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~@Ratings
' Professional Risk Opinion

No. CARE/CRO/RL/2019-20/1108

Mr. Bafagopal D
CFO
Sicagen India Limited
41h Floor, SPICHouse, 88, Mount Road,
Guindy, Chennal 600032

June 12, 2019

Confidential

Dear Sir,
Credit rating for facilities

Please refer to your request for rating the facilities of your company.

2. The follow! ng ratings have been assigned by our Rating Committee:

Facilities Amount Ratlng1 Rating Action
(Rs•.crore]

CAREA4+ AsslgnedShort term Facilities 35.00
(A Four Plus)

CARE BB+; Stable / CAREA4+Longterm/ Short term Bank 45.00 (Double B Plus; Outlook! As~lgnedFadlfties
Stable I A Four Plus)

80.00Total facilities
{Rupees Eightycrore only)

3. Ref~r Annexure 1 for details of rated faclllties.

4. The above rating Is normally valid for a period of one year from the date of our initial communication

of rating to you (that Is June 06, 2019).

5. The rationale for the rating will be communicated to you separately. A write-up (press release) on the

above rating ls. proposed to be issued to the press shortly, a draft of which ls enclosed for your

perusal as Annexure 2. We request you to peruse the annexed document and offer your comments if

any. We are doing this as a matter of courtesy to our c:llents and with a view to ensure that no factual

inaccuracles have inadvertently crept in. Kindly revert as early as possible. In any case, lf we do not

1Comple.te def•'nltlons of the ratings assigned ore available nt ~-vww.careratl'ngs.com and in other CARE"publicotlons.
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hear from you by June 131 2019-, we will proceed on the basts that you have no any comments to

offer.

6, CAREreserves the rlght to undertake a surveillance/review of the rating from tlme to time, based on

circumstances warranting such review, subject to at least one such review/surveillance every year.

7. CAREreserves the right to revise/reaffirm/withdraw the rating asslgned as also revise the outlook, as

a result of periodic review/surveillance, based on any event or information which in the, opinion of

CAREwarrants such an action. In the event of failure on the part of the entity to furnish such

fnformatton, material or clarifications. as may be required by CARE so as to enable it to carry out

continuous monitoring of the rating oft he bank facllltles, CAREshall carry out the revtew on the basis

of best avallable Information throughout the life time of such bank facilities. In such cases the credit

rating symbol shall be accompanied by 11ISSUERNOT COOPERAT1NG".CAREshall also be entitled to

publicize/disseminate .all the afore-mentioned rating actions in any manner considered appropriate

by it,without reference to you.

8. CARE ratings do not take into account the sovereign risk. if any, attached to the foreign currency

loans, and the ratings are applicable only to the rupee equivalent of these loans.

9. Users of this rating may kindly refer our website www.careratlngs.com for latest update on the

outstanding rating.

10. CAREratings are not recommendations to sanction, renew, disburse or recall any bank facilities.

11. Ifyou need any clarlflcatlon, you are welcome to approach us in this regard. We are indeed, grateful

to you for entrusting th ls assignment to CARE.

Thanking you, Yours faithfully,

F"i~?.
Kannan M
Analyst

kannan.m@carerattngs.com

\.0-d~
Vidhyasha~kar C
Senior Manager

vidhyashankar.c@careratings.com
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Encl.: As above

Disclaimer
CARE'sratings are opinions on credit qu.~lltyand are Mt recommendations· to sanction, renew, disburse or
recall the concerned bank facillties or to buv, sell or hold any security. CAREhas based Its ratings/outlooks on
Information obtained from sources believed tty 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 errorser
omissions or for the results cbtalned from tlie use of such lnforrnatlon. Most entities whose· bank
facflitles/instruments are rated by CAREhave paid a credit rating fee, based on the amount and fype of bank
factlit ie!i/instwments.
In case Qf partnership/proprietary concerns, the rating/outlook assigned by CARE is based on the t:apl_tat
.deployed by the partners/proprteror and the flnan·clal$lrength of the firm. at present, The ratlng/outloo~ may
undergo change In case ofwlthdraWal of c,apitalor the unsecured loans brought In by-the partners/proprie.tor In

' ..
addition to the fimmdal performance and·other relev;;int fa<.:tors,
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Annexure 1
Details of Rated Fa.cilrties

