Acuite”

RATINGS & RESEARCH

Press Release
Ceramax Granito Limited (Erstwhile Ceramax Granito Private Limit
April 17, 2023
Rating Assigned and Reaffirmed

Quantum . Short Term
Product (Rs. Cr) Long Term Rating Rating
Bank Loan Ratings 10.00 ACUITE BBB- | Negative | Assigned -

. ACUITE BBB- | Negative | Reaffirmed

Bank Loan Ratings 61.89 | Stable fo Negative -
Bank Loan Ratings 0.11 - ARCeUngﬁﬁe'd
Total Ouvtstanding
Quantum (Rs. Cr) 72.00 ) i

Rating Rationale
Acuité has reaffirmed the long-term ratfing at ‘ACUITE BBB-’ (read as ACUITE t riple B
minus) and the short term rating at ‘ACUITE A3’ (read as ACUITE A three) on the Rs. 62.00
Cr. bank facilities of Ceramax Granito Limited (CGL). The outlook is revised from ‘Stable’ to
‘Negative’.

Acuité has also assigned the long term rafing of ‘ACUITE BBB-' (read as ACUITE t riple B
minus) on the Rs. 10.00 Cr. bank facilities of Ceramax Granito Limited (CGL). The outlook is
‘Negative’.

Rationale for reaffirmation, assigned / revision in outlook

Rating takes into account the improving scale of operations on the back of consequent
capacity expansions, moderate financial risk profile of the company marked by improvement
in net worth and average debt protection metrics and vast experience of promoters in the
industry. However, outlook has been revised on account of working capital intensive nature
of operations which has resulted in continuous high dependence on short term external debt.
High working capital limit utilization and low unencumbered cash and bank position leaves
little buffer to fund any incremental working capital requirements leading to short term liquidity
issues. Going forward, company's ability to manage working capital requirements along with
meeting its increasing maturing debt obligations will remain key rating sensitivity.

About the Company

CGL incorporated in the year 2016 is a Bikaner, Rajasthan based entity engaged in the
business of manufacturing Ceramic & Glazed Vitrified Tiles. The company sells its products in
domestic market through its wide network of more than 200 dealers spread across the states
in Northern India like Punjab, Haryana, Rajasthan, Gujarat, Uttar Pradesh, Uttarakhand
amongst others.
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Analytical Approach

Acuité has considered the standalone view of the business and financial risk profile of CGL to
arrive at the rating.

Key Rating Drivers

Strengths

Experienced management in the ceramics industry

CGL incorporated in the year 2016 is engaged in manufacturing of Ceramic & Glazed Vitrified

tiles. It is promoted by Mr. Kunj Bihari Gupta (Chairman) and his son Mr. Sidharth Gupta (Director).
Also, the company has a qualified team of senior management supporting the promoters.

The promoters along with key managerial personnel have an experience of over four decades in the
ceramics industry. Acuité believes that CGL will continue to benefit from its experienced management
which will help the company to establish a healthy relationship with its customers and suppliers.
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Moderate financial risk profile
Financial risk profile of the company stood moderate marked by moderate net worth,
leverage and debt protection metrics. Tangible net worth of the company stood at Rs. 35.33

Cr as on 315 March 2022 as against Rs. 22.72 Crin FY 2021. The increase in net worth is
aftributed to accretion of profits in reserve and surplus account, increase in equity share
capital and security premium. Total debt of Rs. 78.08 Cr in FY 2022 consists of Rs. 33.48 Cr of
long term borrowings, Rs. 16.10 Cr of unsecured loans, Rs. 19.99 Cr of working capital
borrowings and Rs. 8.51 Cr of CPLTD. Gearing (Debt to Equity) moderated to 2.21 times in FY
2022 from 1.78 times in FY 2021 due to increase in debt levels as a result of capex undertaken
for establishing GVT unit. Interest coverage ratio moderated but stood strong at 4.50 fimes in

FY 2022 as against 4.88 times in FY 2021. DSCR moderated to 1.19 times in FY 2022 as against
1.78 fimes in FY 2021. NCA/TD moderated to 0.09 times in FY 2022 as against 0.22 times in FY

2021 and Debt-EBITDA moderated from 3.00 times in FY 2021 o 6.93 times in FY 2022 due to
increase in debt levels. Although company is executing debt funded capexin FY 2023, team
believes that due to the positive contribution of capacity expansion on scale of operations
company will be able to maintain the financial risk profile in the medium term without
experiencing any significant deterioration.

