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Rating Rationale
July 04, 2023 | Mumbai

SG Finserve Limited
Rating outlook revised to 'Positive'; Ratings reaffirmed; rated amount enhanced for Bank Debt

 
Rating Action

Total Bank Loan Facilities Rated Rs.1000 Crore (Enhanced from Rs.500 Crore)

Long Term Rating CRISIL AA (CE) /Positive (Outlook revised from 'Stable';
Rating Reaffirmed)

Long Term Rating& Provisional CRISIL AA (CE) /Positive (Assigned)

Short Term Rating CRISIL A1+ (Reaffirmed)
 

Rs.100 Crore Commercial Paper CRISIL A1+ (Reaffirmed)
& A prefix of 'Provisional' indicates that the rating centrally factors in the strength of specific structures, and is contingent upon occurrence of certain steps or
execution of certain documents by the issuer, as applicable, without which the rating would either have been different or not assigned ab initio. This is in compliance
with a May 6, 2015 directive 8Standardizing the term, rating symbol, and manner of disclosure with regards to conditional/ provisional/ in-principle ratings assigned by
credit rating agencies' by Securities and Exchange Board of India (SEBI) and April 27, 2021 circular 8Standardizing and Strengthening Policies on Provisional Rating
by Credit Rating Agencies (CRAs) for Debt Instruments9 respectively by SEBI.
Note: None of the Directors on CRISIL Ratings Limited9s Board are members of rating committee and thus do not participate in discussion or assignment of any
ratings. The Board of Directors also does not discuss any ratings at its meetings.
1 crore = 10 million
Refer to Annexure for Details of Instruments & Bank Facilities

Detailed Rationale
CRISIL Ratings has revised its outlook to 8Positive9 from 8Stable9 and assigned its 8Provisional CRISIL AA(CE)/Positive9
rating to the enhanced bank loans facilities of Rs 500 crore of the company while reaffirming the ratings of 8CRISIL
AA(CE)/Positive/CRISIL A1+9 on the bank facilities of Rs 500 crore and debt instruments of SG Finserve. The change in
outlook follows the similar ratings action of the parent, APL Infrastructure Pvt Ltd (AIPL; 'CRISIL AA/Positive/CRISIL A1+').
 
The 8CRISIL AA (CE)9 rating is based on the strength of an unconditional and irrevocable corporate guarantee backed by a
defined payment mechanism by the APL Apollo Group entity, AIPL. The rating on certain facilities will remain provisional and
will be converted into a final rating upon receipt of the final executed documentation. The guarantee-backed rating factors
in the proposed unconditional and irrevocable corporate guarantee by AIPL. AIPL will also monitor the cash flow of SG
Finserve to ensure all debt obligations are met on the due date. The debt of SG Finserve is also considered in the credit
profile of AIPL.
 
Further, if there is a devolvement of corporate guarantee, AIPL will be able to honor its obligations. AIPL has sufficient
financial flexibility by way of a total stake in APL Apollo Tubes Limited (AATL), the flagship entity of the group to the tune of
28.13%, translating into a market value of Rs 10,300 crore as on June 28, 2023.
 
SG Finserve is a group company of the APL Apollo group, whose flagship company is APL Apollo Tubes Limited. Currently,
the promoters directly hold around ~50.88% stake in the company. The promoters of APL Apollo group acquired SG
Finserve in 2022.
 
The unsupported long-term rating and short-term rating reflect the standalone business and financial risk profiles of SG
Finserve along with expectation of strong support from APL Apollo group. Post the acquisition, the promoters have infused
Rs 545 crore of equity in the company as on March 31, 2023 and have additional plans to infusing equity to the tune of ~ Rs
150 crore in the next round of equity infusion which is expected to complete in first half of fiscal 2024.
 
