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Rating Rationale
Acuité has reaffirmed its long-term rating of ‘ACUITE BBB’ (read as ACUITE triple B) on the Rs. 175.00 Cr.
bank facilities of Bhaskar Steel and Ferro Alloy Private Limited (BSFAPL). The outlook remains 'Stable’.

Acuité has assigned its long-term rating of ‘ACUITE BBB’ (read as ACUITE triple B) on the Rs. 42.90 Cr. bank
facilities of Bhaskar Steel and Ferro Alloy Private Limited (BSFAPL). The outlook is *Stable’.

Rationale for the rating

The rating reaffirmation considers the moderation in business risk profile of the group marked by moderation in
scale of operations. The rating also factors in the healthy financial risk profile and the adequate liquidity position.
These strengths are however offset by inherent cyclicality in the steel industry and the intense competition, which
makes margins and cash flows vulnerable to fluctuations in prices and demand.

About the Company

Established in 2003, Bhaskar Steel and Ferro Alloy Private Limited (BSFAPL) is engaged in manufacturing sponge
iron & billets with its plant located in Rourkela, Odisha. It was initially promoted by the Maliram Shiva Kumar
Group, a Nepalese conglomerate. In October 2010, the company was acquired by the promoters of SRMB Srijan
Private Limited as a part of backward integration initiative for the TMT bar business. After running the company
for about 10 years, SRMB Srijan Private Limited decided to focus on branding and selling TMT and sold the
business in September 2021, to Sethia & Agarwal Family of Odisha. BSFAPL has an existing manufacturing
capacity of 2,23,500 MTPA for Sponge Iron and 1,51,470 MTPA for Billets and also has a 22 MW captive power
plant. The company is currently undergoing a capex for capacity expansion and forward integration initiative by
installing additional 71,280 MTPA of Billet Unit & 1,62,000 MTPA of Rolling Mill. Present directors of the
company are Mr. Yashraj Sethia, Mr. Suresh Agarwal, and Mr. Mukesh Agarwal.

About the Group

K Al International Private Limited (KAIIPL)

Incorporated in 2007, KAI International Private Limited (KAIIPL) is engaged in the trading of iron ore fines, coal,
steel products such as sponge iron and billets. The current directors of the company are Mr. Suresh Agarwal, Mr.
Yashraj Sethia and Natwar Kumar Agarwal. The company based in Orissa.

Unsupported Rating
Not applicable.

Acuité Ratings & Research Limited WWW.acuite.in

_ - B



Analytical Approach

Extent of Consolidation

«Full Consolidation

Rationale for Consolidation or Parent / Group / Govt. Support

ACUITE has considered the consolidated financials of Bhaskar Steel and Ferro Alloy Private Limited (BSFAPL)
and K A | International Private Limited (KAIIPL). The consolidation is on account of the common management,
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same line of operations, significant operational and financial fungibility and corporate guarantee of KAIIPL
to BSFAPL.

Key Rating Drivers

Strengths

Long track record of operations and experienced promoters

The group has long operational track record in the iron and steel industry for around one and a half decade.
Further, the Promoters have more than two decades of experience in the field of trading of iron ore and coal
products and more than a decade of experience in manufacturing of steel and steel related products. Acuité
believes that the long operational track record of the group coupled with the long experience of the management
might continue to benefit the group going forward.

Moderation in business risk profile albeit improvement in overall operating performance

The operating income of the group increased significantly and stood at Rs. 1264.97 Cr. in FY24 as compared to
Rs. 776.72 Cr. in FY23 reflecting a Y-O-Y growth of 62.86%, the growth in FY 24 is mainly due to the increase in
the orders for export of iron ore in KAIIPL. however, the company booked revenue of Rs. 404.63 Cr. (after
adjusting inter-company transactions) out of which Rs. 97.28 Cr. is booked by KAIIPL and Rs. 347.97 Cr. is
booked by BSFAPL till Q3FY25, decline in revenue of KAIIPL is due to reduced demand of iron ore and coal in
Chinese markets. There was a decline in the turnover of BSFAPL, during FY24, primarily due to the reduction in
realization. However, going forward the group is majorly going to focus on BSFAPL.

The operating margin of the group moderated to 4.39 per cent in FY24 as against 5.31 per cent in FY23 due to
increase in material cost. However, the operating margin improved significantly and stood at 10.30 per cent in
Q3FY25 on account of cost saving due to captive power plant. Also, the PAT margin moderated 2.36 per cent in
FY24 as against 2.68 per cent in FY23. PAT margin increased to 4.64 per cent in Q3FY25. Acuite believes that on
th back of the planned capex towards expansion of existing DRI, SMS plant, captive power plant and forward
integration of its unit, the profitability of the group is likely to improve in the medium term.

