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Summary of rating action

Previous Rated Amount Current Rated Amount

Instrument* Rating Action

(Rs. crore) (Rs. crore)
Fund-based - Term Loan  86.36 86.36 [ICRAIBBB (Negative); outstanding
FUTEHEEEEE = WO g oo 246.62 [ICRA]BBB (Negative); outstanding

Capital Facilities

Non-fund Based - Working . .
Capital Facilities 90.0 90.0 [ICRA]A3+; outstanding

Total 422.98 422.98

*Instrument details are provided in Annexure-1

Rationale

The rating update follows the impact of the novel coronavirus (Covid-19) pandemic on the domestic steel industry. The
pan-India lockdown announced by the Government of India (Gol) on March 24, 2020 and the subsequent extension is
expected to result in weak demand for steel during Q1 FY2021, thus constraining the overall consumption growth for
FY2021. ICRA estimates that sharp demand contraction in Q1 FY2021 to result in piling up of inventory, leading to
correction in steel prices. The demand will only pick up with the manufacturing and consumption in the end-user
industries stabilising gradually after the lockdown is lifted.

The manufacturing operations at the Goodluck India Limited’s (GIL) facilities have been stalled due to the lockdown,
creating pressure on the company’s liquidity position. ICRA notes that GIL is likely to seek a moratorium on payments
from its lenders until May 31, 2020, as per the Covid-19 - Regulatory Package announced by the Reserve Bank of India
(RBI) on March 27, 2020. The above rescheduling of loans has been factored in the ratings. The company has also availed
the Covid-19 emergency credit line from its lenders, which has also supported its liquidity position.

The outlook on the long-term rating was earlier revised to Negative in September 2019 on the anticipated weakening in
the demand prospects of GIL’s products amid the economic downturn, which may constrain its operating income (Ol)
growth as well as profits. The demand prospects are expected to remain weak.

Given the environment, the liquidity cushion between the available cash balances and unutilised lines of credit, and the
debt servicing requirements remain key. ICRA will continue to monitor the developments and take the suitable rating
action in case the lockdown is prolonged and the demand prospects remain challenging, leading to pressure on the
company’s liquidity position.

Key rating drivers and their description
https://www.icra.in/Rationale/ShowRationaleReport/?1d=88525

Liquidity position: Stretched
GILU's liquidity is stretched in the current scenario with no manufacturing operations amid the nationwide lockdown.
While the company has committed payables in the current quarter, the cash flow generation is expected to be limited.
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GIL has availed the Covid-19 emergency credit line from banks and is likely to avail the moratorium till May 31, 2020,
which is expected to help it in tiding over the current situation to some extent.

Rating sensitivities
Positive triggers — Given the Negative outlook, an upgrade seems unlikely in the medium term. However, the outlook

can be revised to Stable if the company demonstrates healthy operational performance with improvement in
profitability with better working capital management.

Negative triggers — The ratings can be downgraded if the lockdown is prolonged resulting in pressure on cash flow
generation, which along with elongation of working capital cycle will exert pressure on the liquidity position.

Analytical approach

Analytical Approach Comments

Corporate Credit Rating Methodology
Entities in the Ferrous Metals Industry
Parent/Group Support Not applicable

Standalone - The ratings are based on standalone financial profile of Goodluck
India Limited

Applicable Rating Methodologies

Consolidation/Standalone

About the company

Goodluck India Limited (GIL), incorporated in 1986, manufactures steel pipes and tubes, steel structures and steel
forgings. GIL's product portfolio includes mild steel (MS) black pipes, galvanised iron (Gl) pipes, galvanised product (GP)
pipes, cold drawn welded (CRW) precision tubes, forgings, steel towers and cold rolled (CR) steel sections. The company
has manufacturing facilities at Sikanderabad and Dadri in Uttar Pradesh and Bhuj, Gujarat for all these components, with
manufacturing capacity of 1,87,000 MTPA for pipes and tubes, 55,000 MTPA for sheets, 60,000 MTPA for steel structures
and 12,000 MTPA for steel forgings.

In FY2019, the company reported a net profit of Rs. 30.6 crore on an Ol of Rs. 1,656.8 crore compared with the net profit
of Rs. 14.7 crore on an Ol of Rs. 1,270.4 crore in the previous year.

Key financial indicators (audited)

FY2018 FY2019
Operating Income (Rs. crore) 1,270.4 1,656.8
PAT (Rs. crore) 14.7 30.6
OPBDITA/OI (%) 7.8% 7.7%
RoCE (%) 12.3% 14.2%
Total Outside Liabilities/Tangible Net Worth (times) 2.40 2.35
Total Debt/OPBDITA (times) 4.58 3.99
Interest Coverage (times) 1.76 2.09
DSCR 1.23 1.28
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Status of non-cooperation with previous CRA: Not applicable

Any other information: None

Rating history for past three years

Current Rating (FY2021)
Amount
D5 = Type :an:::nt Outstanding
(June 2019)
1 Term Loan Long g5 36 83.36
Term
2 Cash Credit Long o662 -
Term
Letter of Credit
3 &Bank SIS g -
Term

Guarantee
Amount in Rs. crore

Complexity level of the rated instrument

Rating
20-Apr-2020
[ICRA]BBB
(Negative)
[ICRA]BBB
(Negative)

[ICRA]JA3+

Rating History for the Past 3 Years

FY2020

23-Sep-2019
[ICRA]BBB
(Negative)
[ICRA]BBB
(Negative)

[ICRA]JA3+

FY2019

26-Oct-2018

[ICRA]BBB
(Stable)
[ICRA]BBB
(Stable)

[ICRA]JA3+

FY2018

14-Jul-2017
[ICRA]BBB
(Stable)
[ICRA]BBB
(Stable)

[ICRAJA3+

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The
classification of instruments according to their complexity levels is available on the website www.icra.in
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Annexure-1: Instrument details

Amount
Date of Issuance Maturity Rated Current Rating

ISIN Instrument Name / Sanction Coupon Rate Date (Rs. crore) and Outlook

FY2022- [ICRA]BBB
- o/ _ 0,

NA Term Loans FY2015-FY2018 9.3%-10.7% Y2024 86.36 vl
NA Cash Credit - - - 246.62 [ICRA]BBB
(Negative)

N Letter of Credit & i ) i 90.0 [ICRA]A3+
Bank Guarantee

Source: Goodluck India Limited

Annexure-2: List of entities considered for consolidated analysis

Company Name Ownership Consolidation Approach
Not applicable Not applicable Not applicable
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit
Rating Agency Moody’s Investors Service is ICRA’s largest shareholder.

For more information, visit www.icra.in
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