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Rating Rationale

Acuité has reaffrmed the long-term ratfing of ‘ACUITE BBB-' (read as ACUITE friple B minus) on
the Rs. 14.98 Cr. of long-term bank facilities and the short-term rating of ‘ACUITE A3’ (read
as ACUITE A three) on the Rs.0.34 Cr. of short-term bank facilities of Shilpa Alloys Private
Limited (SAPL). The outlook has been revised from ‘Stable’ to 'Positive'.

Further, Acuité has assigned a long term rating of ‘ACUITE BBB-' (read as ACUITE triple B
minus) on the Rs.8.01 Cr. of long term bank facilities of Shilpa Alloys Private Limited (SAPL). The
ouflook is stable.

Rationale for revision in Outlook

The revision in outlook takes into account the significant improvement in revenue. SAPL has
reported revenue of Rs. 101 Cr. for 11M FY2022 against Rs. 68.13 Cr. in FY2021. Its operating
margins also improved to 12.03 percent from 11.88 percent in the previous year. Further, the
rating also draws comfort from the experience of management and above average financial
risk profile. The rating however remains constrained on account of high dependence of ifs top
clients. However, the outlook may be revised to ‘Stable’ in case of lower than expected
growth in the revenues or any deterioration in the financial risk profile. Further, the outlook may
be revised to ‘Negative' in case of further increase in the customer concentration risk
exposing the company to a potfential revenue risk as a result of relying on a single entity.

About the Company

Shilpa Alloys Private Limited (SAPL), incorporated in 1990, is a Jaipur-based company
promoted by Mr. Ved Prakash Gupta, Mr. Vaibhav Gupta and Mr. Sushant Gupta. The
company commenced commercial operations in October 2009 and is involved in
manufacturing of unmachined wear-resistant steel castings. It caters to industries such as
cement, minerals, and mining among others with manufacturing facilities located at Jaipur.
The company currently has an installed capacity of 13545 MTPA with an average utilization of
around 60-65 percent for FY2022. The company exports nearly 20% of its production to clients
spanning across US and UK every year.
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Analytical Approach
Acuité has considered a standalone financial and business risk profile of Shilpa Alloys Private
Limited (SAPL)

Key Rating Drivers

Strengths

Experienced management with long track record of operation

SAPL was incorporated in 1990 by Mr. Akash Gupta, who has around 20 years of experience in
the casting and forging industry. The other Directors, Mr. Sushant Gupta and Mr. Vaibhav
Gupta, have over a decade of experience in the industry. The company has a track record
of more than a decade in the casting and forging industry. The extensive experience of the
directors has helped the company to maintain a healthy relationship with its customers and
suppliers. The key customers of the company include names like Metso India Private Limited,
Terex India Private Limited amongst others. On the back of stable and repeated orders from
its customer, the operating income of the company has increased at a CAGR of ~36 percent
to Rs.68.14 crore in FY2021 from Rs.19.81 crore in FY2017.

Acuité believes that SAPL will sustain its existing business profile on the back of experienced
management.

Above average financial risk profile albeit moderate net worth

SAPL's financial risk profile is above average marked by moderate net worth, low gearing and
strong debt protection metrics. The net worth of the company stood moderate at Rs.19.75 Cr.
as on March 31, 2021 against Rs. 16.16 Cr. as on March 31, 2020. The net worth levels have
seen improvement over the last three years on account of healthy accretion to reserves
during the same period. The equity also consists Rs 3.68 Cr of USL considered as quasi. As on

28fh February 2022, the net worth stood at Rs. 24.20 Cr. which also includes additional infusion
of unsecured loans fo the tune of Rs.5.27 Cr. to the equity. The gearing for SAPL has remained
unchanged for last two years despite additional borrowing during FY2021 and stood at 0.55
times as on March 31, 2021 and March 31, 2020. The inferest coverage and DSCR stood
healthy at 3.96 times and 2.24 times for FY2021 against 3.70 times and 2.17 times for
FY2020. Going forward SAPL's gearing is expected to remain in the range of 0.70 fimes with
interest coverage in the range of 4.5 times

SAPL's ability to maintain its financial risk profile will remain key rating sensitivity factor.