SG Finserve, an NBFC, was started to cater to the funding requirements of the dealers of APL Apollo Tubes in its first phase
of growth plans. Further, SG Finserve also started funding the vendors of APL Apollo Tubes. This is expected to support the
overall working capital cycle of the flagship entity, APL Apollo Tubes. In the next phase of growth, SG Finserve intends to
cater to the distributor network of the dealers. The company started it operations in September 2022 and has till March 31,
2023 has cumulatively since inception disbursed Rs 6444 crore with a total cumulative collections of Rs 5469 crore. The
AUM as of March 31, 2023 was Rs 975.5 crores. The delinquencies remain nil. The strategic importance of SG Finserve to
the overall group therefore remains very high. Further, the group will extend support to SG Finserve in terms of details
around the dealer network which would form a critical component of the underwriting process as well as enforce stop supply
in the event of any delay from the network of APL Apollo. CRISIL Ratings expects managerial, operation and financial
support to SG Finserve to continue over the medium term.

Analytical Approach



CRISIL Ratings has analysed the standalone business and financial risk profiles of SG Finserve along with expectation of
strong support from APL Apollo group. The APL Apollo group comprises of the flagship operating company APL Apollo
Tubes Limited (AATL) (rated: CRISIL AA/Stable/CRISIL A1+) and its holding company AIPL.
 
The ratings are based on CRISIL Ratings' criteria for rating instruments backed by guarantees. The 'CE' (credit enhanced)
suffix reflects the payment structure, which is designed to ensure full and timely payment to lenders on account of the
corporate guarantee by AIPL.

Key Rating Drivers & Detailed Description
Strengths:

Continuing, unconditional and irrevocable corporate guarantee by AIPL
The credit-enhanced ratings of SG Finserve are based on an unconditional, continuing, and irrevocable guarantee from
AIPL. The payment structure is designed to ensure full and timely payment to the lender. The proposed guarantee also
contains clear mechanism for ensuring repayments to the lenders on the due date by way of well-defined structure. The
proposed structure entails that SG Finserve, fund the repayment account atleast at t-2 (t being the due date) days prior
to the due date, failing which the guarantee will be invoked by lenders and AIPL will have to fund the account by t-1,
thus ensuring the repayments happen on due date. Effectively, the guarantor, AIPL, will pay, on the due due date, any
amount due and payable by SG Finserve in relation to these instruments, in case of any shortfall in account balance
one day prior to debt repayment date by SG Finserve. The guarantee and undertaking together cover the principal,
interest and other amounts payable under the loan. The provisional rating is based on the confirmation by the client to
share the required documents in line with the structure submitted to CRISIL Ratings, post which the provisional rating
will be converted into a final rating.

 
Strategic importance to the APL Apollo group
APL Infrastructure9s total stake in APL Apollo stands 28.13%, translating into a market value of Rs 10,300 crore as on
June 28, 2023. Market value of the stake is healthy compared to its total debt cap of around Rs 1,160 crore (Rs 160
crore as on March 31, 2023, and corporate guarantee of Rs 1,000 crore provided to its group company- SG Finserve
Limited- Rated CRISIL AA(CE)/ Positive/ CRISIL A1+) leading to a cover of 9 times.

 
APL Apollo continues to be the market leader in the ERW pipes segment with a current capacity of 41 lacs and revenue
of Rs 16,000 Crore. In the fiscal 2023, APL Apollo registered revenue growth of ~24%, primarily driven by 30% volume
growth. Earnings before interest, tax, depreciation, and amortisation (Ebitda) per tonne improved to ~Rs 4,500 from ~Rs
3,000 per tonne pre-Covid, given addition of value-added products to the portfolio. Financial risk profile remained
strong, backed by healthy capital structure as indicated by debt to Ebitda ratio of 0.8 time for fiscal 2023. Debt
protection metrics remained strong interest coverage ratio of above 15 times in fiscal 2023.

 
SG Finserve will primarily be engaged in the activities of channel financing for the dealers of AATL and further expand to
offering the same to the retailers. Further, the NBFC will also provide bill discounting facilities to the creditors of AATL.
The facilities offered will be for a tenor of upto maximum 90 days with an ROI of 12% to 15%. In addition to the
proposed corporate guarantee to be given by AIPL, to SG Finserve, the NBFC will also be benefitted by way of Letter of
Comfort from AATL. SG Finserve has started its operations since September, 2022 and has disbursed over Rs 6444
crore till March 31, 2023. CRISIL Ratings believes that the NBFC will benefit from the comfort provided by the group
entities and promoters in the form of cost of borrowing.

