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Brickwork Ratings reaffirms the Rating for the Non-Convertible Debentures Issue of Rs.            
5000.00 Cr of Steel Authority of India Limited (SAIL) 
 
Particulars  

Instrument 
Issue 
Date 

O/S 
amount 

(Rs. Crs) 
Coupon 

Maturity 
Date 

ISIN 
Details Current Rating Previous 

Rating 

NCD Series 
BG 

01st Aug 
2016 1200.00 8.30% 01st Aug 2023 INE114A0

7950 
 

Reaffirmation 
of 

BWR AA 
(Pronounced 
BWR Double 

A) 
Outlook- 
Negative 

 
 

 
BWR AA 

Pronounced 
BWR Double 

A) 
Outlook- 
Negative 

 
 
 

NCD Series 
BH 

03rd Aug 
2016 800.00 8.30% 

03rd Aug 
2023 

INE114A0
7968 

Proposed NCD NA 3000.00 NA NA NA 

  
*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings  
 
Rationale/Description of Key Rating Drivers/Rating sensitivities:  
BWR has essentially relied upon the audited financial results of SAIL up to FY18, information               
and clarifications provided by the management of SAIL and information available in public             
domain which BWR considers reliable. 
 
The rating continues to derive strength that SAIL being the largest steel making Company in               
India promoted by Govt. of India which holds a majority shareholding, operates five integrated              
steel plants and three special steel plants, and has existing operating mines for Iron Ore,               
geographical diversity with established sales network, Significant improvement in operating          
performance with strong increase in EBITDA/t for FY18 resulting improve coverage indicators. 
 
However the rating is constrained by increase in debt levels, shortfall in achieving projected              
revenue and profitability and working capital intensive nature of the operations. 
 
Going forward, the Company’s ability to further improve its average sales realization and             
Operating profitability (EBITDA/Ton) as envisaged with improve overall cash accruals, control           
the rising input cost while maintaining its capital structure and complete the ongoing             
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Modernization & Expansion plan within the time and cost estimate shall remain the key rating               
sensitivities. 
 
Key Rating Drivers: 
 
Majority GOI ownership  
As on FY18 Government of India (GoI) stake in SAIL remains at 75% and the company enjoys                 
‘Maharatna Status’, a status which provides greater autonomy and flexibility in investment and             
capital expenditure decisions. Such a status also aims at facilitating expansion of its operations              
both in the domestic and global markets. 
 
Strong Growth in revenues in Profitability in FY18 
The company recorded strong growth in revenues and profitability in FY18 backed by strong              
growth in volumes, high realizations and better cost control measures. On consolidated basis the              
company recorded revenues of Rs. 57560 crs in FY18 compared to Rs. 44501 crs in FY17                
backed by increase in sales volumes to 14.08 mt in FY18 compared to 13.11 mt in FY17. The                  
company recorded strong growth in EBITDA in FY18 to Rs. 4712 crs in FY18 compared to Rs.                 
115 crs in FY17 backed by increase in EBITDA/t to Rs. 3682 in FY18 compared to 512 in FY17.                   
However the company still recorded net loss of Rs. 281 crs in FY18 backed by increase in                 
finance cost. For 1QFY19 the company recorded the revenue of Rs. 15743 crs with EBITDA of                
Rs. 2685crs compared to revenues of Rs. 11456 crs and EBITDA of Rs. 23 crs in FY17  
 
Integrated production provides better operating flexibility.  
SAIL is one of the largest integrated steel producers in India with captive iron ore mines and                 
majority of power requirement is procured from captive sources resulting significant cost saving             
and sustainability of supply. However the company is dependent on external sources for coal              
requirement exposing them to the risk of fluctuations in coal prices. 
 
Strong marketing network 
SAIL has a strong central marketing organization (CMO) which is responsible for marketing of              
the company’s steel products including the carbon and alloy steel. The company’s CMO consists              
of a network of 37 Branch Sales Offices (BSOs), 21 Consignment Agents, 10 Customer Contact               
Offices (CCOs) and 25 Departmental Warehouses across India. Furthermore, the company has            
dealer network of 2,122 dealers, including close to 1,000 rural dealers spread over 591 districts               
of the country. 
 
Healthy product mix 
The product portfolio for SAIL includes variety of products viz Hot Rolled (HR) Coils, Cold               
Rolled (CR) Coils, Perforated Metal (PM) Plates, rounds, bars, wire rods, rails etc. These              
products find applications in industries like construction, engineering, power, railway,          
automotive, consumer durables, defense etc. The share of long products, flat products and             
semi-finished products in the total sales remained at 25%, 49% and 26% respectively during              
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FY16 as against 21%, 54% and 25% respectively in FY15 indicating more sales of flat steel                
products. During FY17, the share of value added steel in the total sales also stood at 42%                 
whereas the balance 58% pertained to commodity steel. 
 
Improvement in Realizations and Profitability. 
For FY18 the Gross Sales Realization (GSR) and operating profitability of the company has              
improved significantly resulting improvement in overall financial risk profile of the company.            
The EBITDA/t of the company has improved to Rs. 3682 in FY18 compared to Rs. 512 in FY17                  
resulting significant improvement in EBITDA to Rs. 4712 crs in FY18 compared to Rs. 115 crs                
in FY17. 
 
