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Amount (%

Facilities/Instruments Rating Action

crore)

Long Term Bank Facilities 48.00 CARE B+; Stable Downgraded from CARE BB-; Stable

Long Term / Short Term Bank 10.00 CARE B+; Stable / LT rating downgraded from CARE BB-; Stable
Facilities ) CARE A4 and ST rating reaffirmed
Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The revision in long term ratings and reaffirmation in short term ratings assigned to the bank facilities of Jyothi Quartz Surfaces
(3QS) takes into account continued loss at net level, short track record of operations, leveraged capital structure, exposure to a
highly competitive and fragmented industry, susceptibility of raw material prices to volatility, geographical and customer
concentration risk, and working capital intensive nature of operations.

However, the ratings derive comfort from the experienced promoters with established relationships in the market, infusion of
funds by the promoters in FY25 and Q1FY26, and the firm’s moderate scale of operations coupled with satisfactory operating
margins.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors
e Increase in the total operating income (TOI) to Rs. 70 crores with PBILDT margin above 15% on a sustained basis.
e  Overall gearing improving to less than 2x.

Negative factors
. Overall gearing deteriorating above 3.75x on a continuous basis.
. Decline in the total operating income (TOI) or continued net losses resulting in further stretch on firm'’s liquidity.

Analytical approach: Standalone

Outlook: Stable
CARE Ratings Limited (CARE Ratings) believes that JQS will benefit from extensive experience of its promoters in the industry

Detailed description of key rating drivers:
Key weaknesses

Short track record of operations and constitution as a partnership concern: JQS was incorporated as a partnership entity
in 2018 and commenced its commercial operations in 2022. With a limited track record of operations and reliance on unsecured
funds from promoters and related parties, monitoring the entity's future performance remains crucial from a rating perspective.
Additionally, as a partnership firm, it also faces the inherent risk of partners withdrawing capital, and the firm being dissolved
upon the retirement, insolvency, or demise of a partner. The firm also has limited financial flexibility due to the nature of its
constitution. However, it is observed that the partners are resourceful and have been infusing funds into the entity year after
year.

Leveraged capital structure: The capital structure of the entity remains leveraged, with an overall gearing ratio of 3.13x as on
March 31, 2025 (PY: 3.31x). The marginal improvement is attributable to a reduction in debt levels. Going forward, the financial
profile of the entity is expected to improve, supported by healthier profitability and a scaling up of operations. The interest
coverage ratio remained moderate at 1.28x in FY25, compared to 1.64x in FY24.

Increasing competitive pressure in industry with regulatory risk: Engineering quartz business is highly fragmented and
competitive, with presence of large number of organised and unorganised players, resulting in intense competition. As the entity
is primarily exports to the USA, it also faces geographical concentration risk and regulatory risks, such as increase in import duties
imposed by the USA govt. Although presently, higher antidumping and countervailing duties on Chinese manufacturers have
provided Indian quartz manufacturers with greater export opportunities in the US market.

Susceptibility of margins to volatility in raw material prices and foreign exchange rate fluctuations: Raw material is
the major cost component in quartz slab manufacturing, forming approximately 60% of its Total Operating Income (TOI), and
determines the cost competitiveness of operations. The major raw materials include ground quartz (grains), polyester resins, and

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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titanium dioxide, whose prices are volatile in nature. Therefore, any adverse movement in these prices can put pressure on the
company's profit margins. Furthermore, JQS is a net exporter and does not have an active hedging policy, which exposes its
profits to fluctuations in foreign exchange rates.

