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Ratings
Facilities Amount Rating! Rating Action
(Rs. crore)

32.96 CARE BB+; Stable Revised from CARE BB;

Long Term Bank Facilities (Enhanced from 17.03) (Double B Plus; Stable (Double B; Outlook:
) Outlook: Stable ) Stable)
Short Term Bank Facilities 31.00 CARE A4+ Revised from CARE A4 (A
(A Four Plus) Four)

63.96

Total Bank Facilities (Rs. Sixty-Three Crore and Ninety-
Six Lakhs Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The revision in ratings assigned to Emerald Resilient Tyre Manufacturers Private Limited factors in the improvement in orders
from existing customers (replacement market) and expected improvement in scale of operations on the back new customers
being onboarded in the OE (original equipment) segment. The revenue contribution from the OE (Original Equipment) segment
is expected to aid the liquidity position of the company through lower inventory requirements and faster collections. The
ratings also take into account the ongoing debt-funded capital expenditure to cater to such increased orders.

The ratings continue to be tempered by working-capital intensive nature of operations and financial risk profile characterized
by leveraged capital structure. However, the ratings derive strength from the well-qualified promoters and experienced
management team, the company’s presence in a niche market, its strong relationship with customers and its widespread
distribution network.

Rating Sensitivities

Positive Factors:
e Increase in scale of operations above Rs. 150 crore
e Improvement in liquidity position

Negative Factors:
e Drop in scale of operations below Rs. 100 crore
e  Overall gearing exceeding 2.0x

Detailed description of the key rating drivers

Key Rating Weaknesses

Working capital intensive nature of operations leading to stretched operating cycle: Emerald has high inventory levels, a
characteristic of the replacement tire industry by itself. The company being diversified in terms of customer and geography,
has to maintain a wide variety of SKUs (Stock Keeping Units) which has stretched the inventory period (about 213 daysin FY21).
The collection cycle, which was at 125 days in FY21 (refers to the period April 1 to March 31), is also stretched mostly owing to
the receivable from its subsidiaries in Europe and Middle East (about 56% of total receivables) and extension of credit period
to some customers as a result of COVID. However, it is to be noted that the collection period at consolidated level remains at
around 70-80 days (FY20: 80 days) while the inventory days remain at around 208 days. With the increasing orders from OE
customers, the working capital cycle is likely to ease out over a period of time.

Leveraged capital structure: The overall gearing as on March 31, 2021, is at 1.34x (PY: 1.31x). With the expected improvement
in accruals during the ensuing years, capital structure is expected to witness an improvement. Interest coverage is also
moderate at 1.89x for FY21 (PY:1.20x).

Moderate scale of operations but scale expected to improve going forward: The company operates in niche segment which
restricts the scale of business and growth in scale. With the additional quantum of orders from existing customers like Carlstar,
Clyde etc and from new customers like John Deere, scale of operations is set to grow, but the company remains to be moderate
sized player in the tire market. In FY21, the company has recorded a TOI of Rs. 78 crore marking a marginal increase of 9% over
FY20. However, it is to be noted that in Q1FY22, the company has already recorded a revenue of around Rs. 25 crore.

1Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
1] CARE Ratings Limited



http://www.careratings.com/

b

Press Release

oL

%@E Ratings

véeasional Risk Opinion

Key rating Strengths

Niche player in OTR segment: Emerald manufactures solid tyres and pneumatic mainly for material handling industry. The
company has a wide product range of different sizes and functionality to cater to a wide range of clients and applications. The
company has also moved on from being just a tyre manufacturer and has now positioned itself as an end-to-end solution
provider focusing more on technical requirements of each client and giving customized solutions for them. A large part of the
company’s sales comes from the replacement market where the company has been recommended by OEMs to its major clients
to procure replacement tyres from Emerald. With its strategic presence in the export market and following various test with
leading OEMs and suppliers to the OEMs, Emerald has also been able to attract orders from the OE segment as well. The
replacement market contributed to 83% of sales of Emerald in FY21 (PY: 84%).