 
SG Finserve will have strong operational synergies with AATL and its subsidiaries and will only lend to the dealers and
vendors of AATL in the near term. Also, the entity will share the same treasury team with AATL and since the borrower
base for SG Finserve is linked to AATL there will be negligible marketing expense thus reducing the overall operating
expenses. AATL9s sales and marketing team will also look after the collections of SG Finserve in the current stage of
operations. SG Finserve will also integrate its systems with AATL to get timely data on the sales done to the dealers and
the overall outstanding, also a stop-supply arrangement will be maintained, wherein the supply to the dealer will stop in
case there is an overdue. Even in case of loans to retailers, there will be system integration and stop supply
arrangements with the dealers wherein the dealers will also provide an FLDG of upto 20% for the loans given by SG
Finserve. Further, the promoters over the long term will continue to hold atleast ~60% stake in the NBFC.

 
Healthy capitalisation metrics for the current scale of operations
Post the acquisition, the promoters have infused Rs 545 crore of equity in the company till March 31, 2023 and have
additional plans to infusing equity to the tune of ~ Rs 150 crore in the next round of equity infusion which is expected to
complete in first half of fiscal 2024. The equity round is expected to be led by the promoters. Over the longer term, the
promoters are expected to continue to hold majority and controlling stake in the company. On a steady state basis, the
gearing metrics for the company are expected to remain under 3 times. CRISIL Ratings expects timely capital infusion
from promoters to continue to support growth and in the event of distress.

 
Weakness:

Nascent stage of operations
SG Finserve has recently started its operations from September 1, 2022. In the short period the entity has made
disbursements of over Rs 6444 crore till March 31, 2023. While the company has a vintage of these borrowers from
AATL but on the standalone basis, SG Finserve is at a very nascent stage of operations and the systems are processes
are still being developed and established.

 
SG Finserve will primarily be engaged in the activities of channel financing for the dealers of AATL and further expand to
offering the same to the retailers. Further, the NBFC will also provide bill discounting facilities to the creditors of AATL.
The facilities offered will be for a tenor of upto maximum 90 days with an ROI of 12% to 15%. Further, AATL has a



vintage of these dealers of over 3 decades and for the last decade the bad debts within AATL have remained within
0.2%. CRISIL Ratings believes that the NBFC will continue to benefit from the established track record of the group.
Consequently, delinquencies are expected to remain under control. However, given the lending segment of the
company and nascent stage of business the company will be exposed to concentration risk. Any higher than anticipated
uptick in the asset quality metrics will remain a key monitorable.

Liquidity: Strong
SG Finserve has a free cash balance of Rs 79.82 crore as on September 29, 2022 with no debt repayment obligation. SG
Finserve will be raising short-tenured debt in future and will also be lending for a short tenor of 30 to 90 days. CRISIL
Ratings believes that the client will keep liquidity equivalent to two months of debt repayment requirements on an on-going
basis.

Outlook: Positive
CRISIL Ratings believes SG Finserve will continue to receive strong support from the APL Apollo Group. The rating will
remain sensitive to any change in CRISIL Ratings9 rating on AIPL or APL Apollo Tubes

Rating Sensitivity factors
Upward Factor

•          Upward change in the credit risk profile of APL Apollo Tubes or AIPL by one notch or higher could have a similar
impact on the ratings of SG Finserve

 
 Downward factors:

•          Downward change in the credit risk profile of APL Apollo Tubes or AIPL by one notch or higher could have a similar
impact on the ratings of SG Finserve

•          Non-adherence to the terms of transaction structure/payment mechanism

Adequacy of credit enhancement structure
The guarantee that is proposed to be provided by AIPL is unconditional and irrevocable and will cover the entire rated
amount for bank loans. The payment structure is designed to ensure full and timely payment to the lender. The proposed
guarantee also contains clear mechanism for ensuring repayments to the lenders on the due date by way of well-defined
structure. The proposed structure entails that SG Finserve, fund the repayment account atleast at t-2 (t being the due date)
days prior to the due date, failing which the guarantee can be invoked by lenders and AIPL will have to fund the account by
t-1, thus ensuring the repayments happen on due date.