High working capital intensity: The entity’s operations are working capital intensive, as reflected by an elongated working
capital cycle of 287 days in FY25 (PY: 214 days). The increase in the cycle is primarily attributable to a rise in both inventory
holding and receivable periods. The inventory holding period was significantly high at 327 days in FY25 (PY: 213 days), with raw
materials and finished goods constituting 43% and 57% of total inventory, respectively. The company typically maintains three
months of finished goods inventory and two to three months of raw material stock. The impact of the Red Sea crisis led to longer
turnaround times for products to reach end consumers while the typical shipment duration ranges from 30 to 45 days, it extended
to nearly three months for certain consignments during FY25. The receivable period also increased to 83 days (PY: 63 days).
However, the credit period availed from suppliers was relatively high at 122 days (PY: 62 days), providing some cushion to
working capital requirements

Geographical and customer concentration of revenue: JQS’s top 5 customers accounted for 80% of its net sales in FY25,
reflecting a concentrated customer base primarily consisting of traders and merchant exporters. The firm derives the majority of
its net sales from exports, due to the higher acceptance of quartz slabs as the preferred material for countertops in the export
market, particularly in the USA. This also exposes the company to geographical concentration of revenue. However, the company
plans to expand its market by catering to demand in other regions, such as Canada and European countries, in the near future.

Key strengths

Infusion of funds by partners by way of unsecured loans: The partners infused X1.60 crore as unsecured loans in FY25,
increasing total outstanding unsecured loans to %6.28 crore as on March 31, 2025. These loans are subordinated to bank debt
and are expected to be retained in the business. Additionally, the partners have infused X5.70 crore as equity in Q1FY26. The firm
plans to utilise this funds to meet their debt obligations and support business operations.

Experienced and resourceful partners: JQS was incorporated by Mr. Sidda Raghava Rao and Mr. Sidda Sudheer Kumar. Mr.
Raghava Rao has over three decades of experience in the surface stone industry, while Mr. Sudheer Kumar is well-versed in the
latest processes and technologies. Both partners have been associated with numerous firms, bringing a deep understanding of
market dynamics and exposure to various industries. They are also involved in the day-to-day operations of another company,
Jyothi Granite Exports India Private Limited, which operates in the surface stone business as well. The family owns six quarries in
Andhra Pradesh and were pioneers in mining and extraction in the state. They possess granite reserves that will last for more
than three decades. Their long-established market relationships will also add value to JQS. The promoters also infused unsecured
loans to support the business. As of March 31, 2025, total unsecured loans outstanding stood at Rs.6.28 crore which are
subordinated to bank debt, hence expected to be retained.

Advanced manufacturing facility: JQS commissioned Pedrini, Italy — the world’s leading equipment company — to install a
highly compact, customized AVANTGARDE machinery, the first of its kind in the world. This advanced installation enabled end-to-
end integrated processing of engineered quartz surfaces with greater precision and efficiency. Pedrini's customized 145-meter
long single line facilitates high precision calibration, polish transversal, and transpositional trimming of slabs, significantly
increasing manufacturing capacity. The facility also features two fully automated casting lines, ensuring high efficiency and minimal
errors.

Sustainable manufacturing processes: JQS's processes are energy-efficient and align with the Government of India’s
sustainable development goals. To ensure optimal energy usage and an uninterrupted 24x7 power supply, the company has
installed solar panels at their facility in Ongole, Andhra Pradesh. This initiative strengthens the company's commitment to zero
waste, as they reuse up to 98% of water in the manufacturing of quartz.

Modest scale of operations and satisfactory operating margin: The Total Operating Income (TOI) moderated by 12.22%
to ¥45.33 crore in FY25 over FY24, primarily due to the Red Sea crisis and subdued customer demand. JQS's operating profitability
margin stood healthy at 16.75% in FY25, although it moderated by 242 bps year-on-year due to an increase in overheads, which
could not be fully passed on to customers amid subdued demand. Consequently, the company reported net losses during the
year, primarily on account of higher depreciation and interest expenses. Going forward, starting from the current financial year,
TOI is expected to further improve due to exports to other geographic regions, and the entity is anticipated to achieve positive
net profit after tax. PBILDT margins are expected to remain stable, in the range of 15-20%.

The firm mainly exports its granite slabs to the USA market. With the 26% reciprocal tariff currently on suspension till August 01,
2025, a final imposition of the tariff could hamper exports and have an adverse effect on JQS's overall business.