Weaknesses

Working Capital Management

The operations of CGL are working capital intensive marked by its increase in Gross Current
Assets (GCA) of 216 for FY 2022 (Audited) as against 145 days for FY2021. This is primarily on
account of high inventory days which stood at 153 days in FY 2022 (Audited) as against 27
days in FY2021 as aresult of increase in purchase of raw materials required towards
production of its new GVT segment as well as due to an increase in unsold finished goods lying
with the company during the year end of the same segment. On the other hand, debtors
cycle stood improved at 79 days in FY 2022 (Audited) as against 100 days in FY 2021 on
account of improved realization from its customers. Creditors cycle however got stretched
and stood at 143 days in FY 2022 (Audited.) as against 71 days in FY 2021. Working capital
limits remained almost fully utilized at an average of 97.85% for the 15 months’ period between
December 2021 to February 2023. Although Acuite believes that with the stabilization of
production in GVT segment and as per provisional figures of FY 2023, GCA days will moderate
as against FY 2022, however the high bank limit utilization indicates elevated working capital
requirements leading to short term liquidity issues.

Intense competition and vulnerability to cyclicality in end-user industry

The ceramic tiles industry is infensely competitive, with many smaill and large players.
Additionally, the industry is fragmented and dominated by the unorganised sector. Further,
the company faces significant competition while selling its products under own brand from
reputed players such as Kajaria Ceramics Ltd, Somany Ceramic Limited, H&R Johnson (India)
(a division of Prism Cement Ltd) and Orient Bell Ltd. The competition, intensified in the past
because of significant capacity addition by various manufacturers and moderation in
demand which happens with cyclicality in the real estate sector, which pressurised the overall
tile realisation of the company in the past. The intensity of the competition restricts the
profitability, due to the limited pricing flexibility.

Rating Sensitivities
e Ability to achieve significant improvement in its scale of operations while maintaining
profitability margin.

« Any further deterioration in the working capital cycle.
e Liquidity Position.
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Material covenants
None.

Liquidity Position

Stretched

Company has stretched liquidity position wherein it is facing short term liquidity crunch. In FY
2022 company has generated net cash accrual of Rs. 7.31 Cr against maturing debt
obligation of Rs. 5.80 Cr. In FY 2023 company is expected to generate NCA of around Rs. 14.54
Cr against maturing debt obligation of Rs. 8.51 Cr. Company has unencumbered cash and
bank position of Rs. 0.16 Cr and current ratio of 0.88 times in FY 2022. Bank limit utilization has
consistently remained high wherein utilization has remained above 99% in the last 6 months
and average utilization standing at 97.85% for the 15 months’ period between December
2021 to February 2023.

Outlook: Negative

Acuité believes that CGL will continue to have short term liquidity pressure and hence the
outlook is revised to "Negative". The outlook may be revised to 'Stable' in case of significant
and sustained growth in revenue and profitability while effectively managing its working
capital cycle and maintaining adequate liquidity position. Conversely, the rating can be
downgraded in case of significant dip in revenue or deterioration in the working capital
management resulting info further stress on liquidity profile of the company.

Other Factors affecting Rating
None.
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Key Financials

Particulars Unit | FY 22 (Actual) FY 21 (Actual)
Operating Income Rs. Cr. 72.41 68.80
PAT Rs. Cr. 4.90 5.95
PAT Margin (%) 6.77 8.65
Total Debt/Tangible Net Worth Times 2.21 1.78
PBDIT/Interest Times 4.50 4.88

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

Not Applicable.

Any other information
None.

