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January 27, 2020

Bombay Stock Exchange Limited | National Stock Exchange of India Limited
Floor 25, P | Towers, “EXCHANGE PLAZA”,

Dalal Street, Bandra — Kurla Complex,

Mumbai- 400 001. INDIA. Bandra (East), Mumbai- 400 051. INDIA.
Sir/Madam,

SUB: INDIA RATINGS AND RESEARCH (IND-RA) HAS PLACED LONG-TERM
ISSUER RATING OF ‘INDA’ ON RATING WATCH NEGATIVE (RWN)

We hereby inform that India Ratings and Research, A Fitch Group Company has placed
Company’s Long-Term Issuer Rating of ‘IND-A" on Rating Watch Negative (RWN). The
Outlook on the earlier rating was Stable. The instrument-wise rating actions are as follows:

Instrument Type Size of Facilities | Rating/Rating Watch | Rating Action

Fund-based limits Rs. 50 Crores IND A/RWN/IND Placed on RWN
A1/RWN

Non-fund based limits | Rs. 128.8 Crores | IND A1/RWN Placed on RWN

A copy of Press Release is enclosed herewith.
Thanking you,

Yours faithfully,

GALLANTT METAL LIMITED
GALLANTT METAL LIMITED

Cempany Secretary
Arnab Banerji

(COMPANY SECRETARY)
Encl: As above.

GALLANTT METAL LIMITED
Office : Ward-10 BC, Plot No. 123, Ground Floor, Gandhidham, Kutch, Gujrat-370 201, Tel. : 02836-395626 / 395636 Fax: 02836-235787
Works : Near Toll Gate Village - Samakhyali, Taluka-Bhachau, Kutch - Gujrat, Tel.: 91 98 795 60878, Fax : +91 2837 283690
Registered Office : "GALLANTT HOUSE", I-7, Jangpura Extension, New Delhi -110 014
Telefax : 011-45048767, E-mail : gmi@gallantt.com, Website : www.gallantt.com
Corporate Identification No. : L27109DL2005PLC350524
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A Fitch Group Company

India Ratings Places Gallantt Metal on RWN

. 7 By Shradha

India Ralings and Research (Ind-Ra) has placed Gallantt Metal Limited's (GWL) Long-Term Issuer Rating of ‘IND A on Rating Watch
Negative (RWN}. The Outlook on the earlier rating was Stable. The instrument-wise rafing actions are as follows:

Fund-based limits - = - INRB0O IND ARVWINAND Flaced on
ATFRWN RWN
MNon-fund-based - - - INR1.288 IND AT/RYWN Placed on
limits RWN
KEY RATING DRIVERS

e RN reflects the approval of a Scheme of Amalgamation of Gallanit ispat Limited {(GIL), AR Commercial Company Limited, Hipoline Cornmerce Private
Limited, Richie Credit and Finance Private Limited and Lex BExports Private Limited, all of which are ransferor companies, with Gallantt Metal Limited (ransferee
company) by GVL's Board on 18 January 2020,

"The amalgamation is subject to approval from National Company Law Tribunal, Securiies and Exchange Board of India, BSE Limited, National Stock Bxchange
of India Limited, shareholders, creditors and other statutory authorities as may be required. As per ihe management, such approvals will teke sixlo-nine months.

The RWN also factors in the fact that the consolidated business profile would continue to be skewed towards thermo-mechanically treated (TMT) bars
3 ted for around 95% of the revenue as per FY18 financials ). which is a highly commaoditised product. and hence, the company's profitability margins ars
:k( ly fo remain wiatile, as evident rom the EBITDAmargins reporled during SMFY20 by GML and GIL. Additionally GlL's profitability is likely fo be structurally
iower than historical levels due to the expiration of freight subsidy benefils in FY18. Until FY18, GIL had been booking this income in the profit and loss account;
however, the recovery against such freight subsidy receivable from the govemment of Uttar Pradesh has not happened as vet. Aso, the impact of ihe
amalgamalion on the entity's consolidated financial profile would be a key monitorable,

Subsequent to the Supreme Court's ruling in GIL's favour on 21 August 2018, Gl expects capitalfreight subsidy amounting to INR3260.9 million (excluding the
interest accrued on the delayed disbursal of the subsidy) to be released by the government of Uttar Pradesh in 40FY20. This could have a positive impact on the
credit profile. However, the timing of the receipt continues to be uncertain, in ind-Ra’s opinion. Furthermore, both GML and GIL have planned large capex (G —
INRY Billion by FY20; GIL — INRS.T hillion by FY24-FYZ25) to increase the rolling capacity by 78%-80% 1o around 1.08 million metric tonnes per annum on a
group level by ?—'Y‘24AFY¢Z{/, ths:y could increase the leverage of the combined entity As the companies o be amalgamaled are in the same line of business, the
combined entity might be able to benefit rom economies of scale and swergies. However, these advantages could take time o reflect.

Post the amalgamation, GML's promoter shareholding shall reduce o 59.43% from 67.23%. After the scheme comes into effect, the shareholders will not
receive any cash consideration, but will be given equity shares in GVL in defined exchange ratios for every share held in each of the transferor companies. At
end-December 2019, GML held 26.68% stake in GIL, while GIL held 48.53% stake in GML. Also, Hipoline Commerce Private Limited is a promoter shareholder
in GVL. Additionally, Richie Credit and Finance Private Limited and Lex BExports Private Limited were classified as public shareholders as per the shareholder
disclosure of GML for the guarter ending December 2019. AAR Commerdial Company Limited too was classified as a public shareholder in GIL. In FY19, GML
pravded a loan of INR100 million to Nihon Impex Prvate Limited, which is also dassified as a public shareholder in GIL and had provided advances worth
INRG0D million to GIL In FY18.

