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Facilities/Instruments | Amount (Rs. crore) Rating? Rating Action
19.00 CARE B; Stable .
Long Term Bank Facilities (Reduced from (Single B; Outlook: Rating removs;jt;rc;m Ig:gf;#i?n:ec(:jOOPERATING
37.00) Stable) gory
short Term Bank - - Withdrawn*
Facilities
19.00
Total Bank Facilities (Rs. Nineteen
Crore Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers
The ratings assigned to the bank facilities of Kumar Brothers Chemists Private Limited (KBCPL) continue to be constrained by
the small and declining scale of operations, elongated operating cycle, weak solvency position, highly competitive & fragmented
industry. The ratings, however, derive strength from experience of promoters in trading pharmaceutical products, moderate
profitability margins and advantage of strategic location & long association with reputed pharmaceutical companies.
Rating Sensitivities
Positive Factors - Factors that could lead to positive rating action/upgrade:

e Increase in scale of operations with total operating income of more than Rs.100.00 crore on a sustainable basis

e Improvement in capital structure marked by overall gearing ratio below 1.50x on a sustained basis

e Improvement in debt coverage indicators as marked by interest coverage ratio and total debt to GCA ratios above

2.00x and below 10.00x, respectively, on a sustained basis
e Shortening of operating cycle marked by operating cycle below 200 days, on a sustained basis

Negative Factors- Factors that could lead to negative rating action/downgrade
¢  Deterioration in profitability margins marked by PBILDT margins below 8.00x on sustained basis
* Decline in scale of operations by more than 20%, on sustained basis

Detailed description of the key rating drivers

Key Rating Weaknesses

Small and declining scale of operations: Despite being operational for nearly four decades, the scale of operations has
remained low marked by a total operating income and gross cash accruals of Rs. 18.17 crore and Rs. 0.08 crore respectively
during FY21. Further, the company’s networth base was relatively small at Rs. 14.11 crore as on March 31, 2021. The small
scale limits the company’s financial flexibility in times of stress and deprives it from scale benefits. Further, the company has
booked revenue of Rs.20.00 crore in 9MFY22.

Weak overall solvency position: The capital structure of the firm stood leveraged as on the past three balance sheet dates
ending March 31, '19- '21 on account of higher reliance on external borrowings to fund the incremental working capital
requirements of business against small net worth base. Overall gearing ratio stood at 3.50x as on March 31, 2021. On account
of high debt levels and moderate profitability margins, the debt coverage indicators of the firm stood weak as marked by
interest coverage ratio and total debt to GCA stood at 1.02x and 588.60x respectively in FY21 as against 1.31x and 42.74x
respectively in FY20.

Highly fragmented and competitive industry: KBCPL operates in market cluttered with many small and wholesale players
having better customer reach. This may reduce the market share ultimately affecting the top line of company. Further, the
company provides additional discount to the institutional players thereby impacting the profitability of the company

Key Rating Strengths

Moderate profitability margins: The profitability margins of the company stood moderate marked by PBILDT margin of
28.09% and PAT margin of 0.16% in FY21 respectively as compared to PBILDT margin of 12.89% and PAT margin of 2.09 % in
FY20 respectively. The PBILDT margin improved due to decrease in cost of goods traded, however PAT margin declined due to
increased finance cost.

Experienced promoters in trading of pharmaceutical products: Mr. Ashwani Kumar Singla (Managing director) and Mr.
Pramod Kumar (Director) have more than three decades of experience respectively in trading of pharmaceutical products. The
promoters’ contacts in the market have helped KBCPL to improve institutional sales backed by more tie-ups with private
hospitals for supplying medicines.

!Complete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Advantage of strategic location and long association with reputed pharmaceutical companies: KBCPL has one shop
located near CMC hospital and other located close to PGI hospitals, which are the prime medical institutes in Chandigarh.
Further company also has contracts with major pharmaceutical companies such as Ranbaxy laboratories Limited, Pfizer etc. to
purchase products directly. With bulk and direct purchase KBCPL avails around 20% discount which is then extended to the
wholesale and retail customers.