1. Short term facilities

1.A.Fundbased limits
Sr. se. lender Facility Rated Amount

(Rs. Crore)
1. Axis Bank Channel Financing 20.00
2. Tata Capital Financial Services ttd Channel· Financing 15,00

Total 35.00

Total short term facilities (1.A.) Rs.35.00 crore

2. Longterm /Short term Facilities

2.A. Fundbased limits
Sr. No. Lender Nature of Facility Rated Amount"

(Rs~crore)
l. Andhra Bank Cash Credit 37.00

Total 37.00
"Includes sub-limit of Rs.5 e:rore of Letter of Credit (LC} and Rs.2crore of Bllls discounting

2.B. Non Fund based limits
Sr. No. Lender Nature of Fadllty Rated Amount

(Rs. Crore]

1. Andhra Bank Bank Guarantee .S.00
Total s.oo

v Total long term/short term facilities (2.A.+2.B.) RS.45.00 crore
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Annexure 2
Press release

Sitagen India Umited

Ratings
Facilities Amount Rating1 Ratlng Action

(Rs.crore)
CARE A4+

AssignedShort term Facilities 35.00
(A Fout PllJS)

CARE BB.+;.Stable /CARE M+Long term/'Short term Senk
4S,OO (Po"ble B Plusi outlook: St11ble I AssignedFacillites

A four PlusJ
80.00Total facilities

{Rupees Eightycrore only)
D.etaf/s qf instruments/faciJlties fnAnf?eXtire•l

Detailed Rationale & Key Rating Drivers

The ratings assigned to the bank facflfries of-Sicog·en India utnlred {Sil} are canstroined ~Y low profitabilfty mornirrs due to

majorfy trading businessresulting fn moderate debt coverage in.cficators and working copital intensfite oatore of operations.

The rptings are /v.rther constrained by the susceptibility of the pra/lt rnorgfns to the Inherent·volatility associated with tr'oded

goods orice:ond its presence in the highly competitive & fragmented Industry.

7'heratit'lgs, however. derive slrength from the diversified revenuestream to an extent ond comfortable capital structure.

Going forword, ability of the comporw-to improve profitability & acauats, maintain comfortable clipital structure, improve

debt coveragemettles and mointolr: prudence In iflvestments intts reiated group entities will be the key rating sensitivities.

Detailed descr[ptlon of the key rating drivers
Kev R~tlog Weaknesses

Low profitability morgins leading to moderate debt coverage metrtcs

During FY19, Stl's total income on consolidated basis grew 10.9% y·o·y to Rs.826 crore from R,s.74S crore tn FY18, driven by

the growth In subsidiary Wilson Cables Pvt. Ltd's business. PBlLDTmargin stood low at 1.10% in FY19 (PY: 1.13%), due to

trading nature of business and contlnuing losses at another subsJdlary Danish Steel Cluster Pvt. ud. For FYl9, PATwas Rs.0.1

crore (PY: Rs,1.1crore) and GCA was ~s:6.4 crore {PY: Rs.6.4crore). Due to low cash accruals, the company's debt coverage

metrics remarn moderate. interest coverage lndicatcr rernatned low at 1.00>: (PY: 0.93x) for FY19and total debt/GCA stood at

18.52 years as on 31 March 2019 (PY! lS.21 years). The company depends on other income sources such as interest Income,

V dividend income, and liquid investments to service its debt cbllgations.

Working capital Intensive notute of operations

The nature of the business undertaken by Sll, Is working sapltal intensive given that majority of business being trading, Jn

bull'd1ng materials division, the company offers credit period of 60-90 days to Its customers, while It receives credlt period of

around 30 days from the suppllers. On the consottdated basis, working capital cycle remains stretched at 102. days as on

March 31, 2019 (PY:109 days} due to high credit perlod given, to.the customers to support sales,

1Compfctc definition of the rolings os_~fgned are available qt www.(grer?ltrngs.com ond other CAREpublications

