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Details of instruments/facilities in Annexure-1
*Issuer did not cooperate; based on best available information.

Rationale and Key Rating Drivers

CARE Ratings Ltd. has been seeking information from Hi Design to monitor the rating vide e-mail communications dated
October 14, 2024, December 2, 2024 among others and numerous phone calls. However, despite our repeated requests,
the firm has not provided the requisite information for monitoring the ratings. In line with the extant SEBI guidelines, CARE
Ratings Ltd. has reviewed the rating on the basis of the best available information which however, in CARE Ratings Ltd.’s
opinion is not sufficient to arrive at a fair rating. The rating on Hi Design’s bank facilities will now be denoted as CARE
BB- Stable; ISSUER NOT COOPERATING*.

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise
caution while using the above rating(s).

The ratings have been revised on account of non-submission of information required for credit rating despite repeated
requests. The rating continues to be constrained by the moderate scale and geographically concentrated operations,
moderate capital structure, partnership nature of business with the inherent risk of withdrawal of capital and presence in
the highly competitive industry. The rating, however derives strength from vast experience of the promotors with established
relationship with customers and suppliers.

Analytical approach: Standalone
Outlook: Stable

Detailed description of the key rating drivers
At the time of last rating on November 24, 2023 the following were the rating strengths and weaknesses:

Key weaknesses

Moderate scale and geographically concentrated operations

The firm has its business operations concentrated in a single state, Kerala. It runs 8 showrooms located at Malappuram (4),
Palakkad (2), Ernakulam (1) and Calicut (1) and a centralized warehouse of 50,000 sq.ft at Malappuram. The scale of
operations of the firm stood moderate with operating income of Rs. 76.58 crore, albeit grown at the CAGR of 16% over the
past three years ended FY23.

Constitution of the entity as partnership with inherent risk of withdrawal of capital

The partnership nature of business has an inherent risk of withdrawal of capital by the partners at the time of their personal
contingencies resulting in reduction of capital base leading to adverse effect on capital structure. During FY22, the partners
have infused capital of around Rs. 3.32 crore however during FY23, the partners have withdrawn capital of Rs.32 lakhs.

Moderate capital structure and weak debt protection metrics

The capital structure of the firm stood leveraged with overall gearing of 2.65x (PY: 1.70x) as on March 31, 2023 due to the
working capital intensive nature of operations. Due to thin accruals on account of trading nature of operations, the debt
coverage metrics stood weak with Total debt/ GCA of 14.84x as on March 31, 2023 (PY: 11.42x).

Presence in the highly competitive ceramic tiles industry with fortunes linked to demand from the real estate
sector

The ceramic industry is highly competitive and fragmented with the presence of numerous organized as well as unorganized
players manufacturing a homogenous product profile i.e., Glazed Vitrified Tiles for domestic and international markets. Low
entry barriers, easy availability of raw material and limited initial capital investment requirement has attracted a large influx
of regional and unorganized players. The ceramic tile industry has strong linkages with the real estate industry, which, in
India is highly fragmented and cyclical. The industry is marked by increased spending on infrastructure by Government,

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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rapid urbanization, and consumer preference shift which in turn is promoting the demand for ceramic tiles in residential and
commercial buildings across the country. The PBILDT margin of Hi Design had declined over the past two years from 6.37%
in FY21 to 4.68% in FY23 due to the high competition.

Key strengths

Vast experience of the promoters

Hi Design was promoted by Mr. Muhammed Musthafa and his brother Mr. Faisal. It is part of ‘Silvan Group’ which is engaged
in various businesses including Silvan Light Gallery, Asarva tiles, Silvano Interiors and Baby Vita, a kids food brand
Muhammed Musthafa started his career in the tiles and ceramics industry, working for various companies. The promoters
have over a decade of experience in the business of selling electronics, other construction materials and tiles, having an
established relationship with manufacturers in the ceramics industry.

Established relationship with suppliers and customers

The vast experience of the promoters enabled to maintain a well-established relationship with various suppliers like Sunshine
Tiles Co Private Limited (CARE A-; Stable/ CARE A2+), Kajaria Ceramics Limited (ICRA AA; Positive/ ICRA Al+), Somany
Ceramics Limited (CRISIL AA-; Stable/ CRISIL Al1+), Gitse Enterprises, KAG Granito LLP (CARE BB; Negative/ CARE A4), etc
and a diversified customer base. The top-5 customers contributed 1.34% (PY: 1.07%) of income in FY23 while the top-5
suppliers contributed to 25.23% (PY: 47%) of purchases in FY23.