Strong Customer relationships: Emerald caters to clients/dealers across the world and exports constitute the major part of its
revenue. Even with the company being diversified in terms of customer base and geography, it has been able to maintain
strong relationships with the clients. The company has been able to bag repeat orders from major players like PB Global, Pozitiv
LLC and Eastman Industries Limited etc. Even in the domestic market, the company has strong relationships with Kion, Godrej
Boyce, Doosan etc.

Widespread distribution network: The company is a prominent player in the industrial-tire segment in India. The company also
exports to several countries. Exports constituted around 76% of the total sales value of the company in FY21. As on March 31,
2021, Emerald had a domestic dealer base of 40 and an international dealer network of about 30 dealers. The company has
been able to on-board new customers in FY21 in US and UK markets with plans of adding more overseas customers which
would diversify the customer base further. Apart from this, the group has presence in Europe and Middle East owing to its
subsidiaries (wholly owned, in Dubai and Belgium) located in these regions.

Well qualified promoters and experienced management team: Emerald is promoted by Mr V Thirupathi and his two sons Mr
V T Chandrasekharan and Mr V T Srinivasan. Mr V Thirupathi is a Chartered Accountant and a Master of Financial Management
graduate from Jamnalal Bajaj Institute of Management, Mumbai. The promoters have over a decade of experience in the
industrial tyres segment. While Mr V Thirupathi takes care of the overall management, Mr V T Chandrasekharan takes care
of the operations and technical functions of the company and Mr Srinivasan manages the marketing and distribution in Europe
— one of the company’s largest markets. The company also has a well-experienced professional management team lead by
Mr Krishnaram — CEO & JMD of the company who has over three decades of experience in the tire Industry.

Capacity Expansion Project:

Consequent to the addition of clients like Carlstar, Clyde, John Deere, etc., and increase in orders has necessitated increase in
capacity. In the Industrial Pneumatic product line, the company is enhancing from the present capacity of 11 tons a day to
25 tons a day and in Solid tyre and wheel segment, the company is envisaging an addition in offering by adding new types. The
total cost of the project is estimated at around Rs. 29 crores. The projected is expected to be funded mostly debt and has
proposed to take a loan of Rs. 20 crore. The remaining is to be funded through equity infusion by its promoters. The promoters
have already brought in Rs. 2 crore as of May 31, 2021. The expansion is expected to come into force by December 2021, in a
phased manner.

Liquidity — Stretched:

The operations of the company are working capital intensive driven by high inventory requirements. Emerald has relied mainly
on bank borrowings to fund the working capital requirements and the average working capital utilisation for the past 12 months
ended May 2021 was around 87%. The Cash and bank balances as on March 31, 2021 stood at Rs 0.64 crore and cash accruals
for FY21 was at Rs. 4.82 crore.

Analytical approach: Standalone

Applicable Criteria

Criteria on assigning Outlook and credit Watch to Credit Ratings
CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

CARE’s Methodology for manufacturing companies

Financial ratios - Non-Financial Sector

Liquidity Analysis of Non-Financial Sector Entities

Rating Methodology- Auto Ancillary Companies
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http://www.careratings.com/pdf/resources/Rating_Outlook_and_credit_watch_May_2019.pdf
http://www.careratings.com/pdf/resources/Rating_Outlook_and_credit_watch_May_2019.pdf
http://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_Sept%202019.pdf
http://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_Sept%202019.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/ShortTermInstruments27June2017.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Manufacturing%20Companies_16Sept2019.pdf
http://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Manufacturing%20Companies_16Sept2019.pdf
http://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Sept2019.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology_Auto%20Ancillary%20Companies_July2020.pdf
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About the Company

Emerald, promoted in 2002 by Mr V Thirupathi, is engaged in the business of manufacturing solid tyres and industrial pneumatic
tyres catering to the material handling industry. The company has manufacturing facilities at SIPCOT Industrial Estate,
Gummidipoondi, Thiruvallur district, Tamil Nadu. As on March 31, 2021, the installed capacity was 8,800 tons p.a. The tyres
manufactured by Emerald are sold under brand names like ‘Greckster’, ‘Solid Plus’ and ‘Empower’.

