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Vishwakarma Refractories Private Limited: Rating Reaffirmed at [ICRA]BBB- (Stable); rated
limits enhanced

Summary of rating action

Previous Rated Amount Current Rated Amount

Instrument* Rating Action

(Rs. crore) (Rs. crore)
SIS sdiBtEinE 45 09 18.50 [ICRA]BBB- (Stable); reaffirmed
Capital Facilities
Total 15.00 18.50

*Instrument details are provided in Annexure-1

Rationale

For arriving at the ratings, ICRA has taken a consolidated view of the group companies — Bhuwalka & Sons Private Limited
(BSPL), Deccan Alloys Private Limited (DAPL), Meenakshi Bright Steel Bars Private Limited (MBSBPL), Vishwakarma
Refractories Private Limited (VRPL) and Bhuwalka Castings & Forging Private Limited (BCFPL), referred to as the Group —
as they operate in a similar line of business, have operational and financial linkages and share a common management.

The ratings reaffirmation takes comfort from the Group’s established track record and brand presence, especially in
South Indian markets and the extensive experience of the promoters in TMT manufacturing and trading business. The
ratings continue to take comfort from the Group’s diversified and established clientele across sectors such as real estate,
construction and engineering, together with its long relationship with customers and suppliers. The rating also factors in
the sustained performance of the Group over the years, which is expected to continue in the near to medium term. The
ratings also favourably factors in the significant growth in the Group’s revenues in FY2019 primarily aided by increase in
sales volume of manufactured goods. Besides, the ratings also continue to favourably factor in the comfortable capital
structure with low gearing as on March 31, 2019.

The ratings are, however, constrained by the Group’s thin margins due to limited value-addition of its steel processing
and trading activities and moderate coverage indicators due to increase in the debt levels. The ratings remain
constrained by the cyclicality inherent in the steel business and the intensely competitive nature of the industry, which
make margins and cash flows vulnerable to fluctuations in prices and demand. Besides, ICRA takes note of the overall
decline in industry steel demand during 8MFY2020 resulting in drop in TMT price realisation which was due to sluggish
infrastructure and construction activities.

Key rating drivers

Credit strengths

Extensive experience of the promoters and management in the steel industry and established position of Bhuwalka
Premier Group of companies - The Group’s operations are overseen by its directors Mr. Sajan Kumar Bhuwalka, Mr.
Sushil Kumar Bhuwalka, Mr. Kamal Kumar Bhuwalka and Mr. Kishan Kumar Bhuwalka, who have been involved in the
steel industry for over three decades. The Group benefits from the established brand name in southern states of India.
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Established relationship with diversified customer base and reputed suppliers - Given the long experience of the
promoters in the industry, the Group has been able to develop an established relation with a wide network of suppliers
and customers. It has a diversified and reputed clientele across sectors such as real estate, construction and engineering.

Healthy revenue growth in FY2019 on back of increase in sales volumes - The Group’s consolidated Ol grew by ~14% to
Rs. 566.47 crore in FY2019 from Rs. 495.56 crore in FY2018. The Group derived ~78% of the revenues from
manufacturing division and the balance 22% from the trading segment. The revenue growth was supported by uptrend
in steel prices and increase in the sales volume primarily from the manufacturing division with improved demand from
customers.

Comfortable capital structure in FY2019 - The Group’s debt level increased in FY2019 as against the previous year,
primarily due to high utilisation of working capital. However, its capital structure remained comfortable with gearing of
1.01 times as on March 31, 2019, albeit increase from 0.70 times as on March 31,2018.

Credit challenges

Moderate coverage indicators due to thin profitability and increase in debt levels - The Group’s profitability at
operating and net levels remain modest due to limited value addition and intensely competitive nature of business. The
Group reported an operating margin of 3.16% and net margin of 1.00% in FY2019. The Group’s coverage indicators stood
at moderate levels with Total Debt/OPBDITA of 6.40 times, Interest Coverage of 2.29 times and DSCR of 1.85 times
during FY2019, due to thin profitability coupled with increase in debt levels.

Intense competition in a fragmented and commoditised market - The Group’s operations are concentrated towards
trading of steel products like TMT bars, channels and rounds, the market for which is highly fragmented and
commoditised, leading to price-based competition that keeps operating profitability under check.

Exposure to the cyclicality associated with the steel industry - The domestic steel industry is cyclical in nature and is
likely to result in volatility in the cash flows of the steel players. The Group’s revenue and profitability remain vulnerable
to volatility in prices of key raw materials and TMT bars, due to cyclicality associated with the industry. Further, its
operations are vulnerable to any adverse change in demand-supply dynamics in construction sector, especially in
southern states of India.

