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Rating’ Rating Action

Amount (X
crore)

Facilities/Instruments

CARE B; Stable; ISSUER NOT | Rating continues to remain under ISSUER

Long Term Bank Facilities 35.00 COOPERATING* NOT COOPERATING category

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

Rationale and key rating drivers

CARE has been seeking information from Merge Stones to monitor the ratings vide e-mail communications dated August 18, 2024,
to December 18, 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 has reviewed the
rating on the basis of the best available information which however, in CARE’s opinion is not sufficient to arrive at a fair rating.

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

Analytical approach: Standalone

Detailed description of key rating drivers:

At the time of last rating on October 03, 2023, the following were the rating strengths and weaknesses (updated for the
information available from FY24 Provisionals as shared by client).

Key weaknesses

Short track record of operations and moderate scale of operations

The firm started processing of granites in August 2018, hence firm has short track of business operations. The scale of operations
of the firm remained moderate at Rs 51.39 crore in FY2024.The PBILDT margin of the firm stood at 17.69% and PAT margin at
6.52% in FY24.

Leverage capital structure and weak coverage indicators

The capital structure of the firm improved during review period and remained moderately leveraged at 1.56x as on March 31,
2024, against 2.16x in FY23 due to decrease in debt levels and increase in networth. The TD/GCA and PBILDT interest coverage
remained at 6.13x and 2.26x in FY24.

Working capital intensive nature of operations
The firm operates in working capital intensive nature of business where the firm needs to hold the inventory to meet the customer
requirement and for display requirement. The operating cycle of the firm remained at 321 days in FY24.

Highly fragmented industry

The industry is considered to be highly fragmented with presence of large number of organized and unorganized players. The
entry barriers to the industry are very low and the operating margin is susceptible to new capacity additions in the industry. The
industry is primarily dependent upon demand from real estate and construction sector across the globe. The real estate industry
is cyclical in nature and is exposed to various external factors like the disposable income, interest rate scenario, etc.

Partnership nature of business

MS being a partnership firm restricts its overall financial flexibility in terms of limited access to external funds for any future
expansion plans. Further, there is inherent risk of possibility of withdrawal of capital and dissolution of the firm in case of
death/insolvency of partners.

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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Key strengths

Experienced promoters

Merge Stones (MS) is a Telangana based firm, established in December 2016, and promoted by Mr. S. Hanumantha Rao, Mr. M.
Sharat Babu, Mr. S. V. N. Satya Bharat and Mr. M. V. Rama Krishna as a partnership firm. The promoters are qualified graduates
and have experience of more than two decades in granite processing industry and other businesses. Through their experience in
the marble and granite products business, they have established healthy relationship with key suppliers, customers and dealers
facilitating the business within the state. Promoters are also partners in other business i.e., Sri Ads (Hyderabad)and Krishna Sai
Granites (Ongole). The promoters are resourceful and will bring need-based funds.

Assumptions/Covenants- NA

Environment, social, and governance (ESG) risks - Nil

Applicable criteria
Definition of Default
Policy in respect of non-cooperation by issuers
Rating Outlook and Rating Watch
Wholesale Trading
Financial Ratios — Non financial Sector
Liquidity Analysis of Non-financial sector entities

About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry Basic industry
Commodities Metals & Mining Minerals & Mining Industrial Minerals

Merge Stones (MS) is a Telangana based firm, which was established in December 2016 and promoted by Mr. S. Hanumantha
Rao, Mr. M. Sharat Babu, Mr. S. V. N. Satya Bharat and Mr. M. V. Rama Krishna as a partnership firm. The firm is engaged in
processing of marble stones and trading of granite slabs. The operations of the firm commenced in August 2018. The firm imports
rough marble blocks from Italy, Turkey, Greece, Spain and Hongkong among others. The firm processes the rough marble stones
3 CARE Ratings Ltd. Press Release at its factory located at Faroognagar, Hyderabad. The firm sells the marble stones and granite
slabs to retailer and construction companies located at Telangana, Andhra Pradesh, and Karnataka.

Brief Financials (X crore) March 31, 2022 (A) March 31, 2023 (A) March 31, 2024 (P)

Total operating income 13.59 18.47 51.39
PBILDT 3.54 6.68 9.09
PAT -1.80 0.82 3.35
Overall gearing (times) 2.34 2.16 1.56
Interest coverage (times) 0.91 1.60 2.26

A: Audited UA: Unaudited P: Provisional; Note: these are latest available financial results

Status of non-cooperation with previous CRA: The ratings of Merge Stones continue to remain under INC by CRISIL vide
its PR dated December 19, 2023, due to lack of adequate information.

Any other information: NA

Rating history for last three years: Annexure-2
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https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_Dec%202024.pdf
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Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Dol Maturity Size of the !Ratmg
Name of the Issuance Coupon Assigned and
DEICNODE Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating
YYYY) Outlook
CARE B; Stable;
E#[’g;::sgiéit . - . 15.66 ISSUER NOT
COOPERATING*
CARE B; Stable;
E#i‘fe':’;sfga'n : - 31-12-2026 19.34 ISSUER NOT
COOPERATING*

*Issuer did not cooperate; based on best available information.

Annexure-2: Rating history for last three years

Current Ratings Rating History

Date(s)
and
Name of the Amount Rating( Date(s)and Date(s)and Date(s) and
Instrun_n_e_nt/ R Outstandi ) Rating(s) Rating(s) Rating(s)
e ng (X assigne assignedin assignedin assigned in
crore) din 2023-2024 2022-2023 2021-2022
2024-
2025
1)CARE B-;
Stable; .
ISSUER NOT éng:E B
1 Fund-based - LT- LT i ) i i ESOPERATIN ISSUER NOT
Cash Credit COOPERATIN
(21-Apr-22) G
2)Withdrawn | (22Nov-21)
(21-Apr-22)
1)CARE A4;
ISSUER NOT 1)CARE A4:
COOPERATIN
) Non-fund-based ST i ) i ) G* ICSOS(L)JEERlzng
- ST-ILC/FLC (21-Apr-22) o
2)Withdrawn (22-Nov-21)
(21-Apr-22)
1)CARE B-;
Stable; 1)CARE B-;
ISSUER NOT | Stable;
5 | Fund-based -LT- | _ ) ) ) ) COOPERATIN | ISSUER NOT
Term Loan G* COOPERATIN
(21-Apr-22) G*
(22-Nov-21)
2)Withdrawn
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(21-Apr-22)
CARE B; ;2332!5 B;
Stable; ’ 1)CARE B+;
g | Tuncbased-bT | yr | 1934 | IssuERNOT | - e oy | Stable i
COOPERATIN o (16-Aug-22)
'3
€ (03-Oct-23)
e | |20
Stable; ! 1)CARE B+;
5 (F::Zﬁ gfssif L= 1566 | ISSUER NOT | - ICSSSEERQ%TN Stable )
COOPERATIN o (16-Aug-22)
3
€ (03-Oct-23)

*Issuer did not cooperate; based on best available information.
LT: Long term; ST: Short term; LT/ST: Long term/Short term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities- NA

Annexure-4: Complexity level of instruments rated

Name of the Instrument

Complexity Level

Fund-based - LT-Cash Credit

Simple

Fund-based - LT-Term Loan

Simple

Annexure-5: Lender details

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