Unsupported ratings: CRISIL A+
CRISIL Ratings has introduced the suffix CE for instruments having explicit credit enhancement feature in compliance
with the Securities and Exchange Board of India circular dated June 13, 2019.

Key drivers for unsupported ratings
For arriving at the unsupported ratings, CRISIL Ratings has considered the standalone business and financial risk profiles of
SG Finserve. CRISIL Ratings has also applied its group notch-up framework to factor in the extent of support available from
APL Apollo Tubes group.
 
The ratings factor in SG Finserve strategic importance to the APL Apollo group9s flagship company, APL Apollo Tubes and
the strong financial flexibility of the promoters. The ratings also reflect the high operational linkages with APL Apollo Tubes
since SG Finserve will be catering to the dealers and suppliers of the company. However, the rating is
constrained by nascent stage of operations.

Additional disclosures for the provisional rating
CRISIL Ratings is yet to receive the following documents and understands from the issuer that the same are in the
process of being executed shortly:

Executed guarantee deed
Loan agreement

The provisional rating shall be converted into a final rating after receipt of transaction documents duly executed within 90
days from the date of issuance of the instrument.
 
The final rating assigned after conversion shall be consistent with the available documents. In case of non-receipt of the
duly executed transaction documents within the above-mentioned timelines, CRISIL Ratings may grant an extension of up
to 90 days, in line with its policy on provisional ratings.

Rating that would have been assigned in the absence of the pending documentation
In the absence of pending documentation considered while assigning provisional rating as mentioned above, CRISIL
Ratings would have assigned a rating of 8CRISIL A+9.

Risks associated with the provisional rating:
The 'Provisional' prefix indicates that the rating is contingent on occurrence of certain steps or execution of certain
documents by the issuer, as applicable. If the documents received and/or completion of steps deviate significantly from the
expectations, CRISIL Ratings may take an appropriate action, including placing the rating on watch or changing
the rating/outlook, depending on the status of progress on a case to case basis. In the absence of the pending steps /
documentation, the rating on the instrument would not have been assigned ab initio.

About the Company
SG Finserve Limited (SG Finserve), originally established in 1994, has an NBFC license and is also registered as a SEBI
broker. Earlier, SG Finserve provided a wide range of services associated with Broking, Distribution, Investment Research,
Online Trading, Wealth management, Investment Banking and Insurance. However, the company had ceased to do any



business in the recent past. The promoters, Mr. Rahul Gupta and Mr. Rohan Gupta acquired 56.25% stake in SG Finserve
on August 20, 2021, post which an open offer was made which concluded on July 22, 2022.

About the Guarantor
Operating since 2006, APL Infrastructure is a holding company with limited operations in the APL Group. The company
derives the majority of its business from trading of shares and steel pipes, as well as dividend from subsidiaries and rental
income.  APL Infrastructure is a part of the APL Apollo group. The APL group has been in business for over 30 years.
 
About the Group
Established in 1986 in Delhi National Capital Region, APL Apollo is the largest and one of the fastest-growing ERW steel
tubes/structural products manufacturers in India, with a current production capacity of 41 lakhs MTPA. The company is a
part of the Sudesh group and is promoted by Mr Sanjay Gupta.
 
Currently, APL Apollo has 11 manufacturing facilities, with 3 plants in Sikandrabad (Uttar Pradesh); 1 each in Hosur (Tamil
Nadu), Murbad (Maharashtra), Hyderabad (Telangana), Dujana (Uttar Pradesh); and 2 plants in Raipur (Chhattisgarh) and
Bangalore (Karnataka). It has also established a wide 3-tier distribution network with around 800+ dealers.

Key Financial Indicators
As on/for the period ended Unit March 2023 March 2022 March 2021
Total assets Rs crore 1079 9.0 8.2
Total income Rs crore 42 2.2 2.4
PAT Rs crore 18 0.8 1.6
90+ dpd % 0 - -
Gearing Times 0.9 0.0 0.0
Return on managed assets % 3.4 9.3 20.3

