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Facilities Amount (X crore) Rating' Rating Action
Long Term Bank Facilities 23.50 CARE BB; Stable Assigned
Short Term Bank Facilities 6.50 CARE A4 Assigned

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The ratings assigned to the bank facilities of Indcarb Activated Carbon Private Limited (Indcarb) are constrained by small and
nascent stage of operations, weak capital structure, susceptibility of profitability margins to fluctuations in raw material prices,
seasonality impact and foreign currency rate fluctuations.

However, the ratings derive comfort from the extensive experience of the promoters in the activated carbon industry, wide market
presence in both export and domestic markets, and favourable demand prospects for coconut shell based activated carbon
(CSAQC).

Rating sensitivities: Factors likely to lead to rating actions

Positive factors

e Improvement in scale of operations above Rs.100 Crore with PBILDT margin above 13%
e Improvement in overall gearing below 2.5x

Negative factors

e Any stretch in collection of receivables leading to tightening of liquidity position
e Any large debt funded capex leading to moderation in capital structure with overall gearing above 4x

Analytical approach: Standalone

Outlook: Stable
The stable outlook reflects that the company’s operations will continue to remain stable aided by experienced management and
demand prospects for its products from various business segments.

Detailed description of the key rating drivers:

Key weaknesses

Small and nascent stage of operations:

The company is involved in manufacturing of activated carbon produced from the coconut shells. The company has installed
capacity of 4500 MTPA with 2 kilns and commercial production was started only from April 2021. The scale of operations remained
small with operating income of Rs.76.82 crore in FY23 (Prov) (refers to the period April 01, 2022 to March 31, 2023) however
grown at the y-o-y growth of 104.91% over FY22. Indcarb booked income of Rs.23.80 crore in 5mFY23 (refers to the period
April 01, 2023 to August 31,2023). The unit has 2 Kilns with capacity of 4500 MTPA together. The commercial production of first
Kiln started in April 2021 while the other one started in September 2021.

Weak capital structure:

The capital structure of the company stood weak with overall gearing of 3.90 as on March 31, 2023 due to the debt funded capex
towards setting up the machineries. The networth also stood low at Rs.7.23 crore as on March 31, 2023. The debt coverage
indicators stood moderate with Total debt/ GCA of 3.34 as on March 31, 2023 albeit improved from 27.14 as on March 31, 2022.

Profitability margins exposed to volatility of raw material prices and forex fluctuations:

The company's operating profitability is vulnerable to fluctuations in raw material prices, such as shell charcoal, which account
for a sizable share of total manufacturing costs. Sharp variations in raw material prices can have a long-term influence on the
company's profitability. The harvest of coconut depends on the monsoons, making the supply of coconut shell-based charcoal
seasonal. Any shortage of coconut shell supply will have a direct impact on production, and a rise in charcoal costs will have an
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impact on margins. The supply of coconut shells often lags behind the production of coconuts by a year since coconut shells are
the last in the queue of coconut use.

The company’s exports are denominated in USD and Euro, the company is open to forex risk as there are no hedging mechanism
in place as on date. Any adverse fluctuations in the exchange rates may have detrimental effects on the profitability of the
company.

Key strengths

Extensive experience of the promoters:

The promoter Mr. Gokul Thotikamath, the Chairman and Managing Director has over 25 years of experience in FMCG marketing
and 4 years in business consulting. The directors, Mr. Joshy Joseph and Mr. Abdul Kahar have nearly three decades of experience
in activated carbon industry. Mr. Prejit Kannapan, Director, has over 2 decades of experience in finance and new business ventures
and takes care of the finance department of Indcarb. The extensive experience of the promoters in the relevant sectors enabled
the company to establish a wide customer base.

Wide market presence in both export and domestic markets:
The shell-based charcoal finds its advantage across various industries such as water purification, air purification, food and
beverage industry, Pharmaceuticals, Gold mining Industry etc. Around 50% of company’s products cater to Gold mining industry.
The company derives around 55% its income through exports to different countries like Burkina Faso, Tanzania and other African
companies and also to Korea, US and Germany. The top 10 customers contributed to 80% of sales in FY23 however the same
improved to 67% in 4mFY24 (refers to the period April 1 to July 31).

