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Rating Rationale

Acuité has downgraded its long-term rafing fo ‘ACUITE B+' (read as ACUITE B plus) from
‘ACUITE BB- ‘(read as ACUITE double B minus) and reaffirmed its short-term rating of
‘ACUITE A4’ (read as ACUITE A four) on the Rs.29.74 Cr. bank facilities of Phthalo Colours
and Chemicals India Limited (PCCIL). The outlook is ‘Stable’.

Reason for rating

The rating downgrade reflects the deterioration in the business risk profile of the company in
FY23(Prov). The operating income of the company deteriorated and stood at Rs.112.80 crore
in FY23 (Prov) as against the revenue of Rs.184.63 crore in FY22. Majority of sales are done to
USA and Europe region. The decline in the operating income is due to the slump in the
demand in the overseas markets. The operating profitability also declined and stood at 3.69
percent in FY23(Prov) as against 7.64 percent in FY22. The rating downgrade also takes into
consideration the below average financial risk profile, working capital intensive operations
and stretched liquidity position of the company.

About the Company

Mumbai based, PCCIL was incorporated in 1991 as a public limited company by Mr. Priyam
Jhaveri and is engaged in manufacturing and export of Phthalocyanine pigments under the
brand name of “Rangday”. The company is one of the group companies of the reputed
Mumbai based Nanavati Group having a legacy and experience of more than six decades
of diversified business interests. The company products such as Phthalocyanine Blue and
Phthalocyanine Green have diverse applications across industries like printing ink, paints and
coatings, plastics etc.

Analytical Approach

Acuité has considered the standalone business and financial risk profiles of PCCIL to arrive at
this rating.

Key Rating Drivers
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Strengths

Established track record of operations along with experience management
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PCCIL was established in 1991 as a public limited company by Mr. Priyam Jhaveri who possess
more than four decades of experience in the pigment industry. The company is one of the
group companies of the reputed Mumbai based Nanavati Group having a legacy and
experience of more than six decades of diversified business interests. The promoter is
supported by experienced and qualified second line of management to run the day-to-day
operations of the company. PCCIL exports ifs products to countries like USA, Latin America
and Russia. Major exports i.e., around 60-70 percent are done to USA and Europe. The
extensive experienced of the promoter in the aforementioned industry has helped the
company to established and maintain long term relationship with its customers since its
inception. Acuité believes that PCCIL will sustain its existing business profile on back of an
established track record of operations and experienced management in the medium term.

Weaknesses

Below average financial risk profile

The financial risk profile of the company is below average with low networth, high gearing
levels and weak debt protection metrics. The tangible net worth of the company stood at
Rs.26.37 crore as on March 31, 2023 (Prov), as against Rs.31.28 crore as on March 31, 2022. Out
of the Rs.27.50 crore of total capital, Rs.8.82 crore is preference share capital. The company
has infused ~Rs.3.63 crore in FY23 and ~Rs.9.00 crore in 6MFY24. The gearing of the company
stood high at 2.13 times as on March 31, 2023(Prov), as against 1.84 times as on March 31,
2022. The total debt of the company consists of long-term debt of Rs.29.75 crore, unsecured
loans of Rs.8.40 crore and short-term debt of Rs.10.45 crore as on March 31, 2023(Prov). The
Trade finance promissory notes of Rs.17.68 crore was paid off in FY23 and the company has
added a term loan of ~Rs.18.14 crore to repay the same. The company has undertaken
capacity expansion of Rs.22 crore which will be partly debt funded and partly equity funded.
The interest coverage ratio stood at 0.72 fimes as on March 31, 2023(Prov), as against 1.39
times as on March 31, 2022. The DSCR stood below unity at 0.38 times as on March 31,
2023(Prov), as against 0.85 times as on March 31, 2022. Acuité believes that the ability of the
company to improve its financial risk profile will remain key monitorable over the near to
medium term.

Working capital intensive operations

The company’s operations are working capital intensive as evident from the GCA days of 203
days as on March 31, 2023 (Prov) as against GCA days of 197 days as on March 31, 2022. The
inventory days stood at 114 days for FY23(Prov) as against 99 days for FY22. The inventory
majorly consists of the finished goods. Due to the decrease in the demand for products there
was inventory pileup in FY2023. The average inventory holding period is around 90 days. The
debtors’ days stood at 52 days for FY23(Prov) as against 73 days for FY22. The average credit
period allowed to the customers is around 80 days. The creditors days stood at 180 days for
FY23(Prov) against 186 days for FY22. The average credit period received from the supplier is
around 90 days. The average ufilization of the bank limits is high at around 84 percent for six
months ending August ‘2023. Acuité believes that the ability of the company to improve its
working capital operations will remain key monitorable over the near to medium term.

Susceptibility of operating performance to input price volatility

Copper Phthalocyanine Crude is the major raw material for the company. The prices of the
raw material is highly volatile in nature and any adverse movement in the price of raw
material may impact the profitability of the company.

