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Rating Assigned
Total Bank Facilities Rated Rs. 13.05 crore
Long Term Rating SMERA BB+/ Outlook: Stable
Short Term Rating SMERA A4+

Rating Rationale

SMERA has assigned long term rating of ‘SMERA BB+’ (read as SMERA Double B Plus) and short term
rating of ‘SMERA A4+’ (read as A Four Plus) on the Rs. 13.05 crore facilities of Paramount Powders
Private Limited (PPPL). The outlook is ‘Stable’.

PPPL, the Delhi-based company, established in 1997 is promoted by Mr. Tarlochan Singh Badyal. An ISO
9001: 2000 certified company, PPPL is engaged in the manufacturing of polyurethene and thermosetting
powder coatings, widely used in the automobile, telecom and engineering sectors. Raw materials are
procured from the domestic market as also imported from Thailand, China and Germany. The company
caters to the domestic market through 25 distributors spread across the country. The manufacturing
unit is located at Gurgaon, Haryana.

Key Rating Drivers
Strengths

Long track record of operations, experienced management

PPPL was incorporated in 1997. The company is led by Mr. Tarlochan Singh Badyal (Managing Director)
Mr. Avtar Singh, Manish Jain, Mr. Gurpreet Singh and others with extensive experience in manufacturing
coating powder.

Improving scale of operations

PPPL registered CAGR of 18 percent from FY2015 to FY2017. The company has an improving operating
revenue trend of Rs. 53.18 crore in FY2017 as against Rs. 43.41 crore in FY2016 and Rs. 38.48 crore in
FY2015. Further, the company registered revenue of around Rs.44.72 crore from April to December,
2018.

Above average financial risk profile

The financial risk profile is above average marked by networth of Rs. 9.13 crore as on 31 March, 2017 as
against Rs. 8.13 crore as on 31 March, 2016. The company has comfortable gearing of 0.82 times as on
31 March, 2017 as against 0.90 times in the previous year. The total debt mainly comprises cash credit
limit of Rs. 7.00 crore. The coverage ratios are healthy marked by Interest Coverage Ratio of 2.74 times
for FY2017 as against 1.93 times in FY2016. The DSCR stood at 2.29 times for FY2017 and 1.76 times in
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the previous year. The TOL/TNW stood at 2.10 times as on 31 March, 2017 compared to 2.44 times in
the previous year. The NCA/TD stood at 0.19 times in FY 2017 as against 0.12 times in FY 2016.

Weaknesses:

Working capital intensive operations

PPPL has stretched working capital management marked by Gross Current Asset days of 165 in FY2017, 205
days in FY2016 and 221 days in FY2015. This is on account of high debtor days of 105 in FY2017 and 115
days in FY2016. The company charges interest at the rate of 18 percent per annum from dealers in case of
delays in receivables. Presently, the company has availed cash credit limit of Rs.7.00 crore. The average
utilisation has been around 80 percent for the last six months ended December, 2017. Further, the company
reported net cash accruals of Rs. 1.39 crore for FY2017.

Susceptible to fluctuations in raw material prices and forex rates

Since PPPL procures raw materials from India as also from the overseas market, it is exposed to forex
fluctuation risk. The company avails facility of forward contracts to hedge forex fluctuation risk.

Highly competitive and fragmented industry

PPPL is exposed to intense competition from organised and unorganised players.

Analytical Approach

SMERA has considered the standalone business and financial risk profiles of PPPL to arrive at the rating.

Outlook: Stable

SMERA believes that PPPL will maintain a stable outlook over the medium term on account of its
experienced management. The outlook may be revised to ‘Positive’ in case the company registers
healthy growth in revenues while achieving sustained improvement in operating margins, capital
structure and working capital management. Conversely, the outlook may be revised to ‘Negative’ in
case of decline in revenues, profit margins, or deterioration in the financial risk profile and liquidity

position.

About the Rated Entity - Key Financials

Unit FY17 (Actual) FY16 (Actual) FY15 (Actual)
Operating Income Rs. Cr. 53.18 4341 38.48
EBITDA Rs. Cr. 2.76 2.14 1.78
PAT Rs. Cr. 1.00 0.39 0.29
EBITDA Margin (%) 5.20 4.92 4.63
PAT Margin (%) 1.88 0.91 0.75
ROCE (%) 16.02 11.50 20.95
Total Debt/Tangible Net Worth Times 0.82 0.90 1.01
PBDIT/Interest Times 2.74 1.93 1.67
Total Debt/PBDIT Times 2.54 3.22 3.96
Gross Current Assets (Days) Days 165 205 221
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Status of non-cooperation with previous CRA (if applicable)

None

Any other information
None

Applicable Criteria

 Default Recognition - https://www.smera.in/criteria-default.htm
e Entity in the Manufacturing Sector - 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
Not Applicable

*Annexure - Details of instruments rated

Name of the Facilities I?sa:lt:n(::fe Coupon Rate lel)t::;ty SiZFR(: El;f):z;ue Ratings/Outlook
Cash Credit Applfi(():;ble Applfi(():;ble Applfingle 8.00 SMESI:aAbllgeB v
Letter of Credit Applfi‘;ble Applfi‘;ble Appl;]i‘zzble 5.00 SMERA A4+
Proposed Cash Credit Appl;Ii(():;ble Appl;Ii(():;ble ApplTingle 0.05 Slv[ESPt{;?bllge:3 Y
Contacts:

Analytical Rating Desk

Suman Chowdhury,
President- SMERA Bond Ratings
Tel: 022-67141107

Email: suman.chowdhury@smera.in

Disha N. Parmar,

Rating Analyst

Tel: 022-67141120

Email: disha.parmar@smera.in

Varsha Bist,
Manager-Rating Desk

Tel: 022-67141160

Email: varsha.bist@smera.in

Registered Office: 102, Sumer Plaza, Marol Maroshi Road, Marol, Andheri (East), Mumbai - 400 059

SMERA Ratings Limited

CIN: U74999MH2005PLC155683 | SEBI Permanent Registration No.: IN/ CRA / 006 / 2011




N

SMERA RATINGS LIMITED

SMERA BOND RATINGS

BONDS ® COMMERCIAL PAPER @ BANK LOANS

ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, Dun & Bradstreet Information Services India Private Limited
(D&B) and leading public and private sector banks in India. SMERA is registered with SEBI as a Credit Rating
Agency and accredited by Reserve Bank of India. 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) for the latest information on any instrument rated by SMERA.
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