Liquidity: Stretched

The liquidity position of the company remained stretched as marked by tightly matched repayment vis-a-vis obligations. The
company has generated the GCA of 0.08 Crores in FY21 and is expected to envisage GCA of Rs.0.50 against repayment of
Rs.0.52 lakhs in same year. Further, the working capital limits of the company is 95% utilised for the past twelve months
ending December 2021. The non-fund-based limits is withdrawn as it was converted as sublimit to cash credit facility. The
Company has low cash and bank balance of 0.48 Crores as on March 31, 2021.

Analytical approach: Standalone

Applicable Criteria

Policy on default recognition

Financial Ratios — Non financial Sector

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

Wholesale Trading

Policy on Withdrawal of Ratings

About the Company

Kumar Brothers (Chemists) Private Limited (KBCPL) was originally constituted as a partnership firm named as M/s. Kumar
Brothers in the year 1980 and later was converted into private limited company in the year 1998. KBCPL is engaged in retail
and wholesale trade of pharmaceutical products such as medicines, surgical equipment’s, cosmetics and other related items
through distribution contracts with pharmaceutical companies which are renewed annually. Apart from over-the-counter sales
(retail), the company also supplies medicines to private as well as government institutions namely Post Graduation Institute of
Education & Research (PGI, Chandigarh), various government hospitals and commando hospitals. Currently, KBCPL operates
through one shop at Chandigarh and another one at Delhi. The shop at Delhi is exclusively for dealing with Army Hospitals.

Brief Financials (Rs. crore) 31-03-2020 (A) 31-03-2021 (A) 9MFY22*

Total operating income 47.82 18.17 20.00
PBILDT 6.16 5.10 NA
PAT 0.99 0.03 NA
Overall gearing (times) 3.24 3.50 NA
Interest coverage (times) 1.31 1.02 NA

*Refers to the period from April 1, 2021 to December 31, 2021
A: Audited NA: Not Available

Status of non-cooperation with previous CRA: Not Applicable
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

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

Annexure-1: Details of Instruments / Facilities

Name of the ISIN Date of Coupon | Maturity = Size of the | Rating assigned along with
Instrument Issuance Rate Date Issue Rating Outlook
(Rs. crore)
Fund-based - LT-Cash - - - 19.00 CARE B; Stable
Credit
Non-fund-based - ST-Bank - - - 0.00 Withdrawn
Guarantee
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https://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_Sep%202021.pdf
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History of last three years
Current Ratings

Annexure-2: Rating

Rating history

Name of the Date(s) & Datg(s) & Datg(s) & Datg(s) &
Instrument/Bank Amount ) ) Rating(s) Rat_mg(s) Rat_lng(s) Rat_lng(s)
Facilities Type Outstanding | Rating assigned in assigned assigned assigned
(Rs. crore) 2021-2022 in 2020- in 2019- in 2018-
2021 2020 2019
CARE | JCAREB; Stable; | 1y-apE gy: | 1)CARE B+; | 1)CARE BB-;
Fund-based - LT- . ISSUER NOT
Cash Credit LT 19.00 B; | COOPERATING* Stable , Stable Stable
Stable (09-Sep-21) (03-Aug-20) | (09-Aug-19) | (03-Aug-18)
1)CARE A4;
Non-fund-based - ST _ ) ISSUER NOT 1)CARE A4 1)CARE A4 1)CARE A4
ST-Bank Guarantee COOPERATING* (03-Aug-20) | (09-Aug-19) | (03-Aug-18)
(09-Sep-21)

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not Applicable

level of various instruments rated for this compan
Name of instrument

1 Fund-based - LT-Cash Credit

2 Non-fund-based - ST-Bank Guarantee

Annexure 4: Complexi

Complexity level
Simple
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 the rated instrument: CARE Ratings Ltd. 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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About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide
array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by
knowledge and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including
CPs, corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited 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 Limited has based its ratings/outlooks based on information obtained from reliable and credible
sources. CARE Ratings Limited 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 Limited have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE Ratings Limited 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 Limited
is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The
rating/outlook may undergo a 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 Ratings Limited is not responsible
for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’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.careedge.in
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