Rating Sensitivities

Improvement in revenues and profitability margins
Further deterioration in the financial risk profile of the company
Deterioration in working capital management leading to stretched liquidity

All Covenants
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Not Applicable

Liquidity position: Stretched

The company has a stretched liquidity position marked by low net cash accruals against the
maturing debt obligations. The company generated cash accruals of negative Rs.1.94 crore
in FY23(Prov) as against maturing debt obligations of Rs. 6.24 crore over the same period. The
company is estimated to generate cash accruals of Rs.0.74 crore-3.80 crore over the period
2024-2025 against maturing debt obligations of Rs.5.68-6.21 crore over the same period. The
company maintains unencumbered cash and bank balance of Rs.1.14 crore as on March 31,
2023(Prov). The current ratio stood at 1.04 times as on March 31, 2023(Prov). Acuite believes
that the liquidity of the company will continue to remain stretched over the medium term.

Outlook: Stable

Acuité believes that the company will maintain ‘Stable’ outlook in the medium term on
account of the extensive experience of the promoters in the pigment industry. The outlook
may be revised to 'Positive’ in case the company registers significant growth in its revenue
and profitability. Conversely, the outlook may be revised to 'Negative' in case of less-than
expected generation of cash accruals or stretch in its working capital cycle leading to
deterioration of its financial risk profile and liquidity.

Other Factors affecting Rating

None
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Key Financials

Particulars Unit FY 23 (Provisional) | FY 22 (Actual)
Operating Income Rs. Cr. 112.80 184.63
PAT Rs. Cr. (4.89) 0.20
PAT Margin (%) (4.33) 0.11
Total Debt/Tangible Net Worth Times 2.13 1.84
PBDIT/Interest Times 0.72 1.39

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

India ratings vide its press release dated 9th Sept 2022, had rated the company to IND-RA

D/D; Issuer Not Cooperating

Any other information
None

Applicable Criteria

* Default Recognition :- https://www.acuite.in/view-rating-criteria-52.hfm
* Entities In Manufacturing Sector:- https://www.acuite.in/view-rating-criteria-59.htm
* Application Of Financial Ratfios And Adjustments: https://www.acuite.in/view-rating-criteria-

53.htm

Note on complexity levels of the rated instrument

In order to inform the investors about complexity of instruments, Acuité has categorized such
instruments in three levels: Simple, Complex and Highly Complex. Acuite’ s categorisation of
the instruments across the three categories is based on factors like variability of the returns to
the investors, uncertainty in cash flow patterns, number of counterparties and general
understanding of the instrument by the market. It has to be understood that complexity is
different from credit risk and even an instrument categorized as 'Simple' can carry high levels
of risk. For more details, please refer Rating Criteria “"Complexity Level Of Financial

Instruments” on www.acuite.in.
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Rating History

Date Insirur::r:r’r‘;F%fciliﬁes Term Amoucr:; (ke Rating/Outiook
Packing Credit ?Qﬁq 10.00 ACUITE A4 (Reaffirmed)
Working Capital Term Loan %grnr% 1.89 AC(UéTeEoBf?i_m']esi%ble
Cash Credit tong 065 | " Reattmod
2;5;; Proposed Bank Facility %grnr% 0.20 AC(URITeEoBf?i_rrr']eSE])ble
Term Loan %grnrg 14.33 AC(LgTeEOBf?{rrJ]gi%ble
Working Capital Term Loan %grnr% 0.57 AC(URITeEoBf?i_rrr']eSE])ble
Packing Credit aoont 210 | ACUIE A4 Reffimed
Working Capital Term Loan %grnr% 1.00 ACU(IITA\ESSB%”E;T)G ole
Packing Credit aoont 275 | ACUITE A4 (Assigned)
08 Apr Working Capital Term Loan %grnr% 4.00 ACU(IITA\ESSB%”E;T)G ole
2021 Term Loan %grnrg 10.10 ACU(IESSZ-ngéT;] ole
Working Capital Term Loan #grnr% 1.89 ACU(IITA\ESSB%”E;T)G ole
Packing Credit oot 10.00 |  ACUITE A4 (Assigned)
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Annexure - Details of instruments rated

Lender’s .. | Date Of | Coupon | Maturity [Complexity |Quantum .
Name ISIN Facllties Issuance Rate Date Level |(Rs.Cr.) Ratfing
Kotak ACUITE B+ |

. Not Cash Not Not Not :
Mggﬂgro Applicable| Credit [Applicable|Applicable|Applicable Simple 1.40 Dg\i/?mglrg d|e q
Union ACUITE B+ |
Noft Cash Noft Not Not :
Bank of . . . . . Simpl 3.00 Stabl
I?wrgji g Applicable| Credit |Applicable|Applicable|Applicable mple D ow?\ gri d|e q
Kotak
- Not Not Not Not , ACUITE A4 |
M%gﬂgro Applicable PC/PCFC Applicable|Applicable|Applicable Simple 210 Reaffirmed
Union
Not Not Not Not : ACUITE A4 |
Bﬁgﬁ g f Applicable PC/PCFC Applicable|Applicable|Applicable Simple 7.00 Reaffirmed
Kotak ACUITE B+ |
: Not Term Not Not Not :
M%gﬂgro Applicable| Loan | available | available | available Simple 14.57 Dgﬁglrg d|e q
. Working
senicof | Not | Capiial|  Not Not Not | Simple | 1.67 AsctglgjeB +| |
India Applicable [ggp] available | available | available : Downgraded
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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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