Shortfall in achieving projected revenue and profitability. 
Even though the overall sales realization for the industry has improved in last one year the                
company was not able to achieve the revenues as projected, however the company has recorded               
strong growth in revenues for FY18 and backed by healthy demand outlook the company is               
expected to post further jump in revenues in FY19. On Profitability front the company was not                
able to achieve EBITDA as projected on account of lower than expected EBITDA/t, however the               
company recorded significant jump on overall EBITDA/t for FY18, and it was still lower than               
peers in the industry. Based on 1QFY19 financials if the trend continues the company is               
expected to post significant improvement in EBITDA for FY19. For 1QFY19 the company             
recorded EBITDA of Rs. 2685 crs compared to Rs. 23 crs in 1QFY18 backed strong growth in                 
realization with EBITDA/t recorded at Rs. 8211. BWR is continuously monitoring the            
performance of the company and may review the rating depending upon the performance of the               
company in next few quarters. 
 
Increasing Debt Level: On Consolidated basis, the total debt of the Company increased to Rs.               
45,408 Cr in FY18 as compared to Rs. 41395 Cr in FY17 resulting weakening of Debt equity                 
ratio to 1.28x in FY18 as compared to 1.17x in FY17. However the company has successfully                
replaces its short term debt into long term debt elongating the overall repayment obligations.              
Going ahead the debt levels are expected to increase marginally to fund the ongoing capex               
requirements of the company. 
 
Relatively Low Coverage Ratio: On Consolidated basis, SAIL has reported strong improvement            
in Operating Profit for FY18 at Rs. 4712 crs backed by better realizations and better cost control                 
measures adopted by the company. Moreover the coverage ratios also improved in FY18 with              
ISCR and DSCR improving to 1.67x and 1.05 respectively in FY18, however it stills lags to its                 
peers in the industry.  
 
 
Rating Outlook: Negative 

BWR believes the Negative Outlook for Steel Authority of India Limited reflects company’s             
ability to sustain the improvement in operating performance demonstrated in 1QFY19 for full             
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FY19 and ability of the company to pass on any increase in raw material cost will be key                  
monitarable in near term.  
The outlook may be revised to Stable if the company is able to sustain the strong growth in Gross                   
sales realization with increased volumes and EBIDTA/t for next few quarters, leading to             
improvement in overall credit risk profile of the company. 
 

About the Company 

Steel Authority of India Limited (SAIL) is the largest steel-making company in India and one of                
the seven Maharatna’s of the country’s Central Public Sector Enterprises. SAIL produces iron             
and steel at five integrated plants and three special steel plants, located principally in the eastern                
and central regions of India and situated close to domestic sources of raw materials. SAIL               
manufactures and sells a broad range of steel products.  
 
The Government of India owns about 75% of SAIL's equity and retains voting control of the                
Company. Rest is with general public, of which 10.70% is held by LIC.  
The company is an integrated iron and steel maker, producing both carbon and special steel for                
various industries like construction, engineering, power, railway, automotive, consumer         
durables, defense, etc. At present, SAIL owns and operates five integrated steel plants, viz,              
Bhilai Steel Plant (BSP), Durgapur Steel Plant (DSP), Rourkela Steel Plant (RSP), Bokaro Steel              
Plant (BSL) and IISCO Steel Plant (ISP). The company also has three special steel plants, viz,                
Alloys Steels Plant, Salem Steel Plant and Visvesvariya Iron & Steel Plant. 
 

 
Key Financial information 
 

Particulars (amt in Rs. Crs) FY 2017 (Consolidated-Audited) FY 2018 (Consolidated-Audited) 

Total Op. Income 44501.77 57560.02 
EBITDA 115 4712 

PAT/(Loss) (2756) (281) 
Networth 37042.27 36946.66 

Total Debt: TNW 1.17 1.28 
Current Ratio 0.56 0.69 
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Rating History for the last three years (including withdrawn/suspended ratings) 

Sl. 
No Instrument Current Rating (Year 2018) Rating History 

  
Type 

(Long Term / 
Short Term) 

Amt 
(Rs Crs) 

Rating July 2017 July 2016 2015 

1 NCD Long Term 5000.00 

Reaffirmation 
BWR AA 
 (Outlook: 
Negative) 

BWR AA 
 (Outlook 
Negative) 

BWR 
AA+ 

(Outlook: 
Stable) 

NA 

 
Status of non-cooperation with previous CRA (if applicable)-NA 
Any other information: NA 

 
Hyperlink/Reference to applicable Criteria  

● General Criteria 
● Approach to Financial Ratios 

● Manufacturing Companies 

 

Analytical Contacts Media 
Bal Krishna Piparaiya 
Chief General Manager - Ratings 
 
analyst@brickworkratings.com 

media@brickworkratings.com 

Relationship Contact 
bd@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. 
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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                 
instruments/bonds/bank loans, securitized paper of over ₹ 13,22,500 Cr. In addition, BWR has rated over 7000 MSMEs.                 
Also, Fixed Deposits and Commercial Papers etc. worth over ₹62,000 Cr have been rated. 
  

BWR has rated over 30 PSUs/Public Sector banks, as well as many major private players. BWR has a major presence in                     
ULB rating of nearly 102 cities 
 

 
 

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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