Liquidity position: Adequate

The liquidity profile is adequate with sufficient buffer from undrawn working capital limits. The Group’s working capital
utilisation remained moderate with an average utilisation of ~76% of its sanctioned limits for the last twelve months
ending October 2019. The term loan repayment obligations are low at ~Rs. 2.30 crore in FY2020. It has planned capex of
~Rs. 10 crores in FY2020, which is to be funded by the sanctioned term-loans of Rs. 7.50 and the balance through
internal accruals. Overall ICRA expects the cash accruals of the company to be sufficient to meet the term loan
repayment obligations and margin money for the capital expenditure and additional working capital requirements if any.

Rating sensitivities

Positive triggers - We could upgrade Bhuwalka’s rating if its scale of operations continues to grow at a healthy pace,
while improving its profitability and coverage indicators. Specific credit metrics that could lead to an upgrade of rating
include RoCE greater than 13% and TD/OPBITDA less than 3 times on a sustained basis.
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Negative triggers - Negative pressure on the company’s rating could arise if there is decline in the revenues or
profitability, leading to weakened coverage indicators. Any stretch in the working capital cycle resulting in tight liquidity
could also lead to a downgrade. Specific credit metrics that could lead to a downgrade of rating include interest cover of
less than 2 times.

Analytical approach

Analytical Approach Comments

Corporate Credit Rating Methodology

Entities in the Ferrous Metals Industry

Parent/Group Support Not applicable

For arriving at the ratings, ICRA has consolidated the financials of the various group
companies as listed in Annexure-2

Applicable Rating Methodologies

Consolidation / Standalone

About the company

Vishwakarma Refractories Private Limited (VRPL) was incorporated in 1982 as Vishwakarma Castings Limited and was
renamed to its current form in 1996. VRPL manufactures refractory bricks, operating out of their facility at Kolar,
Karnataka. It produces and supplies refractory bricks to Steel, Cement and Various other industries including non-ferrous
metals like copper. It also trades in TMT bars. It is equipped with modern machineries for manufacturing high quality
refractory bricks & monolithics for meeting stringent requirements of wide range of customers. It has an installed
capacity of 16,000 MT of refractory products, mainly High Alumina / Fireclay, Basic refractories, Garnic boards Oxide &
Nitride bonded Silicon carbide products and various types of monolithics. It is also an I1ISO 9001:2008 certified company.
Its wide product range and experience in catering to customer requirements (predominantly — Steel Industry) has
enabled it to develop bricks with high quality parameters, which has helped in increasing its penetration and widen its
customer base. It supplies refractory bricks to several renowned industry players including: Rourkela Steel Plant (SAIL),
Bhilai Steel Plant (SAIL), JSW Steel Limited, Vijaya Steels Ltd, Ispat Industries Ltd, and Tata Refractories Limited, among
others.

Key financial indicators - Standalone (audited)

FY2018 FY2019

Operating Income (Rs. crore) 55.21 50.82

PAT (Rs. crore) 0.68 0.89

OPBDITA/OI (%) 6.65% 7.17%

RoCE (%) 9.83% 9.04%

Total Outside Liabilities/Tangible Net Worth (times) 2.05 2.12

Total Debt/OPBDITA (times) 4.70 5.65

Interest Coverage (times) 1.69 1.75

DSCR 1.59 1.65
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Key financial indicators - Consolidated (audited)

FY2018 FY2019
Operating Income (Rs. crore) 495.56 566.47
PAT (Rs. crore) 4.07 5.68
OPBDITA/OI (%) 3.98% 3.16%
RoCE (%) 8.83% 7.26%
Total Outside Liabilities/Tangible Net Worth (times) 1.47 1.70
Total Debt/OPBDITA (times) 3.84 6.40
Interest Coverage (times) 1.88 2.29
DSCR 1.77 1.85

Status of non-cooperation with previous CRA: Not applicable
Any other information: None

Rating history for last three years

Current Rating (FY2020) Rating History for the past 3 years
Amount Amount Rating FY2019 FY2018 FY2017
Type Rated Outstanding
Instrument (Rs. crore)  (Rs Crore) B i 2O A P2 E 220 L
. Long [ICRA]BBB- [ICRA]BBB- [ICRA]BB+
1 Cash Credit 18.50 -
ash Lredi Term (Stable) (Stable) (Stable)

Amount in Rs. crore

Complexity level of the rated instrument:

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

www.icra.in 4


https://www.icra.in/Rating/ShowRatingPolicyReport/?id=1&type=new

ICRA

Annexure-1: Instrument details

Date of Amount

Issuance / Coupon Maturity Rated (Rs. Current Rating and
ISIN No Instrument Name Sanction Rate Date crore) Outlook
NA Cash Credit - - - 18.50 [ICRA]BBB- (Stable)

Source: Vishwakarma Refractories Private Limited

Annexure-2: List of entities considered for consolidated analysis

Company Name Ownership Consolidation Approach
Bhuwalka & Sons Private Limited - Full consolidation

Deccan Alloys Private Limited - Full consolidation
Meenakshi Bright Steel Bars Private Limited - Full consolidation
Vishwakarma Refractories Private Limited - Full consolidation

Bhuwalka Castings & Forging Private Limited - Full consolidation
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