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Rating Rationale

Acuité has reaffirmed its long term rating of ‘ACUITE BBB-' (read as ACUITE Triple B minus) and short
term rafing of ‘ACUITE A3’ (read as ACUITE A three) on the Rs.27.85 crore bank facilities of Goal
Closures. The outlook is revised to ‘Negative’.

Reason for revision in Outlook

The revision in outlook follows the expected deterioration in the liquidity position of the firm due to
subdued operating performance during FY2021, and stretch in working capital cycle during the
H1FY2021 on account elongated debtors’ collection period and inventory holding period. Firm
registered revenue of Rs.21.80 crore with the net profit of Rs.0.84 crore; inventory level and debtor
stood at Rs.20.45 crore and Rs.27.34 crore respectively as on 30 September 2020.

About the company

Coimbatore-based, Goal Closures was established as a partnership firm in 2007 by Mrs. R. Vichitra and
Mr. V. Ponnuswamy. The firm is engaged in the manufacturing of aluminium caps used in the liquor
and pharmaceutical industries. The firm has an installed capacity of 150 crore caps per year with
manufacturing facilities located at Coimbatore, Tamil Nadu.

Analytical Approach
For arriving at this rating, Acuité has taken a standalone view of the business and financial risk profile

of Goal Closures.

Key Rating Drivers
Strengths

* Experienced Management
The firm is promoted by Mr. V. Ponnuswamy and Mrs. R. Vichitra who possess over two decades of
experience in the non-ferrous metal industry. The extensive experience of promoters has helped
the firm to forge long-term relations with customers and suppliers. GC's clientele include reputed
companies like Reckitt Benckiser, United Spirits, o name a few.

Acuité believes GC will continue to benefit from experienced partners that will help to maintain
long-term relations with customers and suppliers.

* Moderate financial risk profile
The financial risk profile of the firm is moderate marked by average net worth, healthy debt
protection metrics, and low gearing. The net worth of the firm has remained stable as there has
been drawings by the partners. Net worth stood at Rs. 27.15 crore as on 31 March, 2020
(Provisional) as against Rs.27.03 crore as on 31 March, 2019.

The gearing level (debt-equity) stood stable at 0.83 fimes as on 31 March, 2020 (Provisional) as
against 0.81 times as on 31 March, 2019. The total debt of Rs.22.41 crore outstanding as on 31
March, 2020 (Provisional) comprises Rs.3.28 crore as a term loan and Rs.19.13 crore as a working
capital limit from the bank. Owing to moderate profitability level, the debt protection has
remained healthy, interest coverage ratio (ICR) and debt service coverage ratio (DSCR) stood at
3.74 times and 2.30 times respectively in FY2020 (Provisional). NCA/TD (Net Cash Accruals to Total
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Debt) ratio stood at 0.32 times in FY2020 (Provisional) and 0.30 times in FY2019. Debt/EBITDA stood
at 1.61 times in FY2020 (Provisional).

Acuité believes that the financial risk profile of the firm is expected to remain moderate backed by
average net cash accruals and in absence of any major debt funded capex in near to medium
tferm.

e Uptrend in Operating Income

Operating income of the firm stood at Rs.140.10 crore in FY2020 (Provisional), Rs.136.09 crore in
FY2019 and Rs.132.77 crore in FY2018. However, operating performance was deteriorated during
H1FY2020 on account of lockdown, operating income stood at Rs.21.80 crore in HIFY2021.
Operating margin has remained healthy in the range of 9-10 percent during the last three years
under study.

Weaknesses

e Working Capital intensive nature of Operations
Operations of the firm are working capital intensive marked by Gross Current Asset (GCA) of 124
days in FY2020 (Provisional) as compared to 122 days in FY2019. This is on account of debtors’
collection period of 80 days in FY2020 (Provisional) as against 77 days in FY2019 and inventory
holding period of 47 days in FY2020 (provisional) as against 43 days in FY2019. However, current ratio
of the firm stood moderate at 1.39 times as on 31 March, 2020 (Provisional).

Acuité believes that the working capital operations of GC will continue to remain intensive on
account of high debtors’ collection period.

e Customer concentration
The firm faces high customer concentration risk. Single customer contributed around ~45 percent
of the revenue for the last three years. The high customer concentration renders the revenue
growth and profitability susceptible to the growth plans, procurement and credit policies of ifs key
customer.

