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CARE REVISES THE STANDALONE RATINGS ASSIGNED TO BANK FACILITIES OF
SURYA GLOBAL STEEL TUBES LIMITED
AND REAFFIRMS THE RATING ASSIGNED TO THE GUARANTEED DEBT

Ratings
A
Facilities motint Ratings1 Remarks
(Rs. crore)
| Long term Bank Facilities 239.71 CARE BBB+ Revised from CARE
& [Reduced from 303.44] (Triple B Plus) BBB [Triple B]
CARE A3+ Revised from CARE
Il h Bank Faciliti 21
Short term Bank Facilities 3 (A Three Plus) A3 [A Three]
16.56 CARE A- (SO)
1} Long term Bank Facilities * ) [Single A Minus Reaffirmed

[Reduced from 34.99] (Structured Obligation)]

Total Facilities 469.27
(Rupees Four Hundred Sixty
Nine Crore and Twenty
Seven lakh only)
* Backed by unconditional and irrevocable corporate guarantee from Surya Roshni Ltd (rated ‘CARE A-/CARE A2+’).

Rating Rationale

The revision in the ratings assigned to the bank facilities of Surya Global Steel Tubes Ltd (SGSTL) factor in the
improvement in the financial risk profile of the company in FY15 (refers to the period April 01 to March 31) as reflected by
healthy volume growth and improved profitability margins. The ratings continue to derive strength from the experience
and established track record of the promoters in the steel pipes industry and the diversified client base of the company.
These rating strengths, however, are partially offset by the working capital-intensive nature of its business operations and
the exposure of the company to raw material price fluctuation risk.

Going forward, SGSTL’s ability to profitably scale up production through entry into new export markets and forward
integration without any adverse impact on its capital structure along with effective working capital management shall be
the key rating sensitivities.

The rating assigned to the term loans (S. No Ill in the above table) take into account the credit enhancement in the form
of unconditional and irrevocable corporate guarantee extended by Surya Roshni Ltd (SRL; rated ‘CARE A-/CARE A2+').

The ratings for the bank facilities of SRL continue to draw support from the experienced promoters, consistent track
record of profitable operations of the company, established brand name with a well-developed nation-wide marketing
network and diversified product profile of the company. The ratings also factor in the fully backward integrated
operations in the lighting division and reducing exposure to the group company.

These rating strengths, however, are partially offset by modest operational performance in FY15, its working capital-
intensive nature of business operations and cyclicality inherent in the steel business. The ratings also take cognizance of
the efforts of the company to change the debt mix to improve the debt repayment schedule and the cost of borrowing
leading to improved liquidity profile; nonetheless, the gearing continues to remain at moderate levels.

Going forward, the ability of SRL to improve its profitability and capital structure and effectively manage its working
capital requirements would remain the key rating sensitivities.

Background

SGSTL, established on May 9, 2008, is a Surya Roshni group company. Surya Roshni Limited (SRL; rated ‘CARE A-/CARE
A2+’) holds 27.93% stake (equity and preference shares) in SGSTL as on March 31, 2015, while the rest is held by
promoter group companies of SRL. SGSTL is engaged in the manufacturing of Electric Resistance Welded (ERW) steel
pipes and American Petroleum Institute (API) grade spiral and ERW pipes. These pipes find utility in the oil & gas industry,
agriculture, water transportation and civil construction. The manufacturing facility of the company is located at Kutch,
Gujarat. The company started commercial operations in January 2010 for spiral pipes. The company started production of
ERW pipes in June 2010, and ERW pipes of API standard in July 2011. The company had an installed capacity of 60,000
metric ton per annum (MTPA) of spiral pipes and 200,000 MTPA of ERW pipes as on March 31, 2015.

The company reported total income of Rs.793.46 crore and net profit of Rs.10.42 crore during the 12-month period
ended March 31, 2015 as against Rs.1,139.02 crore with a PAT of Rs.10.20 crore during the 18-month period ended
March 2014. During Q1FY16 the company reported a PAT of Rs.2.57 crore on an operating income of Rs.214 crore.

! complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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About the guarantor (Surya Roshni Ltd, SRL)

Surya Roshni Ltd (SRL), promoted by Mr JP Agarwal, was incorporated in 1973 as a manufacturer of Electric Resistance
Welded (ERW) pipes, sold under the brand name of ‘Prakash-Surya’. In 1985, SRL diversified into lighting products with
the manufacturing of General Lighting Systems (GLS) and Fluorescent Tube Lamps (FTL) sold under the brand name
‘Surya’. It started the production of Compact Fluorescent Lamps (CFLs) in 2007. SRL has two business divisions — steel
division and lighting division. The manufacturing facilities for ERW pipes and CR sheets are located at Bahadurgarh
(Haryana) and Malanpur (MP). The manufacturing unit for CFL, GLS and FTL is situated in Kashipur (Uttarakhand) and
Malanpur (MP). The company is also engaged in the manufacturing of Poly Vinyl Chloride (PVC) pipes at its manufacturing
facility at Kashipur. The company had an installed capacity of 66 million per annum CFLs, 192 million per annum GLS and
10 million per annum Light Emitting Diodes (LED) as on March 31, 2015. In the steel division, SRL has an installed capacity
of 345,000 MT for varied sizes of pipes and 115,000 MT for CR strips and sheets. The company also entered the fans
segment in FY14 and home appliances segment in FY15.

In FY15, the company achieved a total operating income of Rs.2,861 crore and PAT of Rs.54 crore as against a total
operating income of Rs.3,034 crore and PAT of Rs.53 crore in FY14. During the quarter ended June 30, 2015, the company
reported a total operating income of Rs.731 crore and net profit of Rs.12 crore.
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**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.

Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from sources believed
by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor
and the financial strength of the firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans
brought in by the partners/proprietor in addition to the financial performance and other relevant factors.
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