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Facilities/Instruments Amount (X crore) Rating Action
- 71.33 . i
Long-term bank facilities (Enhanced from 25.25) CARE BBB-; Stable Reaffirmed
Short-term bank facilities 46.00 CARE A3 Reaffirmed
(Enhanced from 41.00)

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

Ratings assigned to bank facilities of Emerald Tyre Manufacturers Limited (Emerald) draw strength from the promoter’s vast
experience in industrial tyre segment, established track record of the business, diversified presence across original equipment
manufacturer (OEM) and replacement market, and robust distribution network.

Ratings remain constrained by the susceptibility of the company’s margins to raw material price volatility and foreign exchange
fluctuations. Ratings are also tempered by the moderate capital structure and elongated working capital cycle.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors

o Increasing scale of operations above X250 crore.
. Improving working capital cycle with rationalisation of inventory levels below 120 days and improved collection to less
than 90 days.

Negative factors
. Elongating working capital cycle beyond 180 days leading to tightening of liquidity.
o Overall gearing exceeding 1.5x.

Analytical approach: Standalone

Outlook: Stable
CARE Ratings Limited (CARE Ratings) believes that the company would sustain the growth in the scale in the medium term and

would continue to get orders from the OEM/Tier-I segment.

Detailed description of key rating drivers:

Key strengths
Established track record of the business; However, scale of operations remains moderate:

The company was incorporated in 2002 and has been involved in manufacturing Off the road (OTR) tyres for more than two
decades. Initially, the company was largely catering to material handling equipment and has now forayed into construction,
mining, and agriculture segment. The company offers wide variety of products across 1416 stock keeping units (SKUs), suitable
for forklift, winter, lawn & garden and agriculture implements, and tractor trailers.

The company expanded its capacity from 8800 TPA as on March 31, 2017, to 10560 TPA as on March 31, 2023. It witnessed
improvement in overall capacity utilisation from around 54% in FY21 to 84% in FY24 on an expanded capacity.

Despite capacity expansions and continuous improvement in volume, scale of operations remained moderate at around X154
crore in FY24 being a small-scale player in the niche segment.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Diversified presence across OEM and replacement market

Emerald manufactures solid tyres and industrial pneumatic tyres mainly for the material handling industry. The company also
manufactures press-on band (a variant of solid tyre) and wheel rims, and largely catered to the replacement segment in the
export market and Tier-I/OEM segment in the domestic market. The company is making continuous efforts to increase the
contribution of OEMs in their business profile and has successfully added a few. However, contribution from OEMs remains low
at 11% of TOI in FY24 similar to FY23.

Robust distribution network

The majority of Emerald’s revenue is from exports, which contributed about 73% of the TOI in FY24. The company exports its
products to more than 70 countries through their different touchpoints across the globe. To cater to the export markets, the
company operates two subsidiaries in Dubai and Belgium for marketing and distribution in Middle East and Europe. They operate
warehouses of about 14,000 sq. ft. in their respective locations. The company has 32 international dealers spread across the
globe and a PAN India distribution network with 40 exclusive franchises in India.

Proposed capex expansion

To meet the anticipated increase in orders from existing customers and onboard new OEMs, Emerald plans to expand its
production capacity to 16,240 MTPA by FY26 (up from 10,560 MTPA as on March 31, 2024). The total project cost is estimated
at around 69 crore, to be financed through a debt-equity ratio of 2.63:1.

The company plans to raise funds through an initial public offer (IPO) of its shares, intending to utilise the proceeds for the
proposed capex, working capital purposes, and general corporate purposes.

Experienced promoters and management team

Emerald is promoted by V Thirupathi and his two sons, V T Chandrasekharan and V T Srinivasan. V T Chandrasekharan is the
Chairman and Managing Director of the company, holding more than two decades of experience in the industrial tyre segment.
He also has completed programme on production management for manufacturing industry by AOTS Japan.

The company also has a well-experienced professional management team led by Krishnaram — CEO & JMD of the company, who
has over three decades of experience in the tyre industry.

Key weaknesses
Customer concentration risk

The company has benefited by way of growth in the scale with entry into the Tier-I segment in the export markets. However, a
significant share of the TQOI is from a single Tier-I client in the US. While the top 10 customers accounted for 62% of the overall
TOI in FY24 (PY: 61%), the top two clients contributed for 48% of TOI in FY24, an increase from 46% in FY23 and 37% in FY22.
The company is currently exploring the addition of more OEMs, both in the domestic and export markets and has recently
onboarded new seven dealers to provide after sales service across geographies for export market improving the dealership base.

Margins susceptible to raw material price volatility despite improvement in FY24

Emerald’s primary cost component is raw materials, including natural rubber, synthetic rubber, and carbon black. Carbon black
and synthetic rubber are crude oil derivatives, and their prices tend to fluctuate with crude oil price movement. In FY24, the
company was able to improve its profit before interest, lease rentals, depreciation, and taxation (PBILDT) margin to 17.04% (PY:
14.57%) due to better realisation from high variant tyres and reduction in wastage achieved through capacity de-bottlenecking
undertaken during the year.

Leveraged capital structure

The company’s capital structure remains leveraged with overall gearing of 1.21x as on March 31, 2024. However, gearing has
improved from 1.57x as on March 31, 2023, majorly due to improved accretion and equity infusion of ¥4.50 crore in FY24. The
company had taken debt-funded capex over the past. Business is working capital intensive in nature with higher reliance on
export-replacement market.

