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Total Bank Facilities Rated* Rs. 205.00 Cr.
Long Term Rating ACUITE A- / Outlook: Stable
Short Term Rating ACUITE A2+

* Refer Annexure for details

Rating Rationale

Acuité has reaffirmed the long term rating of ‘ACUITE A-’ (read as ACUITE A minus) and short term rating of
‘ACUITE A2+’ (read as ACUITE A two plus) on the Rs.205.00 cr. bank facilities of GOLD STAR JEWELLERY
PRIVATE LIMITED (GSJPL). The outlook is ‘Stable’.

Acuité has withdrawn the long term rating of ‘ACUITE A-' (read as ACUITE A minus) on the Rs.15.00 cr. bank
facility of GOLD STAR JEWELLERY PRIVATE LIMITED (GSJPL). The outlook is ‘Stable’.

Gold Star Jewellery Private Limited (GSJPL), incorporated in 1990 is engaged in the export of diamond-
studded gold jewellery. Gold Star Diamond Private Limited (GSDPL), incorporated in 1995, is engaged in
the cutting, polishing and trading of diaomonds. The jewellery segment accounts for 75 per cent of the
group's revenue, and the diamond division for the balance 25 per cent. The group mainly exports to USA
and Europe. GSJPL is led by Mr. Alkesh Shah and Mr. Ashish Shah.

Analytical Approach

Acuité has considered the consolidated business and financial risk profiles of Gold Star Jewellery Private
Limited (GSJPL) and Gold Star Diamond Private Limited (GSDPL). Hereinafter refer to as ‘Gold Star Group'.
The consolidation is due to the common promoters, shared brand name, common treasury and financial
synergies within the group.

Key Rating Drivers

Strengths

» Established track record of operations and experienced management

The Gold Star group started business in 1990 to manufacture and export diamond-studded gold
jewellery and diamond. The group primarily exports to the USA and Europe and has long term relations
with some of the renowned wholesalers and retailers in the market. The group also deals with customers
in Japan, Hong Kong, Australia, Canada, India, efc. The Directors have over two decades of experience
in the gems and jewellery industry and are well supported by an experienced management team.

¢ Healthy financial risk profile

The financial risk profile of the group is healthy marked by healthy net worth, comfortable gearing and
coverage indicators. The tangible net worth of the group stood at Rs.358.58 crore (including quasi equity
of Rs.43.52 crore) as on 31 March 2018 as against Rs.330.49 crore (including quasi equity of Rs.40.43 crore)
as on 31 March 2017. Gearing (debt-equity) of the group stood comfortable at 0.54 times as on 31
March 2018 as against 0.52 times in the previous year. The coverage indicators of the group are
comfortable marked by healthy coverage ratios and debt protection meftric. Interest coverage ratio
(ICR) of the group stood at 3.17 fimes for FY2018 as against 3.79 times for FY2017. Total outside liabilities to
tangible net worth (TOL/TNW) stood comfortable at 1.04 times as on 31 March 2018 as against 1.18 times
as on 31 March 2017. The debt-EBITDA of the group stood at 3.48 fimes for FY2018 as against 2.93 times
for FY2017. Acuité believes the financial risk profile of the group to remain healthy in near to medium
term backed by healthy net cash accruals and in absence of any major debt funded capex. Further,
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any deterioration in financial risk profile of the will remain a key ratfing sensitivity factor.

e Strong liquidity position

The group has strong liquidity with healthy net cash accruals of ~Rs.30 crore every year and negligible
fixed debt obligations. The net cash accrual to total debt (NCA/TD) of the group remains stable at 0.20
times for FY2018 as against 0.19 times for FY2017.

Weaknesses

» Deterioration in working capital nature of operation

The working capital of the group has deteriorated in FY2018 over FY2017 marked by increase in Gross
Current Asset (GCA) of 278 days for FY2018 as against 248 days for FY2017. The increase in GCA is mainly
due to increase in receivable days and inventory days. The receivable days has increased to 165 in
FY2018 from 149 in FY2017 and inventory days stood at 105 for FY2018 as against 89 in the previous year.
Further, the average bank limit utilisation stood ~70 per cent in the last six months ended November,
2018. Going ahead, the ability of the company to efficiently manage its working capital requirements
will remain the key rating sensitivity.

