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Facilities/Instruments Amount (X crore) Rating Action

Long Term Bank Facilities 59.50 CARE BB+; Stable Assigned

Long Term / Short Term Bank Facilities 31.00 CARE BB+; Stable / CARE A4+ Assigned

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The ratings assigned to the bank facilities of ND Sarraf Jewels Wholesale Private Limited (referred as ND Sarraf Group as the
financials of group entities of ND Sarraf Jewels Wholesale Private Limited i.e. Narayan Das Sarraf Jewellers Private Limited, Shri
Krishna Radha Krishna Jewellery Manufacturing Private Limited, and Radha Krishna Payal Bhandar Private Limited are combined)
reflect the price variation risk faced by the company due to high levels of stock in hand considering wholesale trading nature of
business, susceptibility of margins to volatile gold prices, concentrated geographic presence with sales primarily focused in
Varanasi and surrounding areas to B2B customers comprising of smaller businessmen. The ratings also remain constrained by
highly competitive and fragmented nature of Gems and jewellery industry. Further, the ratings also take cognizance of the income
tax raid in one of the group concerns, wherein the matter remains under investigation and any penalty imposed which may
adversely impact financial risk profile shall remain a key monitorable. The ratings, however, derive comfort from the experienced
promoters, comfortable financial risk profile followed by volatile yet substantial scale of operations.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

e Sustainable improvement in the scale of operations with ROCE stabilizing above 20% on a sustained basis.
e  Sustained improvement in cash flow from operations leading to better liquidity.

Negative factors

o Deterioration in coverage ratios marked by total debt to GCA above 4x.
¢ Significant increase in inventory days thereby leading to stretched liquidity.

Analytical approach: Combined approach. The financials of group entities of ND Sarraf Jewels Wholesale Private Limited i.e.
Narayan Das Sarraf Jewellers Private Limited, Shri Krishna Radha Krishna Jewellery Manufacturing Private Limited, and Radha
Krishna Payal Bhandar Private Limited are combined considering common promoters and management, similar line of business
and inter-company transactions in the form of sale and purchase.

Outlook: Stable
CARE Ratings believes that the group will maintain its operational performance and financial risk profile over the medium term,
supported by rising gold prices.

Detailed description of key rating drivers:

Key weaknesses
Price variation risk due to high level of stock in hand

As the group is primarily into wholesale trading of jewellery, there is an absence of back-to-back orders thereby leading to
inventory management and price volatility risk. The group has to maintain a wide range of jewellery to cater to regular demands
of its B2B clientele, thereby leading to higher inventory days (usually between 40 to 80 days). Therefore, maintaining higher
inventory also exposes the group to price volatility risk, however the risk is mitigated to an extent as the price of such metals
usually appreciates as seen over the past few years.

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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Susceptibility of profitability margins to volatile gold prices

The PBILDT margins of the group usually remain range bound between 3% - 7% considering the volatile prices of gold and
trading nature of its business. Therefore, any adverse change in the gold prices is likely to have a significant impact on the
company’s revenues and margins. The volatility in the gold prices and regulatory control over the supply of gold significantly
affect the entities which are engaged in G&J business. The ROCE (Return on Capital Employed) of the group, though stood
comfortable at 23.19% during FY24, however consistently moderated from past 3 fiscals (FY22: 32.44%, FY23: 25.31%) due to
volatile jewellery prices, thereby impacting procurement costs alongside additional debt availed in the main entity.

Concentrated Geographic Presence

The group has a concentrated geographic presence, with sales primarily focused in Varanasi and surrounding areas. Additionally,
the group primarily caters to B2B customers, with a fairly diversified portfolio where the top five customers contribute less than
15% of the overall revenue. However, most of its sales are to smaller businessmen concentrated in nearby rural areas. The top
five suppliers account for 30% of the overall purchases, indicating a major dependence on third parties for procurement. Around
20% of the jewellery designs are custom-made on a job-work basis.

Highly competitive and fragmented nature of business

The Indian retail jewellery sector is fragmented and intensely competitive with organized and unorganized players in the market.
Jewellery retail is largely dominated by region-specific closely held family managed entities. Despite Tanishq being an established
and dominant brand, it is exposed to intense competition from some of the other regional players and local jewellers which has
a bearing on business volumes and margins.

Key strengths
Experienced promoters

The group is promoted and managed by Shri Krishna Aggarwal along with Radha Krishna Aggarwal. Both are engaged in managing
the sales and finance functions of the company respectively and are supported in their overall operations by their sons, Mr. Aditya
Vikram Aggarwal (son of Shri Krishna Aggarwal) and Ram Krishan Aggarwal (Son of Radha Krishan Aggarwal). The promoters
have vintage of 41 years, where they initially started off as a proprietorship firm and subsequently converted into company.