Applicable Criteria

* Default Recognition :- https://www.acuite.in/view-rating-criteria-52.htm

* Entities In Manufacturing Sector:- https://www.acuite.in/view-rating-criteria-59.htm
* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criterio-

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

Name of

Date Instruments/Facilities Term (Rs. Cr) Rating/Outlook
Long ACUITE BBB- | Stable (Upgraded from
Term Loan Term| 376 ACUITE BB+ | Stable)
Long ACUITE BBB- | Stable (Upgraded from
Term Loan Term| 022 ACUITE BB+ | Stable)
Proposed Bank Facility ?gfr:r 0.68 | ACUITE A3 (Upgraded from ACUITE A4+)
. Lon .
01 Jul Cash Credit Terr% 3.56 ACUITE BBB- | Stable (Assigned)
2022 . Long ACUITE BBB- | Stable (Upgraded from
Cash Credit | 1opm| 1444 ACUITE BB+ | Stable)
Long ACUITE BBB- | Stable (Upgraded from
Term Loan Term| 2791 ACUITE BB+ | Stable)
Term Loan %gprg 2.44 ACUITE BBB- | Stable (Assigned)
Long ACUITE BBB- | Stable (Upgraded from
Term Loan Term| 877 ACUITE BB+ | Stable)
Term Loan %gprg 4.85 ACUITE BB+ | Stable (Assigned)
Proposed Bank Facility ?gfrg 0.77 ACUITE A4+ (Assigned)
7 Jun Term Loan %gprg 0.83 ACUITE BB+ | Stable (Assigned)
2021 Term Loan 20Nl 28,00 ACUITE BB+ | Stable (Assigned
Lon .
Term Loan Terr% 11.55 ACUITE BB+ | Stable (Assigned)
Cash Credit #gr”rﬁ 10.00 ACUITE BB+ | Stable [Assigned)
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Annexure - Details of instruments rated

Acuité Ratings & Research Limited

Lender’s Date Of | Coupon | Maturity | Complexity | Quantum .
Name ISIN  Facilifies Issuance | Rate Date Level | (Rs. Cr.) Rafing
ACUITE
BBB- |
Negative
Stafe Bank]  Nof Cash Not Not Not Simol 20.00 |
of India |Applicable| Credit |Applicable|Applicable|Applicable| >'MP'€ WV IReaffirmed
| Stable
fo
Negative
ACUITE
BBB- |
Negative
Not Not Prg%o:gd Not Not Not Simole 700
Applicable|Applicable Credit Applicable|Applicable|Applicable P : Reaffrmed
| Stable
fo
Negative
Proposed
Not | Not |'short | Not | Not | Not [ g | o [FUEA
Applicable|Applicable [grcrn Applicable|Applicable|Applicable Reaffimed
ACUITE
BBB- |
Negative
State Bankl  Nof Term Not Not Not Simol 200
of India |Applicable| Loan |available|available|available| >MP'€ : Reaffimed
| Stable
fo
Negative
ACUITE
BBB- |
Negative
State Bankl  Not Term Not Not Not Simol 4.48
of India |Applicable| Loan |available|available|available| >'MP'€ : Reaffrmed
| Stable
fo
Negative
ACUITE
BBB- |
Negative
State Bankl  Nof Term Not Not Not Simol 0438
of India |Applicable| Loan |available|available|available| ~MP'€ % |Reaffimed
| Stable
fo
Negative
ACUITE
BBB- |
State Bank|  Not Term Not Noft Not . :
of India |Applicable| Loan | available | available | available Simple 10.00 Neg?hve
Assigned
ACUITE
BBB- |
Working Negative
State Bank|]  Nof Capital Not Not Noft Simple 2.44 |
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of India |Applicable| Term | available| available| available Reaffirmed
Loan | Stable
to
Negative
ACUITE
BBB- |
Working Negative
State Bank|  Not Capital Not Noft Noft Simole ] 59
of India |Applicable| Term | available | available | available P : Reaffirmed
Loan | Stable
to
Negative
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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 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 ifs ratings. Ratings assigned by Acuité 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.
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