Weaknesses

Customer concentration risk

SAPL is susceptible to customer concentration risk as two of its largest client account for over
80 percent of its revenue for 11M FY2022. During FY2021, Metso India Private Limited alone
accounted for around 51% of SAPL's revenue which has further increased to 65 percent for
1TM FY2022. This makes the company highly susceptible to business risk profile of its top two
clients.

Acuité believes that the ability of the company to expand its customer base in order to
mitigate the revenue concentration risk will be a key rating sensitivity factor.

Profit susceptible to volatility in raw material prices and foreign exchange
fluctuation risk

SAPL’s operating profitability is susceptible to volatility in raw material prices of steel,
manganese, nickel etc. which are procured locally and also imported from Canada,
Australia, and Gulfs fo name a few. The company also exports its goods to countries like UK
and USA, thereby exposing itself to foreign exchange fluctuation risk inturn risking the current
operating margin levels in the absence of adequate hedging mechanism.

Rating Sensitivities
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Ability to expand its customer base in order to mitigate the customer concentration risk
¢ Continuous improvement in the scale of operations while maintaining current profitability

Material covenants
None

Liquidity Position: Adequate

The company generated cash accruals of Rs.5.17 Cr. in FY2021 as against debt maturity
obligations of ~Rs.2.19 Cr. for the same period. The cash accruals of the company are
estimated to remain in the range of around Rs.9.89 Cr to Rs.12.81 Cr during FY2022-23 against
the debt obligations close to of Rs.2.81-3.30 Cr. The company's working capital operations are
moderate marked by gross current asset (GCA) days of 121 days in FY2021. The average
utilization of working capital limits stood at ~73 per cent in the last six months ending February
2022. Acuite believes that the working capital limit requirements may increase moderately
over the medium term on account of increased scale of operations. However, the promoters
have infused additional equity to the tune of Rs. 5.27 Cr during the current FY2022 by means of
unsecured loans, thereby mitigating any adverse effect on the financial risk profile of the
company. SAPL maintained unencumbered cash and bank balances of Rs.3.21 Cr as on 31
March 2021. The current rafio stood healthy at 2.27 times as on 31 March 2021.

Outlook: Positive

The outlook has been revised to ‘Positive’ taking into account the significant improvement in
the scale of operations for FY2022 ended February 2022 along with healthy coverage
indicators, above average financial risk profile, and adequate liquidity. Further, the revision
also draws comfort basis significant improvement in the operating and profitability margins
during 11M FY2022 which stood at 15.32 per cent and 8.01 per cent against 12.03 per cent
and 5.29 per centin FY2021. However, the outlook may be revised to ‘Stable’ in case of lower
than expected growth in the revenues or any deterioration in the financial risk profile. Further,
the outlook may be revised to ‘Negative’ in case of further increase in the customer
concentration risk exposing the company to a potential revenue risk as a result of relying on a
single entity.

Other Factors affecting Rating
Not Applicable

Key Financials

Particulars Unit FY 21 (Actual) FY 20 (Actual)
Operating Income Rs. Cr. 68.13 67.33
PAT Rs. Cr. 3.61 3.58
PAT Margin (%) 5.29 5.32
Total Debt/Tangible Net Worth Times 0.55 0.55
PBDIT/Interest Times 3.96 3.70

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

Not Applicable

Any other information
None

Applicable Criteria

* Default Recognition - https://www.acuite.in/view-rating-criteria-52.htm

* Enfities In Manufacturing Sector -https://www.acuite.in/view-rating-criteria-59.htm
* Application Of Financial Ratios 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 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 fo 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 entityand 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.
Acuité ratings 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 tothe 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. 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 any instrument
rated by Acuité

Acuité Ratings & Research Limited www.acuite.in

N