List of covenants
The Guarantor irrevocably and unconditionally:
guarantees that at least two (2) Working Day prior to any Payment Date, borrower has to deposit the Payment
Account an amount equivalent to the amount to be paid to the Lender on the Payment Date, and if borrower will not
fund the payment account till 6 pm on two (2) Working Day prior to any Payment Date, guarantee will be invoked
and in that case guarantor has to fund the account a day prior to the actual payment date, and guarantor will fund
the Payment Account an amount equivalent to the amount to be paid to the Lender on the Payment Date.
Notwithstanding anything contained in the guarantee deed, the non-issuance of demand notice or the lender not
invoking the guarantee shall not absolve the obligations of the guarantor to pay its obligation on the payment date
and even if bank has not issued the demand notice / invoked the guarantee as per clause (b) above, the guarantor
shall pay its obligation forthwith and in any case on or before the payment date in the event of failure on the part of
the issuer/borrower in repaying the same to the bank (acting for itself and on behalf of and for the benefit of the
lender) on payment date/due date. 
The Guarantor shall at all times until the expiry of the Final Settlement Date, except as may otherwise be agreed in
writing by the lender, undertake to ensure that all loans from shareholders including, without limitation, any
payments in relation thereto shall at all times until the expiry of the Final Settlement Date be subordinated to the
lender;
Without the prior written approval of the lender (acting in accordance with Approved Instructions), the Guarantor
shall not, at all times until the Obligations are outstanding, (whether directly or indirectly), change the name of the
Issuer, without the consent of the lender (acting in accordance with the Approved Instructions); and undertake any
Change of Control.

Any other information: Not applicable

Note on complexity levels of the rated instrument:
CRISIL Ratings` complexity levels are assigned to various types of financial instruments and are included (where
applicable) in the 'Annexure - Details of Instrument' in this Rating Rationale.

CRISIL Ratings will disclose complexity level for all securities - including those that are yet to be placed - based on
available information. The complexity level for instruments may be updated, where required, in the rating rationale
published subsequent to the issuance of the instrument when details on such features are available.

For more details on the CRISIL Ratings` complexity levels please visit www.crisilratings.com. Users may also call the
Customer Service Helpdesk with queries on specific instruments.

Annexure - Details of Instrument(s)
ISIN Name of instrument Date of

allotment
Coupon
rate (%)

Maturity
date

Issue size
(Rs.Crore)

Complexity
level

Rating assigned
with outlook

NA Working Capital
Demand Loan NA NA NA 425 NA CRISIL

AA(CE)/Positive

NA Proposed Short Term
Bank Loan Facility NA NA NA 75 NA CRISIL A1+

NA Proposed Long Term
Bank Loan Facility NA NA NA 500 NA Provisional CRISIL AA

(CE) /Positive
NA Commercial Paper NA NA 7-365 Days 100 Simple CRISIL A1+

Annexure - Rating History for last 3 Years

https://www.crisilratings.com/en/home/our-business/ratings/complexity-levels.html


 Current 2023 (History) 2022 2021 2020 Start of
2020

Instrument Type Outstanding
Amount Rating Date Rating Date Rating Date Rating Date Rating Rating

Fund Based
Facilities LT/ST 1000.0

Provisional
CRISIL AA (CE)
/Positive,CRISI

L AA (CE)
/Positive /

CRISIL A1+

20-03-23

CRISIL AA
(CE)

/Stable /
CRISIL

A1+

21-10-22

Provisional
CRISIL AA

(CE)
/Stable /
CRISIL

A1+

 --  -- --

   -- 13-01-23

Provisional
CRISIL AA

(CE)
/Stable /
CRISIL

A1+

 --  --  -- --

Commercial
Paper ST 100.0 CRISIL A1+ 20-03-23 CRISIL

A1+  --  --  -- --

   -- 13-01-23 CRISIL
A1+  --  --  -- --

All amounts are in Rs.Cr.

Annexure - Details of Bank Lenders & Facilities
Facility Amount (Rs.Crore) Name of Lender Rating

Proposed Long Term Bank
Loan Facility 500 Not Applicable Provisional CRISIL AA

(CE) /Positive
Proposed Short Term

Bank Loan Facility 75 Not Applicable CRISIL A1+

Working Capital Demand
Loan 50 Bank of Baroda CRISIL AA (CE) /Positive

Working Capital Demand
Loan 100 YES Bank Limited CRISIL AA (CE) /Positive

Working Capital Demand
Loan 225 HDFC Bank Limited CRISIL AA (CE) /Positive

Working Capital Demand
Loan 50 Axis Bank Limited CRISIL AA (CE) /Positive

Criteria Details

Links to related criteria
Rating Criteria for Finance Companies
CRISILs Bank Loan Ratings - process, scale and default recognition
Criteria for rating instruments backed by guarantees
Criteria for Notching up Stand Alone Ratings of Companies based on Group Support
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Note for Media:
This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper/magazine/agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL Ratings. However, CRISIL Ratings alone has
the sole right of distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites and portals.