Brief Financials (Rs. crore) FY20 (A) FY21 (Prov.)
Total operating income 72.25 78.87
PBILDT 10.98 12.59
PAT 0.06 1.35
Overall gearing (times) 1.31 1.34
Interest coverage (times) 1.20 1.89

A: Audited; Prov.: Provisional
Status of non-cooperation with previous CRA: CRISIL has suspended its rating vide press release dated August 17, 2015 on
account of 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: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3 —Not Applicable

Complexity level of various instruments rated for this company: Annexure 4

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the | Rating .aSS|gn(?d
Issue along with Rating
Instrument Issuance Rate Date
(Rs. crore) Outlook
Fund-based - LT-Term Loan - - Sep-2024 27.71 CARE BB+; Stable
Fund-based - LT-Cash Credit - - - 5.25 CARE BB+; Stable
Fl-md-bas-ed - ST-PC/BIll i i i 25.00 CARE Ad+
Discounting
Non-fund-based - ST-BG/LC - - - 4.50 CARE A4+
Fund.-based - ST-Standby Line of i i i 1.50 CARE Ad+
Credit
Annexure-2: Rating History of last three years
Current Ratings Rating history
St Name of the Type Amount Rating| Date(s)& | Date(s)& | Date(s)& | Date(s) &
No Instrument/Bank . Rating(s) Rating(s) Rating(s) Rating(s)
. Facilities Outstanding . . . . . . . .
(Rs. crore) assigned in | assigned in | assigned in | assigned in
) 2021-2022 | 2020-2021 | 2019-2020 | 2018-2019
CARE 1)CARE BB; |1)CARE BB; | 1)CARE BB;
1. Ez;‘: based-LT-Term | 27.71 BB+; - Stable Stable Stable
Stable (18-Feb-21) | (18-Feb-20) |(12-Mar-19)
CARE 1)CARE BB; |1)CARE BB; | 1)CARE BB;
2. (F:‘:;‘:i'tbased “LT-Cash | o 5.25 BB+; - Stable Stable Stable
Stable (18-Feb-21) | (18-Feb-20) |(12-Mar-19)
3 Fund-based - ST- ST 25.00 CARE i 1)CAREA4 |1)CARE A4 |1)CARE A4
" | PC/Bill Discounting ’ Ad+ (18-Feb-21) | (18-Feb-20) | (12-Mar-19)
4 Non-fund-based - ST- ST 450 CARE i 1)CAREA4 |1)CARE A4 |1)CARE A4
" |BG/LC : Ad+ (18-Feb-21) | (18-Feb-20) |(12-Mar-19)
5 Fund-based - ST- ST 1.50 CARE i 1)CARE A4 i i
" | Standby Line of Credit ’ Ad+ (18-Feb-21)
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Annexure-3: Detailed explanation of covenants of the rated instrument / facilities — Not Applicable

Annexure 4: Complexity level of various instruments rated for this company

;2. 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

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.

Contact us
Media Contact
Name: Mr Mradul Mishra
Contact no.: +91-22-6754 3573
Email ID: mradul.mishra@careratings.com

Analyst Contact

Name: Mr Jaganathan A

Contact no.: +91-44-2850 1000

Email ID: jaganathan.a@careratings.com

Relationship Contact

Name: Mr V Pradeep Kumar

Contact No.: +91-44-2850 1001

Email ID: pradeep.kumar@careratings.com

About CARE Ratings:
CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.
Disclaimer
CARE’s 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.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate and reliable.
CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not responsible for
any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in case
of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial
performance and other relevant factors. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating. Our ratings do not factor in any rating related trigger clauses as per the terms of
the facility/instrument, which may involve acceleration of payments in case of rating downgrades. However, if any such
clauses are introduced and if triggered, the ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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