ | Stable)
. Long ACUITE BB+ (Downgraded & Issuer not co-operating*
Cash Credit | po| 2000 from ACUITE BBB+ | Stable)
. Long ACUITE BB+ (Downgraded & Issuer not co-operating*
Cash Credit | pepy| 500 from ACUITE BBB+ | Stable)
Letter of Credit %;?I;t 10.00 ACUITE A2 (Downgraded from ACUITE A2+)
Letter of Credit %ln?rﬁ 50.00 ACUITE A2 (Downgraded from ACUITE A2+)
14 Mar . Long ACUITE BBB+ | Stable (Downgraded from ACUITE A- |
2024 Cash Credit Term 5.00 Stable)
. Long ACUITE BBB+ | Stable (Downgraded from ACUITE A- |
Cash Credit Term 10.00 Stable)
. Long ACUITE BBB+ | Stable (Downgraded from ACUITE A- |
Cash Credit Term 20.00 Stable)
Cash Credit Ifgﬁﬁ 20.00 ACUITE A- | Stable (Reaffirmed)
Cash Credit | T2 10.00 ACUITE A- | Stable (Reaffirmed)
15 Dec Cash Credit Ifgﬁﬁ 5.00 ACUITE A- | Stable (Reaffirmed)
20221 Letierof Credit | 509 40.00 ACUITE A2+ (Reaffirmed)
Letier of Credit | Jront| 10.00 ACUITE A2+ (Reaffirmed)
Proposed Letter of | Short .
Credit Term 10.00 ACUITE A2+ (Assigned)
Cash Credit Ifgﬁﬁ 20.00 ACUITE A- | Stable (Reaffirmed)
Cash Credit Ifggﬁ 10.00 ACUITE A- | Stable (Assigned)
2250ga Cash Credit | =O"8| 5,00 ACUITE A- | Stable (Assigned)
Letier of Credit | 710" | 40,00 ACUITE A2+ (Reaffirmed)
. Short .
Letter of Credit Term 10.00 ACUITE A2+ (Assigned)
_— Cash Credit Ifggﬁ 20.00 ACUITE A- | Stable (Assigned)
2022 Letter of Credit %2?3 40.00 ACUITE A2+ (Assigned)
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Annexure - Details of instruments rated

Acuité Ratings & Research Limited

Lender’s e Date Of|{ Coupon [Maturity|Quantum|Complexity .
Name ISIN Facilities Issuance| Rate | Date |(Rs.Cr.)] Level Rating
Not avl. Not avl. / Not avl. Notavl. / ACUITE BBB+ | Stable
Axis Bank| /Not | Cash Credit Not aV 1 / Not Not aV 1 15.00 | Simple | Upgraded ( from
appl. PPl appl. PP ACUITE BB+)
Not avl. Not avl. ACUITE BBB+ | Stable
Stg;elggril: /Not | Cash Credit Egi ZVI'I/ / Not Egﬁ 2\/1'1/ 5.00 Simple | Upgraded ( from
appl. PP appl. PP ACUITE BB+)
Not avl. Not avl. ACUITE BBB+ | Stable
Blillii?d /Not | Cash Credit Egi ZVI'I/ / Not Egi ZVLI/ 10.00 | Simple | Upgraded ( from
appl. PPl appl. PPl ACUITE BB+)
Not avl. Not avl.
: .. [Notavl. / Not avl. / . ACUITE A2 | Upgraded
Axis Bank| /Not | Letter of Credit Not appl. / Not Not appl. 25.00 | Simple ( from ACUITE Ad+)
appl. appl.
Not avl. Not avl.
State Bank .. [Notavl./ Notavl./ . ACUITE A2 | Upgraded
of India QI;L({[ Letter of Credit Not appl. /alljp?t Not appl. 10.00 | Simple (from ACUITE A4+)
Not avl. Not avl.
HDFC .. [Notavl. / Not avl./ . ACUITE A2 | Upgraded
Bank Ltd /a gﬁt Letter of Credit |y anpl. /a g;‘;t Notappl.| 2200 | Simple G0 ACUITE A4+)
Not avl.| Proposed Long Not avl. ACUITE BBB+ | Stable
A Iﬁ?;ble /Not | Term Bank Egi ZVI'I/ / Not Egi ZVLI/ 5.00 Simple | Upgraded ( from
PP appl. Facility PP appl. PPl ACUITE BB+)
*Annexure 2 - List of Entities (applicable for Consolidation or Parent / Group / Govt. Support)
Sr. No. [Company Name
1 Deccan Ferro Alloys Private Limited (DFAPL)
2 Vijaynagar Ispat and Alloys Private Limited (VIAPL)
3 Chhattisgarh Steel and Power Limited (CSPL)
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Contacts

Mohit Jain Contact details exclusively for investors and
Chief Analytical Officer-Rating Operations lenders

Nidhi Gala . . Mob: +91 8591310146

Associate Analyst-Rating Operations Email ID: analyticalsupport@acuite.in

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 intended 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 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. Please visit
https://www.acuite.in/fags.htm to refer FAQs on Credit Rating.

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members of any rating
committee and therefore do not participate in discussions regarding the rating of any entity.

Acuité Ratings & Research Limited www.acuite.in

N N