Comfortable financial risk profile

The total debt of the group comprised of term loan of Rs.71.03 crore, working capital loan of Rs.37.88 crore and unsecured loan
from promoters of Rs.3.09 crore. The overall gearing ratio of the group stood comfortable at 0.63x as on March 31, 2024 (PY:
0.62x). Owing to the increase in interest expenses during the year, the Interest Coverage ratio (PBILDT/Interest) moderated,
however stood comfortable at 6.49x (PY: 14.30x). Further, the total debt to GCA stood comfortable at 2.65x a on March 31, 2024
(PY: 2.69x).

Volatile albeit substantial scale of operations

The group’s total operating income has shown significant volatility over the past five fiscal years, ending FY24, and was reported
at Rs.821.34 crore for FY24 (April 1, 2023, to March 31, 2024). This volatility is attributed to the price-sensitive nature of the
industry and the highly competitive business environment. However, the scale of operations increased to Rs.900.53 crore during
the first nine months of FY25 (April 1, 2024, to December 31, 2024), driven by higher sales volumes and a modest price increase
of around 10-12%.

Liquidity: Adequate

The company has adequate liquidity, with a sufficient cushion in expected accruals for FY25 relative to repayment obligations of
Rs.6.14 crore. Additionally, there are no capital expenditure plans moving forward. The company's bank limits are utilized to
approximately 29%, supported by a current ratio above unity.

Applicable criteria
Definition of Default
Liquidity Analysis of Non-financial sector entities
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Rating Outlook and Rating Watch
Financial Ratios — Non financial Sector
Short Term Instruments

Wholesale Trading

About the company and industry

Industry classification

Industry

Commercial Services &
Supplies

Macroeconomic indicator \ Sector

 Basic industry

Services Services Trading & Distributors

Incorporated in 2006, the company ND Sarraf Jewels Wholesale and Retail Private Limited is primarily engaged in the business
of wholesale and retail trading of gold, diamond and silver jewellery. Having a vintage of 41 years, it was originally established
as a proprietorship business and subsequently converted to private limited company. The company is a part of ND Sarraf Group
which is promoted and managed by Shri Krishna Aggarwal along with Radha Krishna Aggarwal. Both are engaged in managing
the sales and finance functions of the flagship company i.e. ND Sarraf Jewels Wholesale and Retail Private Limited respectively
and are supported in their overall operations by their sons, Mr. Aditya Vikram Aggarwal (son of Shri Krishna Aggarwal) and Ram
Krishan Aggarwal (Son of Radha Krishan Aggarwal). Further, the company has a staff strength of 50 employees and a client base
of 15000-18000 customers.

Brief Financials (X crore)

March 31, 2023 (UA) March 31, 2024 (UA) | 9MFY25 (UA)

(Combined Financials)

Total operating income 805.30 821.34 900.53
PBILDT 42.31 58.30 49.90
PAT 30.40 38.72 29.70
Overall gearing (times) 0.62 0.63 0.56
Interest coverage (times) 14.30 6.49 9.14

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

Basis of combination: The numbers have been combined through row-by-row addition of all line items of ND Sarraf Jewels
Wholesale Private Limited and its group entities i.e. Narayan Das Sarraf Jewellers Private Limited, Shri Krishna Radha Krishna
Jewellery Manufacturing Private Limited, and Radha Krishna Payal Bhandar Private Limited, after excluding intra-group
purchase/sales.

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating history for last three years: Annexure-2

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

Date of Maturity Size of the !!atmg
Name of the Issuance Coupon Assigned and
Instrument (DD-MM- Rate (%) Date (DD- Issue Rating

MM-YYYY) (X crore)
Outlook

Fund-based - CARE BB+;
LT/ ST-Cash - - - 31.00 Stable / CARE
Credit A4+
Term Loan- CARE BB+;
Long Term - - March 2027 59.50 Stable
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Annexure-2: Rating history for last three years
Current Ratings Rating History

Date(s) Date(s) Date(s) Date(s)
Name of the Amount and and and and
Insl_:r_u_ment/Bank Type Outstanding | Rating Rat_lng(s) Rat_lng(s) Rat_lng(s) Rat_lng(s)
Facilities (X crore) assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2025 2024 2023 2022
CARE
BB+;
1 g”gazzsgfedf/ LT/ST 31.00 | Stable/
CARE
A4+
CARE
2 12:2 Loan-Long LT 59.50 BB+;
Stable

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

Annexure-4: Complexity level of instruments rated

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