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Rating Rationale

Acuité has reaffirmed its long term rating of ‘ACUITE BBB+' (read as ACUITE t riple B
Plus) on the Rs 40.00 Cr. bank facilities of Kay Kay Trading Company (KKTC). The outlook is
‘Stable’.

Rational For Rating

The rating factors experienced management and long track record of operations of the
group. The rating also derives strength from its reputed clientele base of top cement
companies namely Ultratech Cement Ltd., Dalmia Cement Ltd., JK Cement Ltd., Ramco
Cement Ltd., amongst others. The rating also factors expectation of further improvement in
the business risk profile particularly growth in operations and sustenance of margins while
maintaining its working capital cycle, its moderate financial risk profile and strong liquidity
position. However, the above mentioned rating strengths are partly constrained by, thin
profitability margins owing to inherent nature of business and intense competition in the
industry.

About Company

Mumbai based Kay Kay Trading Company (KKTC) is a partnership firm set up in 1988 by Mr.
Manoj Khetan, Mrs. Sunita Khetan and Mr. Nishit Khetan. The firm is currently engaged in
trading of mineral gypsum and clinker to various top cement companies in the country. Prior
to trading of gypsum and clinker, the firm was engaged in trading of bearings which has now
been discontinued. Further, the firm started trading of gypsum from FY17 and clinker from FY20
and it imports all traded goods from the Middle East countries. The firm currently operates
from 14 ports across the country.

About the Group

Oceanic Trade Minerals Private Limited incorporated in the year 2019. The Registered Office is
in Mumbai. Oceanic Trade Minerals Private Limited currently engaged in Import and trading
of Natural Gypsum, Cement Clinker and Laterite. The Current Directors of the company are
Mrs. Sunita Manoj Khetan and Mr. Manoj Shyam Sunder Khetan.

Analytical Approach
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Extent of Consolidation
«Full Consolidation

Rationale for Consolidation or Parent / Group / Govt. Support
Acuité has consolidated the business and financial risk profiles of Oceanic Trade Minerals
Private Limited and Kay Kay Trading Company and hereinafter referred to as Oceanic Group

on account of their common line of business, common management, and significant
operational and financial linkages.

Key Rating Drivers

Strengths

>Experienced management and established t rack record of operations with
reputed clientele

The Mumbai-based Oceanic Group incorporated by Mr. Manoj Khetan and family. The
promoters possess over three decades of experience in the trading business. The extensive
experience of the promoters has helped the group to established strong ties with its suppliers
and customers. As a result the revenues of the company have grown at a compounded
annual growth rate (CAGR) of 14% over the last three years through FY 2022. The group caters
to renowned cement manufacturing companies, including Ultratech Cement Ltd., Dalmia
Cement Ltd., JK Cement Ltd., Ramco Cement Ltd., amongst others. The extensive
experience of promoters is reflected through the improvement is the revenue of the group at
Rs.906.87 crore in FY2022 (Prov) against 706.88 crore in FY2021. However, the group is expected
to achieve revenues of around Rs.1000-1100 crore in FY2023. The group has orders in hand of
around Rs.189.14 crore as on 31st July, 2022.

Acuité believes that the group will continue to benefit from its experienced management
and established relationships with both customers as well as suppliers in the medium term.

>Healthy financial risk profile

The group’s financial risk profile is moderate marked by modest networth, moderate total
outside liabilities to total net worth (TOL/TNW) and above average debt protection
indicators. The gearing stood at 0.75 times as on March 31, 2022 against 0.55 fimes as on
March 31, 2021 on account of plough back of profits to reserves. TOL/TNW stood at 2.46 times
as on March 31, 2022 against 3.49 times as on March 31, 2021. Of the total debt of Rs.34.49
crore as on March 31, 2022, long-term debt stood at Rs.0.36 crore, short-term debt stood at
Rs.30.70 crore, unsecured loans stood at Rs.3.43 crore. The company has followed a
moderately aggressive financial policy in the past as reflected by peak gearing levels of
around 0.77 times as on March 31, 2020.

Tangible net worth of the group stood modest at Rs.45.71 crore as on March 31, 2022 against
Rs.32.88 crore as on March 31, 2021. The networth are expected to remain modest on
account of limited accretion to reserves. Debt protection metrics of interest coverage ratio
and net cash accruals to total debt stood comfortable at 13.02 times and 0.53 times
respectively in FY2022; while DSCR stood at 9.33 times in FY2022.

Acuité believes that the financial risk profile of the firm is expected to remain moderate in the
absence of any major debt funded capexin near to medium term.

>Efficient working capital management

Group's working capital operations are efficient marked by moderate Gross Current Asset
days (GCA) of 59 days in FY2022 against 72 days in FY2021. This is majorly on account of
efficient inventory and receivable management. The inventory days stood at 26 days in
FY2022 against 07 days in FY2021. The inventory holding policy of the firm depends on the
demand and orders in hand. However, there are no dead stock or cancelled orders. The
debtors’ days stood at 22 days in FY2022 against 27 days in FY2021 which is corresponding to
normal terms with the customers. The credit period given to customers is 0-30 days. The
creditors’ days stood af 25 days in FY2022 against 41 days in FY2021. The firm makes advance
payment partially and the remaining is paid within 1 month. The current ratio of the firm also
remained moderate at 1.43 times as on March 31, 2022. However, working capital limits
remains utilized at 40-43 percent for last 06 months ended July, 2022.
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Acuité believes that the ability of the group to maintain efficient working capital
management willremain a key rating sensitivity.