Liquidity: Stretched

The liquidity position of Jyothi Quartz Surfaces (JQS) remains stretched, marked by tightly matched cash accruals against its
scheduled debt obligations. The firm is expected to generate gross cash accruals (GCA) of X6—7 crore in FY26, as against
repayment obligations of ¥5.89 crore. The debt servicing capability is dependent on the timely infusion of funds by the partners
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in case of any shortfall in the envisaged accruals. Liquidity is further constrained by the high utilization of working capital limits
and a leveraged capital structure. However, this is partly offset by the promoters’ demonstrated support, as reflected by a capital
infusion of X5.7 crore in FY26.

Assumptions/Covenants: Not Applicable

Environment, social, and governance (ESG) risks:

Parameters \ Risk factors

Environmental Nil. Company has implemented sustainable manufacturing processes, and zero waste policy.

Social The company always been on harbouring a safe and inclusive work environment for all their employees
Governance Complied with all the regulatory and govt. regulations. Management has no unfair trade practices

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

About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry Basic industry

Consumer Discretionary Consumer Durables Consumer Durables Granites & Marbles

Jyothi Quartz Surfaces (JQS), based in Ongole, Andhra Pradesh, was established as a partnership firm in December 2018 under
the leadership of Mr. Sidda Raghava Rao and Mr. Sudheer Kumar. JQS is engaged in the manufacturing and export of engineered
quartz slabs, primarily to the USA. The company has the largest facility for engineered quartz surfaces in India, with an installed
capacity of 60,000 slabs per annum.

Brief Financials (X crore) March 31, 2024 (A) March 31, 2025 (UA)
Total operating income 51.64 45.33
PBILDT 9.90 7.59
PAT -4.00 -4.46
Overall gearing (times) 3.31 3.13
Interest coverage (times) 1.64 1.28

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

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
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Date of Maturity Size of the !latmg

Name of the Issuance Coupon Assigned and
Date (DD- Issue .

Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating

YYYY) Outlook
Fund-based - _ _ i 10.00 CARE B+;
LT-Cash Credit Stable
Fund-based - CARE B+;
LT-Term Loan ) ) June 28, 2031 38.00 Stable
Fund-based -
LT/ ST-Packing CARE B+;
Credit in - - - 10.00 Stable / CARE
Foreign A4
Currency

Annexure-2: Rating history for last three years

Current Ratings Rating History

Date(s) Date(s) Date(s) Date(s)
Name of the
and and and and
Ins?r_u_ment/ SEIL Amount . Rating(s) Rating(s) Rating(s) Rating(s)
Facilities Outstanding X i X i
( crore) _aSS|gned _aSS|gned :‘:ISSIgned :‘:ISSIgned
in 2025- in 2024- in 2023- in 2022-
2026 2025 2024 2023
1)CARE
Fund-based - LT/ gﬁRE ES;tE: t,)le /
1 T-Packing Credi LT/ST 10. ' - - -
; Fo?gigngcirf:ntcy " oo Stable / CARE A4
CARE A4 (26-Jun-
24)
1)CARE
CARE BB-;
2 E‘;Qﬁ'gf:;‘g SLT- LT 10.00 B+; - Stable - -
Stable (26-Jun-
24)
1)CARE
CARE BB-;
3 i::r:lzzf;d “LT LT 38.00 B+; - Stable - -
Stable (26-Jun-
24)

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-Cash Credit Simple
2 Fund-based - LT-Term Loan Simple
3 Fund-based - LT/ ST-Packing Credit in Foreign Currency Simple
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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 Reserve Bank of India.
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. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). 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. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge 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. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CARE and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge 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. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2025, CARE Ratings Limited. All Rights Reserved.
This content is being published for the purpose of dissemination of information. Any use or reference to the contents herein on an “as-is” basis is permitted with due
acknowledgement to CARE Ratings. Reproduction or retransmission in whole or in part is prohibited except with prior written consent from CARE Ratings.

For detailed Rating Report and subscription information,
please visit www.careratings.com
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