Semi integrated nature of operations with captive power plant and ongoing capex towards full integration
The sponge iron produced is used as a raw material for production of billets in BSFAPL and iron ore fines, coal,
etc required for the production of sponge iron is procured from KAIIPL, thereby enabling the company to reap the
benefits of semi-integrated nature of operations. Further, the company has a captive power plant of 22MW, which
is the requirement of the plant in its full capacity, hence the entire power is captively sourced, and the group saves
significantly on the power and fuel cost. Further, the group is undergoing a capex to make the unit fully integrated
by setting up a rolling mill which is expected to start commercial production from Q1FY2026.

Healthy financial risk profile

The group’s financial risk profile is healthy marked by healthy net worth base, low gearing and strong debt
protection metrics. The tangible net worth of the group increased to Rs.286.52 Cr. as on March 31, 2024 from
Rs.215.37 Cr. as on March 31, 2023, due to accretion of profits and increase in equity share capital. Previously
Acuite had considered an unsecured loan of Rs. 26.62 Cr. as Quasi Equity but now Acuite has considered an
unsecured loan of Rs.13.41Cr. as Quasi Equity as there was no requirement for KAIIPL to maintain Quasi Equity
due to lower utilisation of its working capital limits, also management has undertaken to maintain this amount in
the business over the medium term. Gearing stood low at 0.59 times as on March 31, 2024 as against 0.47 times
as on March 31, 2023. The Total Outside Liabilities/Tangible Net Worth (TOL/TNW) stood at 1.09 times as on
March 31, 2024 as against 1.75 times as on March 31, 2023. Moreover, the strong debt protection metrics is
marked by Interest Coverage Ratio of 5.05times as on March 31, 2024 as against 5.24 times as on March 31,
2023; and Debt Service Coverage Ratio at 3.04 times as on March 31, 2024 as against 2.55 times as on March 31,
2023.

BSFAPL is undergoing a capital expenditure to expand its existing units and enhance its manufacturing facilities by
installing additional 71,280 MTPA of Billet Unit & 1,62,000 MTPA of Rolling Mill. 2 furnaces of billet will start
operations in Q4FY 25 which will cost Rs. 23.00 Cr. funded through promoters’ contribution and internal accruals.
Post stabilization of the billet unit the TMT unit will commence operations in the first quarter of FY26. The total
project cost for Setting of Rolling Mill with capacity of 162000 MTPA is Rs.43.00 which will be funded through
Rs.30.00 Cr. of term loan and Rs.13.00 Cr. of promoters contribution. During the previous capex, it was decided
that the total term loan infusion would be Rs. 120.00 Cr. and rest would be through promoters’ contribution and
internal accruals. The term loan infusion for funding project remained same despite the increase in the total cost.

Acuité believes that going forward the financial risk profile of the group is likely to be sustained despite debt
funded capex plan backed by steady accruals and healthy net worth.

Weaknesses
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Moderately intensive working capital operations

The group has moderately working capital nature of operations marked by GCA days of 73 days in FY2024 as
against 180 days in FY2023. K A | International Limited (KAIIPL) has paid significant advances to suppliers
amounting to Rs. 140.47 Cr. in FY2023 to ensure regular availability the goods, which contributed to high GCA
days in FY2023. However, the debtor collection period improved and stood comfortable at 06 days in FY2024 as
against 10 days in FY2023. Also, the inventory period has improved to 29 days in FY2024 as compared to 62 days
in FY2023.

Acuite believes that, the working capital operations of the group would remain moderately intensive over near to
medium term owing to expected change in business mix with more focus on manufacturing than trading in the

group.

Inherent cyclical nature of the steel industry

The group's performance remains vulnerable to cyclicality in the steel sector given the close linkage between the
demand for steel products and the domestic and global economy. The end-user segments such as real estate, civil
construction and engineering also display cyclicality. Further, operating margins are vulnerable to volatility in the
input prices (sponge iron, iron ore and coal) as well as realisation from finished goods. The prices and supply of
the main raw material, sponge iron, directly impacts the realisations of finished goods. Any significant reduction
in the demand and prices adversely impacting the operating margins and cash accruals of the group will remain a
key monitorable.