Weaknesses

>Vulnerability of profitability owing to volatility in cement prices

The profitability margins of the group are susceptible to volatility in gypsum and clinker prices
in the international market as the group imports 100 percent of its fraded goods from

Middle Eastern countries. Significant changes in prices of gypsum and clinkers impact the
margins of the group.

Acuité believes that profitability of the group will remain susceptible to volatility in gypsum
and clinker prices in the near to medium term.

>Susceptibility to cyclicality nature of industry and competitive nature of industry
The group engaged in trading business of gypsum, clinker and laterite to the top cement
manufacturers of the country. The cement consumption is majorly dependent upon the
economic activities taking place in and around the country. The end user industry being
infrastructure and real state, any significant slowdown in these industries will impact the
demand of cement and willimpact the revenues of the group. Further, the firm competes
with various players in the organized and unorganized segments in the gypsum trading
industry, thus limiting the pricing power.

Rating Sensitivities

o Growth inrevenue with sustainability of the profitability margins.
¢ Any deterioration of its financial risk profile and liquidity position.

Material Covenants
None.

Liquidity Position: Strong

The group has strong liquidity position as reflected by adequate net cash accruals. The firm
generated cash accruals in the range of Rs.12.79 crore - Rs.18.40 crore during the last three
years through FY2020-22. It is expected to generate cash accruals in the range of Rs.24.47
crore - Rs.33.37 crore over the medium term. Unencumbered cash and bank balances stood
at Rs.17.98 crore as on March 31, 2022 with a current ratio of 1.43 times in the same period.
Liquid investments stood at Rs.4.23 crore as on March 31, 2022. Group's working capital
operations are efficient marked by moderate Gross Current Asset days (GCA) of 59 days in
FY2022 against 72 days in FY2021. This is majorly on account of efficient inventory and
receivable management. The working capital limits remained utilized at ~40-43 percent for
last trailing 06 months ended July, 2022.

Acuité believes that liquidity profile is expected to remain strong on account of adequate
cash accruals.

Outlook:

Acuité believes that the group will maintain a ‘Positive’ outlook over the medium term owing
to its experienced management & long track record of operations, stable in the revenues &
margins, comfortable financial risk profile & strong liquidity position. The outlook may be
revised to 'Stable' if the group demonstrates low revenues & margins from the current levels or
deterioration in the financial risk profile. Conversely, the outlook may be revised to '‘Negative'
in case the group further registers lower than expected growth in revenues and profitability or
further deterioration in its working capital management or larger-than expected debtfunded
capex leading to deterioratfion in its financial risk profile and liquidity.

Other Factors affecting Rating
None

Key Financials
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Particulars Unit FY 22 (Provisional) | FY 21 (Actual)
Operafing Income Rs. Cr. 906.87 706.88
PAT Rs. Cr. 17.92 12.75
PAT Margin (%) 1.98 1.80
Total Debt/Tangible Net Worth Times 0.75 0.55
PBDIT/Interest Times 13.02 14.73

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

None.

Any Other Information
None.

Applicable Criteria

* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criterio-

53.htm

* Consolidation Of Companies: https.//www.acuite.in/view-rating-criteria-60.htm
* Default Recognition: https://www.acuite.in/view-rating-criteria-52.htm
* Trading Entitie: https://www.acuite.in/view-rating-criteria-61.htm

Note on Complexity Levels of the Rated Instrument
https://www.acuite.in/view-rating-criteria-55.htm

Rating History

Name of Amount .
Date Instruments/Facilities Term (Rs. Cr) Rating/Outlook
. Long ACUITE BBB+ | Posifive (Upgraded from
Cash Credit Term 14.75 ACUITE BB+)
oo cancredit | 9M9) 2000 | ACUTE 888+ | Posiive (Assigned]
Cash Credit %g{‘rﬁ 5.25 ACUITE BBB+ | Positive (Assigned]
10 Feb . Long ACUITE BB+ (Downgraded and Issuer not
2022 Cash Credif Term| 1479 co-operating*)
25Feb . Long ACUITE BBB+ | Stable (Upgraded from
2021 Cash Credit | g | 1475 ACUITE BB+)
. Long ACUITE BB+ (Downgraded and Issuer not
27 Oct Cash Credit Term| 11:90 co-operating*)
2020 Proposed Bank Short 395 ACUITE A4+ (Downgraded and Issuer not
Guarantee Term : co-operating®)
Proposed Bank Short
02 Aug Guarantee Term 3.25 | ACUITE A3+ (Upgraded from ACUITE A3)
2019 . Long ACUITE BBB | Stable (Upgraded from
Cash Credit | rgrm| 1150 ACUITE BBB- | Stable)
Cosh Credit |19l 7.00 ACUITE BBB- | Stable [Assigned
20 Jun| Proposed Cash Credit | 7919 5,00 ACUITE BBB- | Stable (Assigned)
2018 Bank Guarantee ?232 2.00 ACUITE A3 (Assigned)
Proposed Bank Short .
Guarantee Term 0.75 ACUITE A3 (Assigned)
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Annexure - Details of instruments rated

Lender’s _— Date Of | Coupon | Maturity |Quantum .

Name BN Facilities Issuance Rate Date | (Rs.Cr.) Ratfing
ndusind | Not | Cash | Not | Not | Not | ,o09 ACPL(J)';EﬁEZBT |
Bank Ltd |Applicablel Credit |Applicable|Applicable{Applicable : Reaffimed
Yes Bank Not Cash Not Noft Noft 20.00 ACPtcjalliE’riEiBT |

Ltd  |Applicable| Credit |Applicable{Applicable|Applicable : Reaffmed
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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratfings under BASEL-Il norms in the year 2012. Acuité has
assigned 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 Kanjurmarg, 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.
Ratings assigned by Acuité 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. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité.
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