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Facilities/Instruments Amount (X crore) Rating! Rating Action
Long Term Bank Facilities 25.00 CARE BBB-; Stable Assigned
Long Term / Short Term Bank Facilities 56.50 CARE BBB-; Stable / CARE A3 Assigned

Details of facilities in Annexure-1.

Rationale and key rating drivers

The ratings to bank facilities of Anjali Diamonds Private Limited (ADPL) derive strength from its comfortable financial risk profile
backed by healthy networth base, successful scaling up of operations and healthy profitability. The ratings also take cognizance
of experience of management in assembly and supply of diamond processing machinery and adequate liquidity.

The rating strengths are, however, are partially offset by susceptibility of ADPL’s profitability to intense competition and steep
decline of lab grown diamonds (LGD) prices, high customer concentration risk, project risk associated with debt funded capex to
be undertaken in FY25 (FY refers to the period from April 01 to March 31) and limited experience of management in the LGD
value chain.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors
e  Successful completion of the proposed project along with scaling up of operations while maintaining its PBILDT margin
at more than 40% on a sustained basis.
Negative factors
e Higher than envisaged reliance on debt for capital expenditure or substantial increase in its working capital requirements,
weakening its liquidity & financial profile marked by deterioration in its overall gearing above unity.
e Decline in its scale of operations marked by TOI (total operating income) of below Rs.250 crore along with PBILDT
margin below 25% on a sustained basis.

Analytical approach: Standalone

Outlook: Stable
CARE Ratings Limited (CARE Ratings) believes that ADPL will continue to derive benefit from its comfortable financial risk profile

and proposed expansion of its presence in the LGD value chain.

Detailed description of the key rating drivers:

Key strengths

Comfortable financial risk profile backed by healthy net worth base:

ADPL has a comfortable capital structure marked by overall gearing of 0.10x for the year ended March 31, 2024 (Prov.)
[FY23(A):0.02x] with a strong net worth base of Rs.186 crore [FY23(A): Rs.90 crore]. Debt coverage also remained healthy
marked by TD/GCA of 0.19x as on March 31, 2024 (Prov.) [FY23(A): 0.02x]. Nevertheless, the capital structure and coverage
indicators are expected to moderate on account of debt-funded capex.

Successful scaling up of operations and healthy profitability:

ADPL started commercial operations from October 2021. In its first full year of operations i.e. FY23, ADPL had reported TOI of
Rs.163 crore which increased to Rs.233 crore in FY24 (Prov.) registering an y-o-y growth of 43%. During FY24 (Prov.), ADPL
generated revenue from three segments: Selling of diamond processing machinery (52%), sale of polished LGD (45%) and sale
of LGD Jewellery (3%). Going forward, ADPL plans to increase its presence in LGD Jewellery segment.

The PBILDT margin, albeit moderated, remained healthy at 51% during FY24 (prov.) as against 63% in FY23(A). However, going
forward profitability margins are envisaged to moderate further owing to increase in competition and reduction in sales realisation
of LGDs. The gross cash accrual remained high at Rs.98 crore for FY24(Prov.) [FY23(A): Rs. 85 crore].

Key weaknesses

Susceptibility of profitability to intense competition and steep decline of LGD prices

There has been a large capacity addition in the LGD space in India in the recent past. It is expected to intensify the competitive
landscape for the LGD growers and exert strain on the average sales realisation of the LGD prices, which has already reflected a
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declining trend since last two years. Consequently, ADPL’s profitability remains susceptible to competitive intensity, pricing
pressure and its acceptance in the market.

High customer concentration risk and exposure to forex risk:

The customer concentration remains high with top 5 customers contributing around 77% of total operating income (TOI) for
FY24(Prov.). Furthermore, ADPL, being a net exporter, is exposed to exchange rate fluctuations on the timing difference with
regards to receivables and payables.

Implementation risk associated with proposed debt-funded capex to be undertaken in FY25:

ADPL is planning to undertake capex of Rs. 136 crore for installation of 280 CVD machines for inhouse production of rough LGD
diamonds and installation of a captive solar plant with 20-megawatt capacity. The installed capacity of rough LGD production is
envisaged to 6,72,000 carats per annum. The project is envisaged to be funded by internal accrual: Bank debt of 30:70.
Considering, implementation of the project is yet to start, and financial closure is not yet achieved, ADPL is exposed to project
implementation risk.

