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Addi Alloys Private Limited

Instrument Amount Rating Action

In Rs. Crore September 2016
Fund based limit 10.00 [ICRA]B-; upgraded from [ICRA]C+
Non fund based limit 4.00 [[CRA]A4; reaffirmed

ICRA has revised its long-term rating on Addi Alloys Private Limited’s (AAPL) Rs. 10-crore fund-based limits
bank facility to [ICRA]B- (pronounced ICRA B minus) from [ICRA]C+ (pronounced ICRA C plus). It has also
reaffirmed its short-term rating of [ICRA]JA4 (pronounced ICRA A four) assigned to its Rs. 4.00-crore non-fund
based limits.

ICRA'’s rating action takes into account the healthy year-on-year growth in AAPL’s operating income and the
sustained profits for the last two years, supported primarily by trading sales. Further, ICRA has also factored in
the improvement in AAPL’s capital structure arising out of improved net worth; although the company’s gearing
still remains high, with modest debt coverage indicators. Also, the long term debt repayment obligations for the
company are minimal going forward, providing cushion to the cash flows. Further, the ratings continue to derive
comfort from the long experience of the promoters in the steel industry and their established relationships with
key customers.

The ratings are, however, constrained by AAPL’s modest scale of operations and the vulnerability of its profits
and cash flows to fluctuations in raw material prices as well as cyclicality in the steel sector. The ratings also
take into account AAPL'’s stretched liquidity position as reflected in frequent overdrawals of fund-based limits.

The ability of the company to improve its liquidity position and increase its scale of operations in a profitable
manner while maintaining optimal working capital intensity, will be the key rating sensitivities.

About the Company

AAPL was established in 1990. It manufactures ingots using scrap as major raw material. The manufacturing
facility of the company is located at Ludhiana in Punjab and has an installed capacity of 18,000 tonnes per
annum.

Recent Results
The company reported a profit after tax (PAT) of Rs. 0.66 crore on an operating income of Rs. 85.22 crore in
FY2016, as against a PAT of Rs. 0.67 crore on an operating income of Rs. 55.64 crore in the previous yeatr.
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