Liquidity: Adequate

The working capital cycle is stretched as the company is required to hold high inventory to enable quick dispatch of orders, the
company has not written-off inventory as the shelf life for the products is longer. Being diversified in terms of customer and
geography, the company must maintain a wide variety of SKUs and necessitates high working capital requirements. Utilisation of
working capital facilities remains high at around 95% for the 12 months ended May 31, 2024. The company has sufficient GCAs
to meet the repayment obligations.
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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
Short Term Instruments
Auto Components & Equipments

About company and industry

Industry classification
Macro-economic Sector Industry Basic Industry

Indicator
Industrials Capital goods Industrial products Rubber

Emerald (formerly known as Emerald Resilient Tyre Manufacturers Private Limited), promoted in 2002 by V Thirupathi (former
Managing Director of ICICI Credit Corporation Limited), is engaged in manufacturing solid tyres and industrial pneumatic tyres
catering to the material handling industry. The company has converted from private limited to public limited in November 2023.
The industrial pneumatic tyres are made up of rubber and tyre chord and inflated with air pressure inside the tyre, while solid
tyres are completely made up of solid materials, mainly rubber. These tyres are used mainly in equipment such as forklifts,
trolleys, reach trucks, trailers, ground support equipment (GSE), and road pavers, among others.

Brief Financials (X crore) \ March 31, 2022 (A) March 31, 2023 (A) March 31, 2024 (UA)
Total operating income 122.91 152.23 154.59

PBILDT 15.69 22.18 26.35

PAT 4.21 7.08 11.06

Overall gearing (times) 1.56 1.57 1.21

Interest coverage (times) 2.50 2.65 2.96

A: Audited; UA: Unaudited; Note: these are latest available financial results.
Status of non-cooperation with previous CRA:

CRISIL has suspended its rating vide press release dated August 17, 2015, considering non-cooperation by the company with
CRISIL's efforts to undertake a review of the outstanding ratings.

Any other information: Not applicable

Rating history for last three years: Annexure-2
Covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

3 CARE Ratings Ltd.


https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_May%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20outlook%20and%20rating%20watch%20_Dec%202022(21-12-22).pdf
https://www.careratings.com/upload/pdf/Rating%20Methodology%20-%20Manufacturing%20Companies%20December%202022(14-12-22).pdf
https://www.careratings.com/pdf/resources/CARE%20Ratings%E2%80%99%20criteria%20on%20Financial%20Ratios%20-%20Non%20Financial%20Sector%20-%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria%20for%20Short-Term%20Instruments%20-Feb%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology-%20Auto%20Components%20&%20Equipments%20(14-12-22).pdf

Press Release ca re @y‘gg

RATINGS

Annexure-1: Details of instruments/facilities

Date of Rating
Maturity Size of the Assigned
Name of the Issuance Coupon .
Instrument (DD-MM- Rate (%) Date (DD- Issue along with
YYYY) MM-YYYY) (X crore) Rating
e S —— - Outlook
Fund-based - ) ) i 2.00 CARE BBB-;
LT-Cash credit ' Stable
Fund-based - CARE BBB-;
LT-Term loan 30-09-2028 64.33 Stable
Fund-based -
ST-PC/BiIll - - - 40.00 CARE A3
discounting
Fund-based -
ST-Standby - - - 1.50 CARE A3
line of credit
Non-fund-
based - ST- - - - 4.50 CARE A3
BG/LC
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Annexure-2: Rating history for last three years

Current Ratings

‘ Rating History

Dat Dat Dat Dat
Name of the ate(s) ate(s) ate(s) ate(s)
Inst t/Bank J— and and and and
ns_r_u_men =T . . Rating(s) Rating(s) Rating(s) Rating(s)
Facilities Outstanding | Rating i i X i
(X crore) assigned assigned assigned assighed
in 2024- in 2023- in 2022- in 2021-
2022
1)CARE 1)CARE 1)CARE
CARE BBB-; BBB-; BB+;
;::itl’::sd "L LT 64.33 BBB-; | - Stable Stable Stable
Stable (07-Jul- (22-1ul- (27-1ul-
23) 22) 21)
1)CARE 1)CARE 1)CARE
CARE BBB-; BBB-; BB+;
(F::zﬁ'cbrae::;f "L LT 7.00 BBB-; | - Stable Stable Stable
Stable (07-ul- (22-Jul- (27-Jul-
23) 22) 21)
1)CARE 1)CARE 1)CARE
Fund-based - ST- A3 A3 A4+
3 PC/Bill discounting ST 40.00 CAREA3 | - (07-Jul- (22-Jul- (27-1ul-
23) 22) 21)
1)CARE 1)CARE 1)CARE
Non-fund-based - A3 A3 A4+
4 ST-BG/LC ST 450 CAREA3 | - (07-Jul- (22-2ul- (27-2ul-
23) 22) 21)
Fund-based - ST- iéCARE i);:ARE iﬁ_ARE
5 f::gi(:by line of ST 1.50 CARE A3 | - (07-Jul- (22-ul- 27-ul-
23) 22) 21)

LT: Long term; ST: Short term.
Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of instruments rated
\ Name of the Instrument

Complexity Level

1 Fund-based - LT-Cash credit Simple
2 Fund-based - LT-Term loan Simple
3 Fund-based - ST-PC/Bill discounting Simple
4 Fund-based - ST-Standby line of credit Simple
5 Non-fund-based - ST-BG/LC Simple

Annexure-5: Lender details

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

Note on complexity levels of 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 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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