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Rating Rationale

Acuite has assigned the long term rating of '"ACUITE BBB-' (read as ACUITE Triple B Minusa)nd short-term
rating of '"ACUITE A3' (read as ACUITE A Threeo) n the Rs. 27.44 Cr. bank facilities of Khandelwal Steel
Industries (KSI). The outlook is “Stable”.

Rationale for Rating

The rating takes into cognizance the long track of operations with diversified clientele, steady business risk
profile, moderate working capital cycle and adequate liquidity position. The rating also factors the increased
manufacturing capacity if the firm from 36000 MT/annually to 60000 MT/annually in Q4FY25. However, these
strengths are partly offset by the volatility in steel prices in the market.

About the Company

Incorporated in 2000, Khandelwal Steel Industries (KSI) is a Gujarat based partnership firm engagedin
manufacturing of high quality steel products . KSI is mainly into manufacturing of Alloy Round bars, equal angles,
Flat bars, channels, beams etc. Mr. Shyamlal Gupta & Ms. Rashmi Khandelwal are the current partners of the firm.

Unsupported Rating
Not Applicable

Analytical Approach

Acuite has considered a standalone approach to the business and the financial profile of Khandelwal Steel
Industries (KSI) to arrive at the rating.

Key Rating Drivers
Strengths

Steady scale of operations and profitability margins

The firm have achieved a revenue of Rs. 198.40 Cr. in FY25(Prov.) against Rs. 321.52 Cr. in FY24. The decrease
0f 32.29% is attributed to the temporary suspension of manufacturing operations from April 2024 to December
2024 during the completion of the firm's CAPEX plans. This strategic pause was facilitated to-increase its capacity

Acuité Ratings & Research Limited www.acuite.in

K.
2 5



to 60,0000 MT from 36,000 MT. The EBITDA margins of the firm stood at 4.51% in FY25(Prov.) as compared to
3.46% in FY24. The improvement was noticed on account of a slight moderation in the raw material prices. The
PAT margins of the firm stood at 3.34% in FY25(Prov.) as compared to 3.69% in FY24. The decrease in PAT was
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because of the increased interest costs from the term loans. Going forward, the firm is likely to improve the
topline on account of increased manufacturing capacities in medium term.

Average Financial Risk Profile

The financial risk profile of the firm is average marked by moderate net-worth of Rs. 26.62 Cr. as on 31st March
2025(Prov.) against Rs. 25.86 Cr. as on 31st March 2024. The slight improvement has been noticed because
accretion of profits to the partners’ capital. The total debt of the firm is Rs. 23.83 Cr. as on 31st March
2025(Prov.) against Rs. 21.88 Cr. as on 31st March 2024. The increase in the debt is related to the long-term loan
of Rs. 4 Cr. which has been taken to fund the CAPEX plans. The gearing stands low at 0.89 times in FY25(Prov.)
against 0.85 times in FY24. Further, the interest coverage ratio of the firm stood at 5.86 times in FY25(Prov.)
against 10.40 times in FY24. The debt service coverage ratio stood at 4.27 times in FY25(Prov.) against 9.02
times in FY24. The TOL/TNW stood at 1.05 times in FY25(Prov.) against 1.52 times in FY24. Acuité believes that
the financial risk profile of KSI is likely to remain average over the medium term due to any further debt funded
CAPEX plans.

Moderate Working Capital Operations

The working capital operations of the firm is moderate marked by GCA days which stood at 80 days as on 31st
March 2025(Prov.) against 65 days as on 3 1st March 2024. The increase is majorly noticed because of increased
inventory levels at the year end. The inventory days of the firm stood at 26 days as on 31st March 2025(Prov.)
against 16 days as on 31st March 2024. The increase was observed primarily due to the firm's shift in focus from
manufacturing to trading activities over the course of three quarters during CAPEX phase. This transition resulted
in a decrease in the cost of sales in the initial quarters. Additionally, the commencement of manufacturing
operations in the Q4FY25 led the firm to stock inventory at normal levels, which contributed to an increase in
inventory days at year end. The debtor days of the firm stood at 51 days as on 31st March 2025(Prov.) against 38
days as on 31st March 2024. On the other hand, the creditor days of the firm stood at 8 days as on 31st March
2025(Prov.) against 18 days as on 31st March 2024. Acuité believes that KSI is likely to stay on the same lines on
account of no major changes in the management policies regarding stakeholders.