The revenue of the amalgamated business is estimated o be around INR23 billion in FY19 (2.15x of GW's standalone FY18 revenue). GMs revenue dedlined
by 17.5% yoy to INR6,576 million in 9MFY20 owing to a correction in realisations and decline in volumes, resulting from an overall subdued demand for steel
preducts. Moreover, EBITDAmarging fell sharply to 2.8% in SMFY20 (9N‘P;’19 13.1%) owing fo a steady drop in the realisations of TMT bars against sustained
raw material prices. *

ind-Ra ex;aec*ﬁ GMU's operating performance to remain subdued on a yoy basis in FY20 in view of a drop in average TMT realisations. While TMT rf:ahscaﬁoam
t from mid-December 2018, the EBITDAmargins are likelyto be below 5% for FY20, lower than Ind-Ra's initisl expectat
arg-term fabilides on the balénce sheet, GML does not have any repayment obligations. Furthermore, GM's average utilisatio
rmifiion) stood at arcund 67% over the 12 months ended December 2019, providing significant liquidity cushion.
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RATING SENSITIVITIES

The RWN indicates that the ratings may be affirmed or downgraded upon resolution. ind-Ra will resolve the raling watch by July 2020, by when there would be
clarity on the consolidated operational and financial profile post the scheme of amalgamation.

COMPANY PROFILE

GML, incorporated in 2005, is a partially integrated re-rolled products (TMT bars) manufaciurer with an in-house sponge iron and mild steel billets production.
: i are backed by 100% captive power generation (33MW). GVL is promoted by Chandra Prakash Agrawal and is listed on the Bombay Stock
ge ard the National Stock Bxchange.

HNANCIAL SUMMARY

Net revenue (INR miflion) 8,576 10,638 8456
EBITDAR {INR million) 184 1,247 865
EBITDAR margin{(Yo) 2.79% 11.72% 10.23%
EBITDAR interest coverage (x) 3.20 2081 13.18
Netadjusted leverage () 464 0.41 0863
Source: GVL., Ind-Ra

RATING HISTORY

lssuer rating Long-term - IND ARVWN IND AStable IND A/Stable IND A/Stable
Fungd-based Long-ternyShort- INRBDO IND A/RVWNIND IND IND IND A/Stable/IND
fimits term AHRWN AStable/IND A1 | AStablediND Al At
Non-fund-based Short-ferm INR1,288 IND AT/RWN IND At IND A1 IND A2+
fimils

COMPLEXITY LEVEL OF INSTRUMENTS

For details on the complexity level of the instruments, please visit niins
SOLICITATION DISCLOSURES ;

Additicnal information is available at wwwindiaratings.co.in. The ratings above were solicited by or on behalf of, the issuer, and therefore, India Ratings has
been compensated for the provision of the ratings.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other person, to buy, sell, make or hold any investment, Joan or security or to
undertake any investment strategy with respect fo any investment, loan or security or anyissuer.

ABOUT INDIA RATINGS AND RESEARCH
About Inglia Ratings and Research: India Ratings and Research (Ind-Ra) is India's most respected credit rating agency committed to providing India's credit

markets accurate, imely and prospective credit opinfons. Built on a foundation of independent thinking, rigorous analyics, and an open and balanced agproach
towards credit research, Ind-Ra has grown rapidly during the past decade, gaining significant market presence in India's fixed income market.

Ind-Ra currently maintains coverage of corporate issuers, finandial institutions (including banks and insurance companie casing companies,

managed funds, urban local bodies and project finance companies.
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Headquartered in Mumbai. Ind-Ra has seven branch offices located in Ahmedabad, Bengalury, Chennal, Delhi, Hyderabad, Kolkala and Pune. Ind-Ra is
recognised by the Securities and Exchange Board of India, the Resene Bank of india and National Housing Bank.

India Ratings is a 100% owned subsidiary of the Fitch Group.

For more information, vsit

DISCLAIMER

ALL CREDIT RATINGS ASSIGNED BY INDIARATINGS ARE SUBJECT TO CERTAIN LIMTATIONS AND DISCLAIMERS. PLEASE READ THESE LIMTATIONS AND
DISCLAIVERS BY FOLLOWING THIS LINK: HTTPS/AWMAMNDIARATINGS COINRATING DEFINITIONS. IN ADDITION, RATING DEFINITIONS AND THE TERMS
OF USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY'S PUBLIC WEBSITE WY INDIARATINGS COIN. PUBLISHED RATINGS, CRITERIA AND
METHODOLOGIES ARE ANLABLE FROM THIS SITE AT ALL TIVES. INDIARATINGS' CODE OF CONDUCT, CONFIDENTIALITY, CONFLICTS OF INTEREST,
AFFILIATE FIREWALL, COMPLIANCE. AND OTHER RELEVANT POLICIES AND PROCEDURES ARE ALSO AVAILABLE FROM THE CODE OF CONDUCT
SECTION OF THIS §iTE
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