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Rating Rationale
Amba Shakti Steels Ltd.

30 July 2018

Brickwork Ratings revises the rating for the Bank Loan Facilities amounting to Rs. 65.00
Crs of Amba Shakti Steels Ltd.

Particulars:
Facility Limits (¥ Cr) Rating*
Tenur
Fund Based Previous | Present € Previous Rating | Rating Assigned
Cash Cred 35.00 | 35.00 BWR BB SV BB
ash Credit . .
P d BWR
Long | Pronounced BWR rlgzogil:]es Plus
Term Double B 0 tlu K _ St lll)l
Term Loan 9.00 8.00 (Outlook — Stable) (Qutlook — Stable)
[Upgrade]
Non Fund Based
Bank Guarantee 7.00 7.00 BWR Ad+ BWR A4+
Short Pronounced BWR Pronounced BWR
u
Term AF Pl A Four Plus
our Plus
LC 15.00 15.00 [Reaffirmation]
Total 66.00 65.00 INR Sixty Five Crores Only

* Please refer to BWR website www.brickworkratings.com/ for definition of the ratings

Rationale/Rating Sensitivities:

BWR has principally relied upon the audited financials upto FY17, Provisional financials for
FY18, projected financial statements up to FY20, publicly available information and
information/clarifications provided by the Firm.

The rating has, inter alia, factored in the experienced management, established brand name,
increase in scale of operations, comfortable liquidity position and moderate tangible net worth.
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The rating is, however, constrained by low profitability margins, weak debt protection metrics,
susceptibility to raw material price movement and difficult industry scenario

Going forward scaling up of business, meeting projections and ensure timely servicing of debt
would be the key rating sensitivities.

Key Rating Drivers:

Experienced management: The company’s directors have more than 3 decades of experience in
the same line of business

Well established brand:- Amba shakti is a well known brand in the northern market which the
company leverages to reach to more and more customers.

Increase in scale of operations:- On provisional basis operating income of the company increased
to Rs. 195.51 Crs in FY18 against an operating income of Rs. 150.38 Crs in FY17. Also the
company has achieved sales of ~Rs. 95 Crs during first quarter of FY19 on account of increasing

demand.

Low profitability margins: Profitability margins have continued to slide down. Net profit margin

and operating profit margin stood at 0.09% & 5.81% respectively in FY17 against 0.35% &
5.27% respectively in FY'16. On provisional basis also Operating margin stood at 5.05% in FY18
down by 76 basis point from the previous year.

Weak Debt Protection metrics: ISCR and DSCR were below average at 1.26x and 1.00x as on
31.3.2017 due to higher interest cost burden.

Rating Outlook: Stable

BWR believes that Amba Shakti Steel Ltd’s business risk profile will be maintained over the
medium term. The ‘Stable’ outlook indicates a low likelihood of rating change over the medium
term. The rating outlook may be revised to 'Positive’ in case the Firm is able to collect
receivables promptly to improve the overall liquidity position. The rating outlook may be revised
to 'Negative' if the liquidity position deteriorates any further.
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About the Firm:
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Amba Shakti Steels Limited is a Limited Company established at 7th K M Meerut Road,
Muzaftarnagar,UP. The Company is engaged in the manufacturing of M.S./T.M.T. Bars. The
unit has started its Commercial Production on 1989. The Installed Capacity of the unit is 98000
M.T.P.A. for the manufacturing of MS/TMT Bars.
Mr. Surendra Kumar Goel is the Managing Director of the company.

Firm’s Financial Performance:

AASPL reported operating income of Rs. 195.51 Crs. with an operating profit of Rs.9.87 Crs.on
provisional basis in FY18 against an operating income of Rs. 150.38 Crs. with an operating
profit of Rs. 8.74Crs Crsin FY17.

Key Financial Figures
Particulars Unit FY17(Audited) FY18(Provisional)
Total Operating Income Rs. Crores 150.38 195.51
EBITDA Rs. Crores 8.74 9.87
TNW Rs. Crores 29.68 30.46
Total Debt : TNW Times 2.50 2.03
Current Ratio Times 1.41 1.37
Rating History for the last three years:
SIL. - . . .
N Facility Current Rating (July 2018) Rating History
0.
Facilitv T T Amount Rati 2018 2017 2016
acili e atin
ty Typ ype (Rs Crs) 8 March | March
BWR BB+ BWR | BWR
Fund Long
1. 43.00 (Outlook Stable) BB BB NA
Based Term
(Upgrade) Stable | Stable
F h BWR A4+ BWR BWR
5 Non Fund | Short 22.00 \%Y ) W \%Y NA
Based Term Reaffirmation Ad+ A4+
Total 65.00 Rupees Sixty Five Crores Only

30 July 2018

¥‘k
rk’

™



3k % ™

¥ Xy
|rickwork’

Status of Non-Cooperation with previous CRA - NA

Hyperlink/Reference to Applicable Criteria:

e General Criteria

e Approach to Financial Ratios

e Short Term Debt

e Manufacturing Companies

Analytical Contacts Media
RK Sharma media@brickworkratings.com
GM - Ratings Relationship Contact

bd@brickworKkratings.com

analyst@brickworkratings.com
Phone: 1-860-425-2742

For print and digital media

The Rating Rationale is sent to you for the sole purpose of dissemination through your print, digital or
electronic media. While it may be used by you acknowledging credit to BWR, please do not change the
wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR
alone has the sole right of sharing (both direct and indirect) its rationales for consideration or otherwise
through any print or electronic or digital media.

Note on complexity levels of the rated instrument:
BWR complexity levels are meant for educating investors. The BWR complexity levels are available

at www.brickworkratings.com/download/ComplexityLevels.pdf Investors queries can be sent to
info@brickworkratings.com.

About Brickwork Ratings
Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency, accredited by RBI and empaneled by NSIC, offers

Bank Loan, NCD, Commercial Paper, MSME ratings and grading services. NABARD has empaneled Brickwork for MFI
and NGO grading. BWR is accredited by IREDA & the Ministry of New and Renewable Energy (MNRE), Government of

India. Brickwork Ratings has Canara Bank, a leading public sector bank, as its promoter and strategic partner.

BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh,
Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations. BWR has rated debt
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instruments/bonds/bank loans, securitized paper of over ¥ 11,99,663 Cr. In addition, BWR has rated over 6819 MSMEs.
Also, Fixed Deposits and Commercial Papers etc. worth over 348,803 Cr have been rated.

DISCLAIMER

Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and
other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any data
distortion; however, it does not examine the precision or completeness of the information obtained. And hence,
the information in this report is presented “as is” without any express or implied warranty of any kind. BWR
does not make any representation in respect to the truth or accuracy of any such information. The rating
assigned by BWR should be treated as an opinion rather than a recommendation to buy, sell or hold the rated
instrument and BWR shall not be liable for any losses incurred by users from any use of this report or its
contents. BWR has the right to change, suspend or withdraw the ratings at any time for any reasons.
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