Weaknesses

Intense competition and inherent cyclical nature of the steel industry

The downstream steel industry remains heavily fragmented and unorganized. The firm is exposed to intense
competitive pressures from large number of organized and unorganized players along with its exposure to inherent
cyclical nature of the steel industry. Additionally, prices of raw materials and products are highly volatile in nature.
Acuite believes that the group remains exposed to such cyclicality and competition in the steel industry is
reflected from volatility to its operating margins.

Rating Sensitivities

Movement in topline and profitability
Movement in working capital operations
Capex plans

Liquidity Position
Adequate

The liquidity profile of the firm is adequate. The firm generated a net cash accrual of Rs. 8.03 Cr. as on as on 31st
March 2025(Prov.) against the debt repayment obligations of Rs. 0.61 Cr. in the same period. The current ratio of
the firm increased to 2.71 times as on 31st March 2025(Prov.) against 2.01 times as on 31st March 2024. The
NCA/TD stood at 0.34 times in FY25(Prov.) as against 0.59 times in FY24. The cash & bank balance stood at Rs.
0.13 Cr. as on 31st March 2025(Prov.) as against Rs. 0.06 Cr. as on 31st March 2024. Further, the average bank
limit utilization at the month end balance stood low at 58.86% for 6 months ending March 2025. Acuité believes
that the liquidity of KSI is likely to remain adequate over the medium term on account of steady cash accruals and
absence of any further debt funded CAPEX.

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. 198.40 321.52
PAT Rs. Cr. 6.63 11.88
PAT Margin (%) 3.34 3.69
Total Debt/Tangible Net Worth Times 0.89 0.85
PBDIT/Interest Times 5.86 10.40
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 Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-53.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.
Rating History : Not Applicable
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Annexure - Details of instruments rated

Lender’s e Date Of | Coupon |Maturity | Quantum |Complexity .
Name ISIN Facilities Issuance | Rate Date | (Rs.Cr.)| Level Rating
Bg rrlllio(?f Notavl./| Bank Guarantee |Notavl./|Notavl./|Notavl./ 5.00 Simple ACUITE A3 |
India Not appl. (BLR) Not appl. | Not appl. | Not appl. : p Assigned
Union ACUITE BBB- |
Bank of [NV Cash Credit  [NOVVE/ RotavL [\ ROtV 5 09| imple | Stable |
India PP PP PP PP Assigned
Union
Bank of Eot avl.l/ Letter of Credit II:IIO‘[ avl‘l/ Eot avl.l/ II:IIO‘t avl.l/ 200 Simple AgUITE Aj |
India ot appl. ot appl. | Not appl. | Not appl. ssigne

Not |Notavl./| Proposed Long|Notavl./|Notavl./| Notavl./ 033 Simole ACgItEEl]z]TB_ |

Applicable| Not appl. [Term Bank Facility| Not appl. | Not appl. | Not appl. : p Assigned
Union ACUITE BBB- |
Bank of Egt 2‘/1'1/ Term Loan 1280J235n Egt 2‘/1'1/ 1280?8 "l 3.80 Simple Stable |
India PP PP Assigned
Union ACUITE BBB- |
Bank of Eg‘{ 2V1.1/ Term Loan 22013;(: Eg‘{ 2V1.1/ 228 Ogeib 1.31 Simple Stable |
India PP PP Assigned
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Contacts

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

Shubham Jain . . 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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