* Exposed to volatility in raw material prices, foreign exchange fluctuation risk

The group is exposed to volatility in gold and diamond prices. The raw material is procured from the
domestic market and overseas market. The Gold Star group derives over 95 per cent of its revenues from
export sales. Hence, the profits are susceptible to fluctuations in forex rates. Moreover, the group borrows
dollar denominated debt in order to support operations. The group has efficiently managed its forex risk
over the past three years despite fluctuations in exchange rates. Though, the group hedges the
fluctuation risk by purchasing gold forwards, the revenues still remain susceptible to volatility in the dollar
rates.

Outlook: Stable

Acuité believes that the Gold Star group will contfinue to maintain a stable outlook over the medium ferm
owing to its established market position and experienced management. The outlook may be revised fo
‘Positive’ in case the company achieves sustained growth in revenues and higher-than-expected
improvement in profitability, working capital management and debt protection metrics. Conversely, the
outlook may be revised to ‘Negative’' in case of decline in revenues and operating profit margins, or
deterioration in the capital structure and liquidity position on account of higher-than-expected working
capital requirements.

About the Rated Entity - Key Financials

Unit FY18 (Actual) FY17 (Actual) FY16 (Actual)
Operating Income Rs. Cr. 801.45 870.45 764.45
EBITDA Rs. Cr. 51.83 53.87 53.34
PAT Rs. Cr. 25.34 25.27 25.42
EBITDA Margin (%) 6.47 6.19 6.98
PAT Margin (%) 3.14 2.90 3.33
ROCE (%) 9.31 10.89 11.80
Total Debt/Tangible Net Worth Times 0.54 0.52 0.55
PBDIT/Interest Times 3.17 3.79 4.02
Total Debt/PBDIT Times 3.48 2.93 2.83
Gross Current Assets (Days) Days 278 248 280

Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None
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Applicable Criteria

e Default Recognition -https://www.acuite.in/view-rating-criteria-17.htm
o Manufacturing Entities - https://www.acuite.in/view-rating-criteria-4.htm