1



SuscieptibiUtY of margins to volatility In price of steel products

Nea(ly 50% of the SIL's income is derived from t~ding of steel plpes and other steel products. The steel industry Is cycl!cal in

nature wlth ccrrelatlcn to economic cycle; hence earnings remain susceptlbla to fluctuations In steel prices. The company

procures .steel products from the suppliers based on expected demand and arenet completely backed by orders. Therefore,

the company hes to absorb any fluctuatiom Jn ttaded goods' prices that rnlght occur from the time of material procurement

lln1ll ~ispa.tch ta.customers,

CompetWan from unarg'1nl1td players

The. presence of many unorganized players and the fragmented nature of the building materials. Industry pose a challenge to

Sil, With respect to bullding matertals dlvlslcn, Sll has long-standing relatlonsh1p with majority of lts suppliers and has strong

netwctk of.25 sales.offlces cum warehouses 'across India. SIL sourcesmaterials from different manufacturers and supplies to

its customers. Major suppliers include TATA,JSW, Jindal and Steel Authority ~f India in steel·& plpes: FinO.lex in cables; Jain,

Astral an(l Afay in PVC; Dalmia and Penna ln cement, while its customer base Includes contractors, buildefs and industrial

buyers. Despite that due to low entry barriers, the industrv remains highly competitive, resultinE in intense price

competlti(ln.-SIL's other major business divisions- manufacturing of cables, drums and spedalty chemicals, arealso exposed

to competttton from other market players and unorganized players.

Key Rating Strengths

Divet"$ifted revenue streom
Sit, on a consohdated basis has a -diversified stream of revenue with trading goods contributing around 70% and

rnanufacturlng goods contrlbutlng around 2.8%to the consolid~\ed totai lncome for fY19. In terms ·ot divisions, building

rnaterlals tradin.g division contribute 6-8% (PV: 66%); cables manufacturing dtvlsion contribute 19% (PY: 19%) and rest of

income are from manufacturing of specialty chemicals & drums; steel fabrication and trading & servicing of governor

instruments; Dlverslty in trading & rnenulsctunng portfol1o lessens the company's concentratlcn risks as well cyclic.aliW

associated wltha partlcular commodity or industry.

Comfortrible capitcil strvct1.1re

The capital structure of the company remains comfortable with healthy Net worth of fK381 crore (as on March 31, 2019)

and low lev,eq1ge levels. As on Marc:h 31, 2019, the overall gearlng stood at 0.3lx (PY:0.25») and LT Debt.Equity ratlo stood at

Cl.02x (PY: O.C3x}.Out of the total debt as on March 31, 2019 (Rs;l18 crcre). working capltal borrowing constitutes 92% and

remalnlng i$ term debt.

Liquidity profile

V On a standalone basis, total cash & bank balance,stood at Rs.52.S crore as on March 31, 2019 as against Rs.B.1 crore (JS on

March 31, zoia The increase in cash balance ls primarily due to the sale of a land asset amounting Rs.42 crore in H2FY19,In

the past 12 months period ended April 2019, average utililation of its cash credit facility stood at 69. 70% <ind maximum

utlllzatlon stood in the range of 55.69% to 95.23%.

An<1lyti~al approach: Consolidated frnanclals of Slcageo India Limited {SIL) along with its wholly~owned subsldtarles Wiison

Cables Private Limited (WCPL). Danish Steel Cluster Private Limited {D5CPL)and South lndh1 House Estates and Properties

Limited. For FY19, Sil contributed 65%, WCPL 32% and DSCPL3%, to the consoltdated revenue of SIL.

Applicable Criteria
<;riteri@ gn as·signing'outlook' and 'credit watch' to Creqit Rati.ag5
~atlngCrlterla - Short Term lnstrumenh
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9.RE's Polf9' oo Qefault Recognltlon
,Bating Mt!:thodology.Manuf:jlcturing Companies
Ratfng Methodology·, Wbolesale Trading
.Financial ratio~ (Non-Fjnanc:ial Sector}

A~oc.itthe Company

Skagen India Limited (Sil) is a public limited cornpenv (listed on NSEand SSE), incorporated in June 2004. SILwas de-merged

from Sical toglstlcs Umlted with effect from October 1, 2006. SIL is part of AM International .group, Slng;;1pore (MA

Chidambarnm group). SIL .eperates across diversified businesses incloding trading of building rnaterlals (majorlv steel

pipes/tubes, TMT bats & cables), sales & servlelng of governor instruments ~nd manufacturing of drums, barrels, boats &

speclalty chemicals, SIL has manufacturing units for specialty chemicals (In Pondfcheny) and drums (InChennai).