Rating Sensitivities

Sustained improvement in scale of operations and profitability margins
Improvement in financial risk profile

Deterioration in working capital cycle

Timely completion of ongoing capex

Liquidity Position

Adequate

The group has an adequate liquidity position marked by Net Cash Accruals of Rs.35.76 Cr. as on March 31, 2024
as against long term debt repayments of Rs.4.15 Cr. over the same period. Further, the group is expected to
generate sufficient net cash accruals to repay its debt obligation. Moreover, the fund-based bank limit remained
moderately utilised at 42.67 per cent for last six months ended October 2024 for BSFAPL and low utilisation at
17.15 per cent for last six months ended October 2024 for KAIIPL. The cash and bank balance of the group stood
at Rs.41.72 Cr. as on March 31, 2024. The current ratio stood moderate at 2.40 times as on March 31, 2024.
Acuité believes that the liquidity position of the group is likely to remain adequate backed by the steady accruals.

Outlook: Stable

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 24 (Actual) FY 23 (Actual)
Operating Income Rs. Cr. 1264.97 776.72
PAT Rs. Cr. 29.85 20.79
PAT Margin (%) 2.36 2.68
Total Debt/Tangible Net Worth Times 0.59 0.47
PBDIT/Interest Times 5.05 5.24

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.ntm

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.aculite.in.
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Rating History

Date Name of Instruments/Facilities | Term [Amount (Rs. Cr) Rating/Outlook
Cash Credit Long Term 30.00 [ ACUITE BBB | Stable (Reaffirmed)
Cash Credit Long Term 15.00 | ACUITE BBB | Stable (Reaffirmed)
Cash Credit Long Term 4.00 | ACUITE BBB | Stable (Assigned)
06 Mar 2024 Covid Emergency Line. Long Term 1.60 | ACUITE BBB | Stable (Assigned)
Covid Emergency Line. Long Term 2.20 | ACUITE BBB | Stable (Assigned)
Proposed Long Term Bank Facility|Long Term 32.20 | ACUITE BBB | Stable (Assigned)
Term Loan Long Term 90.00 | ACUITE BBB | Stable (Assigned)
05 Feb 2024 Cash Credit Long Term 30.00 [ ACUITE BBB | Stable (Reaffirmed)
Cash Credit Long Term 15.00 | ACUITE BBB | Stable (Reaffirmed)
97 Dec 2023 Cash Credit Long Term 30.00 | ACUITE BBB | Stable (Assigned)
Cash Credit Long Term 15.00 | ACUITE BBB | Stable (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
ACUITEBBB |
HDFC | Notavl./ .. | Notavl./|Notavl./ | Notavl./ .
Cash Credit 35.74 | Simple Stable |
Bank Ltd | Not appl. Not appl. | Not appl. | Not appl. Reaffirmed
ACUITE BBB |
State Bank| Not avl. / . Notavl. /| Notavl./| Notavl./ .
. Cash Credit 30.00 | Simple Stable |
of India| Not appl. Not appl. | Not appl. | Not appl. Reaffirmed
State Bank| Not avl. / . Notavl. /| Notavl. /| Not avl. / . ACUITE BBB |
of India| Not appl. Cash Credit Not appl. | Not appl. | Not appl. 2500 | Simple Stable | Assigned
HDFC | Notavl./ : Notavl. /| Notavl. /| Notavl. / . ACUITE BBB |
Bank Ltd | Not appl. Cash Credit Not appl. | Not appl. | Not appl. 3.26 Simple Stable | Assigned
. ACUITEBBB |
State Bank| Not avl. /| Covid Emergency | 01 Sep Notavl./| 01 Dec 0.24 Simple Stable |
of India| Not appl. Line. 2022 |Notappl.| 2025 Reaffirmed
State Bank| Not avl. /| Covid Emergency | 01 Sep | Notavl./| 01 Dec 168 Simple Acg:;tﬁg?m
of India| Not appl. Line. 2022 |Notappl.| 2026 Reaffirmed
Not |Notavl./ Pf?gf;edB;ﬁEg Notavl. /| Notavl./| Notavl. / 3500 | Simole ACLSJ:;leleBIFB|
Applicable| Not appl. Facility Not appl. | Not appl. | Not appl. ' P Reaffirmed
ACUITE BBB |
State Bank| Not avl. / 01 Sep |Notavl./| 01 Mar .
- Term Loan 72.34 | Simple Stable |
of India| Not appl. 2022 |Notappl.| 2032 Reaffirmed
HDFC | Notavl./ Notavl. /| Notavl./| 01 Jul . ACUITEBBB |
Bank Ltd | Not appl. Term Loan Not appl. | Not appl.| 2032 14.64 | Simple Stable | Assigned
*Annexure 2 - List of Entities (applicable for Consolidation or Parent / Group / Govt. Support)
Sr. No. || Name of the Company
1. K Al International Private Limited
2 Bhaskar Steel and Ferro Alloy Private Limited
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Contacts

Mohit Jain Contact details exclusively for investors and
Senior Vice President-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.
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