e FinancialRatios And Adjustments - https://www.acuite.in/view-rating-criteria-20.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/criteria-complexity-levels.htm
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Date qu/e Foc: éli':isitir:sment Term Amount (Rs. Cr) Ratings/Outlook
ACUITE A-/Stable
Term Loan Long Term 7.50 (Reaffimed)
Export Packing ACUITE A-/Stable
Credit Long Term 84.32 (Reaffimed)
Post Shipment Credit | Long Term 86.88 ACUITE A-/Stable
03-Nov-2017 (Reaffirmed)
Standby line of Lona Term 10.80 ACUITE A-/Stable
credit 9 ) (Reaffirmed)
Bank Guarantee / ACUITE A2+
Letter of credit Short Term 7.00 (Reaffimed)
Proposed Fund ACUITE A-/Stable
Based Facilities Long Term 8.50 (Reaffirmed)
Export Packing ACUITE A-/Stable
Credit Long Term 66.44 (Reaffimed)
. . ACUITE A-/Stable
Post Shipment Credit Long Term 39.76 (Reaffimed)
Standby line of ACUITE A-/Stable
Credit Long Term 10.80 (Reaffirmed)
ACUITE A-/Stable
Metal Gold Loan Long Term 15.00 (Reaffirmed)
25-Oct-2016 Bank
Guarantee/Letter of Short Term 7.00 ACUlT.E A2+
. (Reaffirmed)
Credit
Forward Cover Short Term 5.89 (ggg#;rlzrrﬁezg)
Proposed Export
Credit / Post Long Term 60.11 ACUITE A-/Stable
. . (Reaffirmed)
Shipment credit
Export Packing ACUITE A-/Stable
Credit Long Term 6740 (Reaffimed)
. . ACUITE A-/Stable
Post Shipment Credit Long Term 56.20 (Reaffirmed)
Standby line of ACUITE A-/Stable
Credit Long Term 1080 (Reaffimed)
Metal Gold Loan Long Term 15.00 ACUITE A-/Stable
(Assigned)
ACUITE A-/Stable
28-Jun-2016 Overdraft Long Term 1.00 (Assigned)
Bank
Guarantee/Letter of Short Term 7.00 ACU”.E Azt
. (Reaffirmed)
Credit
Forward Cover Short Term 5.00 (';‘(e:ggfnf (325)
Proposed Export )
Credit / Post Long Term 6.60 ACUITE A /Stable
- . (Reaffirmed)
Shipment credit
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Export Packing ACUITE A-/Stable
Credit Long Term 47.20 (Assigned)
. . ACUITE A-/Stable
Post Shipment Credit Long Term 31.80 (Assigned)
Standby line of ACUITE A-/Stable
Credit Long Term 8.00 (Assigned)
Bank
20-Jul-2015 Guarantee/Letter of Short Term 10.00 ACUITE A2+
Credit (Assigned)
Forward Cover Short Term 5.00 l?gstsjg]ig\g;
Proposed Export
Credit / Post Long Term 13.00 AC?J/LTSEIA;]/GSL?bIe
Shipment credit 9
*Annexure — Details of instruments rated
S Date of Coupon Maturity Size of the Issue .
Name of the Facilities Issuance Rate Date (Rs. Crore) Ratings/Outlook
. . Not Not Not ACUITE A-/Stable
Export Packing Credit Applicable |Applicable |Applicable 100.35 (Reaffirmed)
. . Not Not Not ACUITE A-/Stable
Post shipment Credit 1, o icable  |Applicable  |[Applicable 68.77 (Reaffirmed)
. . Not Not Not ACUITE A-/Stable
standby Line of credit 1, - ohle  |Applicable  |Applicable 1288 (Reaffimed)
N ] Not Not Not 444 ACUITE A-/Stable
erm Loan Applicable  |Applicable  |Applicable : (Reaffirmed)
Not Not Not ACUITE A2+
Bank Guarantee Applicable [Applicable |Applicable 7.00 (Reaffirmed)
Proposed Fund based Not Not Not 11.56 ACUITE A-/Stable
Bank Facilities Applicable [Applicable |Applicable ) (Reaffirmed)
Not Not Not ACUITE A-/Stable
Gold Metal Loan Applicable  |Applicable  |Applicable 15.00 (Withdrawn)
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About Acuité Ratings & Research:

Acuité Ratings & Research Limited (Erstwhile SMERA Ratings Limited) is a full-service Credit Rating Agency
registered with the Securities and Exchange Board of India (SEBI). The company received RBI
Accreditation as an External Credit Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-II
norms in the year 2012. Since then, it has assigned more than 6,000 credit ratings to various securities, debt
instruments and bank facilities of entities spread across the country and across a wide cross section of
industries. It has its Registered and Head Office in Mumbai.

Acuité Ratings& Research Limited (erstwhile SMERA Ratings Limited)

www.acuite.in

.



Acuite

RATINGS & RESEARCH

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not be treated as a
recommendation or opinion that is intended to substitute for a financial adviser's or investor's independent
assessment of whether to buy, sell or hold any security. Acuité ratings are based on the data and information
provided by the issuer and obtained from other reliable sources. Although reasonable care has been taken to
ensure that the data and information is true, Acuité, in particular, makes no representation or warranty,
expressed or implied with respect to the adequacy, accuracy or completeness of the information relied upon.
Acuité is not responsible for any errors or omissions and especially states that it has no financial liability
whatsoever for any direct, indirect or consequential loss of any kind arising from the use of its ratings. Acuité
ratings are subject to a process of surveillance which may lead to a revision in ratings as and when the
circumstances so warrant. Please visit our website (www.acuite.in) for the latest information on any instrument

rated by Acuité.

Acuité Ratings& Research Limited (erstwhile SMERA Ratings Limited) WWW.acuite.in

N