SILhas 3 subsidiaries ~WilsQn Cables Private Limited {WCPL),a Singapore-:<basedmanufacturer o(eables for lndustrlal and

other critical applications; Danish Steel Cluster Private Ltd {OSCPL), ii Oengafuru-based company specializing in precision

Tot;:il tncome
PB!LOT a I 9

ii 0.1

o.zs 1 0.31
0.93 1.00

PAT
_Q.~~tallgearing (times)
Interest coverage (ttmes

A: Audited "fY19 fina"nCl(1/ results submicred by the company ta (lie stock exchanges

Status of non-cccperatlon with previous CRA:Not Applicable

Any other information: NotApplicable

Rating History for last three years: Please refer Annexure-z

Note on complexity levels of the roted /nstrvment; CAf/.f hos clossf[led Instruments rateo' by rt on me bosf.Sof comotem». This
cfassl]iwtion fs oitailoble at www.careratlngs.com. fnvestors/morket intermediaries/regu/afor~ or others are welcome to write
to corc@ccreratlngs_com for any cloriffcations.

Analyst Contact;
Name: Mr. Sudhakar P
Tel:0~4 - 2850 1003

l/ Email: p.sudhakar@careratlnes.com

•'for detailed Rationale Report and subscrlptlcn Information, please contact us at www.careratlngs.oom

About CARERatlne~;

CARERaH.r.e~comrnenc:erJepcrattcns ln AprH 1993 and 011er two decades, it has established Itself iis Clnebr the le~clh1ecredit1'<1tln.(!;igencles In lndla. CARE
~s re6istered wjth lhe Secrurltles <ind Elo:thal'lg~ llelard of ~ndia (St!lil and also recognlzed as an External Credit f,sses~ment ln~lit\.llion (ECAI! by tl'te P..e$CNe
HJnk of India !fl.DI).C.\RE Ra1lnt15Is pro11dot ii~righ~fol place in the. Indian capital market built Mllutui investor conflctenc.e. CARE l\atlngs pTQvldesthe entire
spectrum oJ credit rallni; that hi:!lps th~ corporates 10rillse c;lplrnl flir 1heir varicus requlrernents and assists the lri\/f!storsto form an lnformeo in11ewnent
decision based on the· credit risk and their own ti~IHe.lum c.11pcttalions. Our r~tlng <1ndSf'!ding servlce 4lffodngs. lever~ge l)Ut domain and anill1•tl<:;)I
c.~P.cttlSUbackl!d bYthe methodolqgleS<Qnj\rU r.ntwiththe lmernationa! be~tpractltE!!..

Oi5cl;tlmer
C/\Rfs r;;~ings ;ire apinions on tredit quality and .ara no] recommendatlons to sancttcn, renew, dl>b11n;'!1'or recall the concerned ban~ facilities or to bw. sell
or bof.tia.ny securhy-. CARf hils based it$ rating$/ll1J11ook~on information obtained Irom seurces belle11ed' by It to be ~''\JfiHe an\f reliable. CARE does not,
hawEver, ~u<11~~ntMthe .:ircur.ic;i, .~tf~q.uacyor c.omp1Hene5s Qf ~ny iriforrnatk.m and is not tespon~lblc for ;my errors.or omluk~nsor for the results
Olll<!!OCd ff(}m the Ure of .sud>information. Most antltles whose· bank facllltl<.'S./inStfUrnents ··i\ref<lled by CARE have paid a ctedit f<ltirltl too. based on th.e
amount and type pf banl: fa~iiltlcs/lr~struments.

In C<J~cof PMln~tshlp/vropnetwf concern>, th(' ra~lng /outlook assi;gnt!d bv CA~E:ls based on the '~pital de"ploved bv thl'.! p<'lrtn.ets/prop1ietor ancl tht
finan62I s\reoc.th ()fl!iefl~m at ptc~e11t.lhc r~ti~g/outloo~ ma·~·1,1nder&<lchange In t:as@of wilhclr;iwill of tapit;il onhe un~ecured loam brought in b·~lh<.' I
partn~r;./p.ro1:metor In <iddrticn to the (in~ntial perform~n~c;md other relevant factors,
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