Liquidity Profile: Adequate

GC has adequate liquidity marked by moderate net cash accruals fo its maturing debt obligations.
Firm generated cash accruals of Rs.7.19 crore in FY2020 (Provisional) against debt obligation of Rs.1.03
crore for the same period. The cash accruals of the firm are estimated to remain in the range of
Rs.4.00 crore — Rs.9.00 crore during 2021-23, while its repayment obligations are estimated to remain in
the range of Rs.1.50-Rs.3.10 crore for the same period. Firm's operations are working capital intensive
as marked by gross current asset (GCA) days of 124 days in FY2020 (Provisional). The firm maintains
unencumbered cash and bank balances of Rs.0.01 crore as on March 31, 2020 (Provisional). The
current ratio of the firm stands moderate at 1.39 times as on March 31, 2020 (Provisional).

Going forward, Acuite expects the liquidity position of the firm to susceptible to the operating
performance of the firm and timely realization of debtors.

Rating Sensitivities
e Lower than expected operating performance
¢ Significant decline in profitability margins
e Any deterioration in working capital cycle and liquidity of the firm

Outlook: Negative

Acuité has revised the outlook to ‘Negative’ on account of expected deterioration in its liquidity
position. The outlook may be revised to 'Stable' in case the firm registers significant growth in its
revenue while maintaining the profitability levels and efficiently managing it working capital cycle.
Conversely, the outlook will be revised to 'Negative' in case of significant decline in revenue, profit
margins and deterioration in the working capital cycle.
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Unit FY20 (Provisional) FY19 (Actual)
Operating Income Rs. Cr. 140.10 136.09
PAT Rs. Cr. 5.66 5.33
PAT Margin (%) 4,04 3.92
Total Debt/Tangible Net Worth Times 0.83 0.81
PBDIT/Interest Times 3.74 2.88

Status of non-cooperation with previous CRA:

Not Applicable

Any other information

Not Applicable

Any Material Covenants

Not Applicable

Applicable Criteria

¢ Manufacturing Entities - hitps://www.acuite.in/view-rating-criteria-59.htm
e Default Recognition - hitps://www.acuite.in/view-rating-criteria-52.ntm
e Application of Financial Ratios And Adjustments -https://www.acuite.in/view-rating-criteria-53.ntm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.ntm

Rating History (Up to last three years)

Date Name of Ir:|§t.rumeni/ Term Amount (Rs. Cr) Ratings/Outlook
Facilities
Cash Credit Long Term 20.00 ACL(Jgg(]Bf%Er;q/esé?ble
Term Loan Long Term 4.74 ACL(JIIQTeE(EfI?irBr;q/eS(’;?bIe
22-0ct-2019 Letter of Credit Short Term 2.90 (é*e%?f';ra’;g)
Bank Guarantee Short Term 0.21 (I?e%?fliIrEng?j)
One time letter of ACUITE A3
Credit Short Term 5.65 (Withdrawn)
Cash Credit Long Term 20.00 /(\|FC1: dlfgg,r?\? g)
Term Loan Long Term 2.67 I(Al\r? dL;(l:TgT?VB eB)_
03-Dec-2018 Bank Guarantee Short Term 1.59 (ﬁg}é’;ﬁég)
Letter of Credit Short Term 6.34 (ﬁggg\//\ e3)
One time letter of ACUITE A3
Credit Short Term 2.90 (Indicative)
Cash Credit Long Term 20.00 AC'EJéTeEOIBfEan_QLO)ble
Term Loan Long Term 2.67 ACU;L\ESS;E_G/Z;OMG
23-Oct-2017 Bank Guarantee Short Term 1.59 Q\ESLIJJHE eAc\j?
Letter of Credit Short Term 6.34 @fslfgfe’jﬁ
One fime lefter of Short Term 2.90 ACUITE A3
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Credit | (Reaffirmed)

*Annexure — Details of instruments rated

. Size of the
Narne. of the Date of | Coupon | Maturity lssue Ratings/Outlook
Facilities Issuance Rate Date
(Rs. Crore)
. Not Not Not ACUITE BBB-/Negative
Cash Credit Applicable | Applicable | Applicable 20.00 (Reaffirmed)
Not Not ACUITE BBB-/Negative
Termloans | Avgiable | 88%% | Available 4.74 (Reaffirmed)
. Not Not Not ACUITE A3
Lefter of Credif Applicable | Applicable | Applicable 290 (Reaffirmed)
Not Not Not ACUITE A3
Bank Guarantee Applicable | Applicable | Applicable 0.21 (Reaffirmed)
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About Acvuité Ratings & Research:

Acuité Ratings & Research 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-Il norms in the year 2012. Since then, it
has assigned more than 8,409 credit rafings 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.

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 obtfained from other reliable sources. Although
reasonable care has been taken to ensure that the data and information is frue, 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’s rating
scale and its definitions.
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