Favorable demand prospects for coconut shell based activated carbon:

During the last five years, exports of coconut and coconut products have increased at a compound annual growth rate of 7.2
percent but with large inter-year variations. In 2021-22, activated carbon was the highest foreign exchange earning product
among all coconut products excluding coir and accounted for 64 percent of total exports of coconut products. The major importers
of coconut from India are Vietnam, the UAE, Bangladesh, Malaysia, and USA. Overall, the Indian CSAC market is expected to
continue to grow steadily in the next five years, driven by growing demand for water filtration, equipment for air purification and
other industrial uses like gold purification, petrochemical uses etc.,

Liquidity: Adequate

The liquidity is adequate marked by accruals of Rs.8.45 crore in FY23 against repayment obligations of Rs.3.46 crore in FY24 and
moderate cash balance of Rs.2.33 as on March 31, 2023. The operating cycle of the company remained comfortable at 62 days
in FY23 (PY: 52 days). The company has working capital limits of Rs.6.5 crore and the average utilization stood low at around
20% for the past 12 months ended July 2023.

Assumptions/Covenants: Not Applicable

Environment, social, and governance (ESG) risks: Not Applicable

Applicable criteria
Policy on default recognition
Financial Ratios — Non financial Sector
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch
Short Term Instruments
Manufacturing Companies

About the company and industry
Industry classification

Macro Economic Sector Industry ‘ Basic Industry
Indicator

Commodities Chemicals Chemicals & Petrochemicals | Specialty Chemicals

Indcarb Activated Carbon Private Limited (Indcarb) was established in 1990 in the name of Sleeves India Private Limited and is
engaged in manufacturing and sale of coconut shell based activated carbon in both domestic and export markets, with installed
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capacity of 4500 MTPA. Located in Palakkad, Kerala the company’s day-to-day operations are managed by Mr. Gokul Thotikamath,
the Chairman & Managing Director of the company.

Brief Financials (X crore) March 31, 2022 (A) March 31, 2023 (P) 5MFY24 (P)

Total operating income 37.02 76.82 23.80
PBILDT 2.68 10.85 NA
PAT -5.55 3.28 NA
Overall gearing (times) 8.21 3.90 NA
Interest coverage (times) 1.50 4.37 NA

A: Audited; P: Provisional; NA: Not Available; Note: ‘the above results are latest financial results available’

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable

Rating history for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Complexity level of various instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Rating
LB Maturity Size of the Assigned
Name of the Issuance Coupon D DD I I ith
Instrument Rate (%) i ssue a ong_W|t
MM-YYYY) (X crore) Rating
Outlook
Fund-based - CARE BB;
LT-Term Loan ) ) June 2029 23.50 Stable
Fund-based -
ST-Working - - - 6.50 CARE A4
Capital Limits

Annexure-2: Rating history for the last three years

Current Ratings Rating History

Date(s) Date(s) Date(s) Date(s)
and and and and
Rating(s) Rating(s) Rating(s) Rating(s)
assigned assigned assigned assigned
in 2023- in 2022- in 2021- in 2020-
p\p 2] 2023 2022 2021

Name of the
Instrument/Bank Amount

Facilities Type Outstanding Rating
(X crore)

Fund-based - ST-
1 Working Capital ST 6.50 CARE A4
Limits
CARE
) Fund-based - LT- T 23.50 BB;
Term Loan
Stable

LT-Long term; ST-Short term.

Annexure-3: Detailed explanation of covenants of the rated instruments/facilities — Not Applicable
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Complexity Level

1 Fund-based - LT-Term Loan Simple

2 Fund-based - ST-Working Capital Limits Simple

Annexure-5: Lender details

To view the lender wise details of bank facilities please click here

Note on the complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis
of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.
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About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings 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 has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings 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 have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings 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 is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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