Limited experience of management in LGD value chain:

While the management have more than a decade of experience in assembly and supply of diamond processing machinery, they
have a limited experience in the LGD value-chain with only 2.5 years in LGD processing and less than a year in jewellery segment.
Moreover, In FY25, ADPL plans to venture in a new segment (LGD growing) with a debt funded capital investment of around
Rs.136 crore. LGD growing is a technology-oriented segment, which is being updated frequently and requires high skillset to yield
quality output.

Considering limited experience in the LGD value chain, ability of the management to achieve required output, scale up the
operations and achieve envisaged profitability remains crucial from credit perspective and hence a key rating monitorable.

Liquidity: Adequate

ADPL has adequate liquidity marked by low long-term debt repayment obligations vis-a vis its gross cash accruals, free cash and
bank balance to the tune of Rs.36.76 crore as on March 31,2024 (Prov.) 2024 (PY: Rs. 7.18 crore as on March 31,2023) and low
utilization of its working capital limits. ADPL has sanctioned working capital limits of Rs. 20 crore, maximum utilization of which
remained at around 27% for the trailing five months ended on March 31, 2024. For FY24, the gross cash accruals remained at
Rs.98 crore as against repayment of Rs.1 crore. For FY25-FY27, ADPL is envisaged to generate gross cash accrual between Rs.
50-65 crore as against envisaged scheduled repayment of Rs. 7-17 crore. Furthermore, the promoters are resourceful and capable
of infusing funds, if required. The working capital cycle remains moderate at 59 days for FY24(Prov.). Net cashflow from operations
remained positive at Rs.115 crore for FY24 (Prov.).

Assumptions/Covenants: Not applicable

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

Applicable criteria

Definition of Default

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies

Financial Ratios — Non financial Sector

Cut and Polished Diamonds

Short Term Instruments

About the company and industry
Industry classification

Macro Economic Indicator | Sector " Industry Basic Industry
Consumer Discretionary Consumer Durables Consumer Durables Gems, Jewellery And Watches

Anjali Daimond Private limited (ADPL) was incorporated on May 15,2021, with commencement of sales of from October 2021.
ADPL is primarily engaged in cutting, polishing & selling of lab-grown diamonds (LGD), selling of machinery related to CVD and
other diamond processing machinery and LGD studded Jewellery. The processing units of ADPL are located at Surat, Gujarat. The
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company sells LGD produced by Chemical Vapour Deposition (CVD) method. Currently ADPL procures rough LGD from market
and polishes the same.

ADPL is a closely held family-owned and managed business, promoted by Ms. Nehalben Sandipkumar Radaiya and Ms. Shilpaben
Rajnibhai Radaiya. ADPL's directors, Mr Gopal Chunibhai Radadia, Mr Rajnikant Madhubhai Radadiya and Mr Ketankumar
Vashrambhai Kathiriya. The promoters and directors also own other entities engaged in textile business, real estate etc.

Brief Financials (X crore) March 31, 2023 (A) March 31, 2024 (UA) ‘
Total operating income 162.72 232.22
PBILDT 101.89 118.52
PAT 83.75 95.65*
Overall gearing (times) 0.02 0.10
Interest coverage (times) 1,187.16 189.64

A: Audited UA: Unaudited; Note: ‘the above results are latest financial results available’ *-Assuming tax rate of 18%.
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

Name of the IS Date of Ct;;g:n Maturity thselzli ::e Rating Assigned along
Instrument IN | Issuance % Date % crore with Rating Outlook

Fund-based-Working capital facilities - - 20.00 CARE BBB-; Stable
Fund-based/Non-fund-based-LT/ST - - - 56.50 CARE BBB-; Stable / CARE A3
Term Loan-Long Term - - Oct 2033 5.00 CARE BBB-; Stable

Annexure-2: Rating history for the last three years

Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)
Name of the
Instrument/ Amount and and and and
. . Rating(s) Rating(s) Rating(s) Rating(s
Bank Facilities Type Outstanding | Rating ) 9(s) ) 9(s) ) 9(s) ) 9(s)
(X crore) assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2025 2024 2023 2022
Fund-based- CARE
1 Working capital LT 20.00 BBB-;
facilities Stable
CARE
2 12:2 Loan-Long LT 5.00 BBB-;
Stable
CARE
Fund-based/Non- BBB-;
3 fund-based-LT/ST LT/sT 26.50 Stable /
CARE A3

LT: Long term; ST: Short term; LT/ST: Long term/Short term

Annexure-3: Detailed explanation of covenants of the rated instruments/facilities: Not applicable
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Annexure-4: Complexity level of the various instruments rated

Name of the Instrument ‘ Complexity Level
1

Fund-based-Working capital facilities Simple
Fund-based/Non-fund-based-LT/ST Simple
Term Loan-Long Term 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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