About CRISIL Ratings Limited (A subsidiary of CRISIL Limited, an S&P Global Company)

CRISIL Ratings pioneered the concept of credit rating in India in 1987. With a tradition of independence, analytical rigour and
innovation, we set the standards in the credit rating business. We rate the entire range of debt instruments, such as bank loans,
certificates of deposit, commercial paper, non-convertible/convertible/partially convertible bonds and debentures, perpetual
bonds, bank hybrid capital instruments, asset-backed and mortgage-backed securities, partial guarantees and other structured
debt instruments. We have rated over 33,000 large and mid-scale corporates and financial institutions. We have also instituted
several innovations in India in the rating business, including ratings for municipal bonds, partially guaranteed instruments and
infrastructure investment trusts (InvITs).
 
CRISIL Ratings Limited ('CRISIL Ratings') is a wholly-owned subsidiary of CRISIL Limited ('CRISIL'). CRISIL Ratings Limited is
registered in India as a credit rating agency with the Securities and Exchange Board of India ("SEBI").
 
For more information, visit www.crisilratings.com 
 

About CRISIL Limited

CRISIL is a leading, agile and innovative global analytics company driven by its mission of making markets function better. 

It is India9s foremost provider of ratings, data, research, analytics and solutions with a strong track record of growth, culture of
innovation, and global footprint.

It has delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers through businesses
that operate from India, the US, the UK, Argentina, Poland, China, Hong Kong and Singapore.

It is majority owned by S&P Global Inc, a leading provider of transparent and independent ratings, benchmarks, analytics and
data to the capital and commodity markets worldwide.

For more information, visit www.crisil.com

Connect with us: TWITTER | LINKEDIN | YOUTUBE | FACEBOOK

CRISIL PRIVACY NOTICE
 
CRISIL respects your privacy. We may use your contact information, such as your name, address and email id to fulfil your request and service your
account and to provide you with additional information from CRISIL. For further information on CRISIL's privacy policy please visit www.crisil.com.

DISCLAIMER

This disclaimer is part of and applies to each credit ra�ng report and/or credit ra�ng ra�onale ('report') that is provided by
CRISIL Ra�ngs Limited ('CRISIL Ra�ngs'). To avoid doubt, the term 'report' includes the informa�on, ra�ngs and other content
forming part of the report. The report is intended for the jurisdic�on of India only. This report does not cons�tute an offer of
services. Without limi�ng the generality of the foregoing, nothing in the report is to be construed as CRISIL Ra�ngs providing
or intending to provide any services in jurisdic�ons where CRISIL Ra�ngs does not have the necessary licenses and/or
registra�on to carry out its business ac�vi�es referred to above. Access or use of this report does not create a client
rela�onship between CRISIL Ra�ngs and the user.

We are not aware that any user intends to rely on the report or of the manner in which a user intends to use the report. In
preparing our report we have not taken into considera�on the objec�ves or par�cular needs of any par�cular user. It is made
abundantly clear that the report is not intended to and does not cons�tute an investment advice. The report is not an offer to
sell or an offer to purchase or subscribe for any investment in any securi�es, instruments, facili�es or solicita�on of any kind to
enter into any deal or transac�on with the en�ty to which the report pertains. The report should not be the sole or primary
basis for any investment decision within the meaning of any law or regula�on (including the laws and regula�ons applicable in
the US).

Ra�ngs from CRISIL Ra�ngs are statements of opinion as of the date they are expressed and not statements of fact or
recommenda�ons to purchase, hold or sell any securi�es/instruments or to make any investment decisions. Any opinions
expressed here are in good faith, are subject to change without no�ce, and are only current as of the stated date of their
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