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Gold Star Centoquattro Jewellery Private Limited (GSCJPL)

Rating Reaffirmed

Total Bank Facilities Rated Rs. 8.00 Cr.

Short Term Rating SMERA A3

Rating Rationale

SMERA has reaffirmed the short-term rating of ‘SMERA A3’ (read as SMERA A three) on the Rs. 8.00 crore
working capital facilities and has withdrawn the rating of ‘SMERA A3’ (read as SMERA A three) on the Rs.
22.00 crore of proposed facilities of Gold Star Centoquattro Jewellery Private Limited (GSCJPL).

GSCJPL is part of the Gold Star group, an established player in the gold and diamond jewellery business. The
group comprises Gold Star Jewellery Private Limited (GSJPL), Gold Star Diamond Private Limited (GSDPL)
and GSCJPL. The rating reaffirmation is driven by the established market position of the group in the
domestic and global markets. The rating continues to derive comfort from the company’s experienced
management. However, the rating is constrained by the modest scale of operations and intense competition
in the global business. Also, the group plans to consolidate the operations of the company with GSJPL in the
next 12 months.

Key Rating Drivers
Strengths

« Established market position of the group in the gems and jewellerysegment

The Gold Star group commenced business in the manufacture and export of plain gold and diamond-
studded gold jewellery in 1990. The group is also engaged in the cutting and polishing of diamonds and
primarily exports to the US. The group has long term relations with renowned wholesalers and retailers
and caters to clients in India, Japan, Hong Kong, Australia, Canada etc.

* Above average financial profile marked by prudent capitalstructure

The company reported revenue of Rs. 90.32 crore, a growth of 13.65 percent over the previous fiscal but
the same is expected to moderate in the current fiscal in line with the transfer of customers to GSJPL.
The operating margins of the company stood at 6.41 percent for FY2017 compared to 6.69 percent in
FY2016. The company has moderate working capital cycle which stood at 72 days as on 31 March, 2017,
an improvement from FY2016 levels due to reduced inventory holding.

Weaknesses

* Modest scale of operations

GSCJPL is a moderate sized player in the diamond jewellery business, with a topline of Rs. 90.32 crore in
FY2017. The revenues are expected to decline sharply in the current fiscal amidst the ongoing
consolidation with GSJPL. This could lead to short term liquidity issues and the company would be
dependent on the group for repayments.

¢ Increase in the competition in the global jewellerybusiness

The company derives over 90 per cent of revenue from the European market, which consists of a large
number of players and is highly competitive. Also, the company faces competition in the segment with
several substitutes - lab grown and synthetic diamonds. The revenues are also exposed to volatility on
account of changes in spending pattern of the end consumer.
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About the Rated Entiti - Kei Financials

Operating Income Rs. Cr. 90.32 79.47 74.03
EBITDA Rs. Cr. 5.79 5.31 5.00
PAT Rs. Cr. 3.30 3.09 2.61
EBITDA Margin (%) 6.41 6.69 6.75
PAT Margin (%) 3.65 3.88 3.53
ROCE (%) 18.97 18.51 16.68
Total Debt/Tangible Net Worth Times 0.87 1.06 1.77
PBDIT/Interest Times 3.95 3.88 3.20
Total Debt/PBDIT Times 241 2.54 3.46
Gross Current Assets (Days) Days 156 205 194

Status of non-cooperation with previous CRA (if applicable)

None

Any other information

None

Applicable Criteria

e Default Recognition-https://www.smera.in/criteria-default.htm

e ManufacturingEntities-https://www.smera.in/criteria-manufacturing.htm

» Financial Ratios And Adjustments-https://www.smera.in/criteria-fin-ratios.htm

Note on complexity levels of the rated instrument:
https://www.smera.in/criteria-complexity-levels.htm

Rating History (Upto last three years)

Date Name of ll_ls_trument Term Amount Ratings/Outlook
/ Facilities
(Rs. Crore)
Bullion Loan Short term 8.00* SMERA A3
) (Reaffirmed)
Export Packing Credit/
25 Oct, 2016 Packing Credit Foreign Short term . SMERA A3
Currency/ Post Shipment 6.59 (Reaffirmed)
Credit
Proposed Export Packing 22.00 SMERA A3
Credit/ Post Shipment Short term (Assigned)
Credit &
23 July, 2015 Export Packing Credit/ Short term 8.00 SMERA A3
Post Shipment Credit (Assigned)

*Maximum utilisation of Rs. 8.00 crore between bullion loan and EPC
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*Annexure - Details of instruments rated

Nal_n_e.of the Date of Coupon Maturity Size of the Issue Ratings/Outlook
facilities Issuance Rate Date (Rs. Crore)
Expo.rt Packl_ng Not Not Not 8.00 SMERA A3
Credit/ Packing Applicable Applicable Applicable (Reaffirmed)
Credit Foreign
Currency/ Post
Shipment Credit/
Bullion Loan
Prop.osed Export Not Not Not 2200 SMERA A3
Packing Credit/ Applicable Applicable Applicable (Withdrawn)
Post Shipment
Credit
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ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, D&B and leading public and private sector banks in India. SMERA is
registered with SEBI, accredited by RBI as an External Credit Assessment Institution (ECAI), under BASEL-II norms for
undertaking Bank Loan Ratings. SMERA Bond Ratings is a division of SMERA Ratings Limited responsible for ratings of bank
facilities, and capital market/money market debt instruments such as Bonds, Debentures, Commercial Papers, Fixed Deposits,
Certificate of Deposits etc.. For more details, please visit www.smera.in.

Disclaimer: A SMERA 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. SMERA 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, SMERA, in particular, makes no
representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness of the information relied
upon. SMERA 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. SMERA 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.smera.in)forthelatestinformationonanyinstrumentratedbySMERA.



