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On December 13, 2021, the Board of Directors of Greenlam South Limited (GSL), a wholly owned subsidiary of Greenlam 

Industries Limited (Greenlam; rated CARE AA-; Stable/CARE A1+), approved the setting up of a greenfield project for 

manufacturing particle board and allied products (2,31,000 cubic meter per annum) and enhance the capacity of its ongoing 

greenfield project for laminate sheets (from 1.5 mn sheets per annum to 3.5 mn sheets per annum), both located at Nellore, 

Andhra Pradesh. Furthermore, on the same date, the Board of Directors of HG Industries Limited, another subsidiary of 

Greenlam, approved the setting up of a greenfield project for manufacturing plywood and allied products (18.9 mn square 

meter per annum) at Tindivanam, Tamil Nadu. 

The three projects taken together is expected to entail a capital investment of around Rs.950 crore with the particle board unit 

costing around Rs.600 crore, laminate sheets unit costing around Rs.225 crore (increased from Rs.175 crore) and plywood unit 

costing around Rs.125 crore. 

While the laminate sheets and plywood projects are envisaged to be completed by Q4FY23 (refers to the period January 1 to 

March 31), the particle board project is expected to come onstream by Q4FY24. 

CARE Ratings Limited has a consolidated analytical approach for the credit rating of Greenlam and thus takes note of the large 

size capex plan of the company vis-à-vis its present scale of operations. 

The company plans to finance these projects at a debt equity ratio of 65:35 and availment of substantial debt for the project is 

expected to lead to moderation in its capital structure during the project implementation phase. Furthermore, there are inherent 

project implementation and post implementation risks associated with such a large-size project.  

Although Greenlam’s overall gearing is expected to moderate, its debt coverage indicators are expected to remain comfortable 

in the medium-term given its current low debt levels and company’s plan to avail the project debt with adequate moratorium 

period. Apart from having vast experience in the laminates industry, the promoters of Greenlam also have experience of setting 

up and operating plywood project in their earlier venture which is expected to mitigate the project risk to an extent. 

Furthermore, the demand for interior infrastructure products from the organised sector has been witnessing significant growth 

and venturing into these products would lead to diversification in the revenue base of the company apart from growth in its 

scale. However, CARE Ratings Limited also takes note of other capacity additions coming up in the products that the company is 

venturing into which may increase the competitive intensity when all these capacities come onstream. 

CARE Ratings Limited will continue to monitor further developments with regard to these capex plans of Greenlam and the 

impact it would have on the credit metrics of the company. 

Furthermore, on December 10, 2021 Greenlam had announced that it had received an order from the Commission for Air 

Quality Management in the National Capital Region (NCR) and adjoining areas to shut down its Behror plant in order to control 

pollution in the area. However, subsequently on December 16, 2021, the company has received permission from the 

appropriate authority allowing the company to resume manufacturing activity at the said plant whereby it can now run its plant 

for five days per week. Earlier the company was running the plant for six days a week and the present guideline of operating 

for five days a week is not likely to significantly impact its revenue with expected revenue loss of about Rs.25 crore. 

Please refer to the following link for the previous detailed rationale that captures key rating drivers and their description, the 

liquidity position, rating sensitivities, and key financial indicators: Click here 
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About CARE Ratings Limited: 

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and 

Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the 

Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide 

array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by 

knowledge and assessment provided by the company.  
With an established track record of rating companies over almost three decades, we follow a robust and transparent rating 
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best 
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including 
CPs, corporate bonds and debentures, and structured credit.   

Disclaimer 

The ratings issued by CARE Ratings Limited are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not 

recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security. These ratings do not convey suitability or 

price for the investor. The agency does not constitute an audit on the rated entity. CARE Ratings Limited has based its ratings/outlooks based on information 

obtained from reliable and credible sources. CARE Ratings Limited does not, however, guarantee the accuracy, adequacy or completeness of any information and is 

not responsible for any errors or omissions and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by 

CARE Ratings Limited have paid a credit rating fee, based on the amount and type of bank facilities/instruments. CARE Ratings Limited or its subsidiaries/associates 

may also be involved with other commercial transactions with the entity. In case of partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings 

Limited is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The rating/outlook may undergo a 

change in case of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial performance and other relevant 

factors. CARE Ratings Limited is not responsible for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.  

 

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve acceleration of payments in case of 

rating downgrades. However, if any such clauses are introduced and if triggered, the ratings may see volatility and sharp downgrades. 
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