Liquidity: Stretched

Liquidity is stretched by tightly marked accruals of Rs. 1.55 crore in FY23 against repayment obligations of Rs.0.72 crore
for FY24. The firm also has a moderate cash balance of Rs. 0.48 crore as on March 31, 2023. The working capital utilization
stood high at above 95% for the last 12 months ended in October 2023 on account of higher inventory days of 115-125
days over past three years ended FY23. However, the firm had been able to reduce the collection period over the years
from 78 days in FY21 to 25 days in FY23.

Assumptions/Covenants — Not applicable

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

Applicable Criteria

Policy in respect of non-cooperation by issuers
Policy on default recognition

Financial Ratios — Non financial Sector

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

Wholesale Trading

Retail

About the company and industry

Industry Classification

Macro Economic Indicator Sector " Industry Basic Industry
Consumer Discretionary Consumer Durables Consumer Durables Ceramics

Hi design is a partnership firm incorporated in the year 2016 and is part of ‘Silvan Group’ which is engaged in various
businesses including Silvan Light Gallery, Asarva tiles, Silvano Interiors and Baby Vita, a kids food brand. The firm is based
out of Malappuram, Kerala and is engaged in the trading of tiles under the brand name of “Silvan Tiles Gallery”. The overall
management is carried out by the partners, Mr. Faizal KP, Mr. Saidalikutty VP, Mr. Shuhaib VP, Mr. Mohammed Musthafa
and Mr. Muhamed Sabeer. The firm has 8 showrooms in and around Kerala and a warehouse at Malappuram.

Brief Financials (X crore) 7MFY24 (P)
Total operating income 65.00 76.58 60.00
PBILDT 2.99 3.58 3.50
PAT 0.39 0.59 NA
Overall gearing (times) 1.70 2.65 NA
Interest coverage (times) 2.00 2.10 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
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Any other information: Not applicable

Rating History for last three years: Please refer Annexure-2
Covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4
Lender details: Annexure-5

Annexure-1: Details of Instruments/Facilities

Date of . . Rating
Name of the Issuance Coupon e [EL HERE R Assigned and
Date (DD- Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (% crore) Rating
___YYYY) S Outlook
CARE BB-;
Fund-based - . !
LT-Cash ) ) ) 26.91 Stable; ISSUER
Credit NOT
COOPERATING*
CARE BB-;
Fund-based - Stable; ISSUER
LT-Term Loan - - October 2026 3.09 NOT
COOPERATING*

*Issuer did not cooperate; Based on best available information

Annexure-2: Rating History of last three years

Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)
and and and and
Sr. | Name of the Amount N - . .
No Instrument/Ban Typ Outstand SEULEG | LRG| S| LR
k Facilities e ing (X ) . d ) . d ) . d ) . d
crore) assigne assigne assigne assigne
in 2024- in 2023- in 2022- in 2021-
CARE BB-; '%CARE
1 | Fund-based - LT- T 3.09 Stable; ISSUER ) Sta’ble ) )
Term Loan NOT (24-Nov-
COOPERATING* 23)
CARE BB-; 1)CARE
I BB.
Fund-based - LT- Stable; ISSUER !
2| Cash Credit LT | 2691 \or - f;f}t_’,'\fov_ - ]
COOPERATING* 23)

*Issuer did not cooperate; Based on best available information
LT: Long term

Annexure 3: Complexity level of various instruments rated for this company Not applicable

Annexure 4: Note on complexity levels of the rated instrument:

Sr. No. ' Name of the Instrument Complexity Level
1 Fund-based - LT-Cash Credit Simple
2 Fund-based - LT-Term Loan Simple

Annexure 5: Bank Lender Details for this Company

To view the 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 any
clarifications.
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Contact us

Media Contact Analytical Contacts
Mradul Mishra Sandeep P
Director Director
CARE Ratings Limited CARE Ratings Limited
Phone: +91-22-6754 3596 Phone: 914428501002
E-mail: mradul.mishra@careedge.in E-mail: sandeep.prem@careedge.in
Relationship Contact Naveen S

Associate Director
Pradeep Kumar V CARE Ratings Limited
Senior Director Phone: 914224502305
CARE Ratings Limited E-mail: naveen.kumar@careedge.in
Phone: 044-28501001
E-mail: pradeep.kumar@careedge.in Gokila Sivaraj

Analyst

CARE Ratings Limited

E-mail: gokila.sivaraj@careedge.in

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