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Rating 

Facilities 
Amount 

(Rs. crore) 
Ratings1 Rating Action 

Long-term Bank Facilities 

29.00 

(reduced from  

Rs. 35.00 crore) 

 

CARE BB-;Stable  

(Double B Minus;  

Outlook: Stable) 

Revised from 

CARE BB    

(Double B)  

Total Facilities 

29.00 

(Rupees Twenty  

Nine crore only) 

  

Details of instruments/facilities in Annexure-1 

Details Rationale 
The revision in the rating assigned to the bank facilities of Deccan Jewellers Pvt. Ltd (DJPL) is on 
account of decline in total income and margins resulting in losses during FY16 (FY refers to the period 
from April 01 to March 31). The rating revision also factors in medium term negative impact on 
domestic market especially for gold.  The rating continues to remain constrained by the volatility in 
gold prices and inventory risks associated thereof impacting the profitability margins of the company, 
presence in a highly competitive and fragmented industry and working capital intensive nature of 
business with high utilisation of fund-based limits. The rating also factors in deterioration in capital 
structure as on March 31, 2016. However, the rating is underpinned by experienced promoters, 
established brand name and geographically diversified revenue stream.   
The ability of the company to increase its scale of operations, improve its profitability margins while 
managing the volatility in gold prices efficiently are the key rating sensitivities. 
 

Detailed Description of the key rating drivers 

The total operating income of the company declined by around 17% in FY16 and was at Rs. 101.50 

crore. The company registered loss at PBILDT level during FY16 primarily on account of increased 

contribution towards raw materials. PBILDT margin also declined on account of same. Further, on 

account of high interest burden, the company registered net loss of Rs. 8.27 crore during FY16 as 

against profit of Rs. 1.71 crore during FY15. 

The capital structure of the company witnessed deterioration as on March 31, 2016 vis-a-vis March 

31, 2015 at the back increased debt levels coupled with erosion in net worth due to loss incurred 

during FY16. 

Being a jewellery retailer, DJPL has to maintain high level of inventory for the display and sales to the 

customers at its showrooms. Generally, DJPL maintains stocks around half of its annual turnover at its 

showrooms for the display. As the company holds high level of inventory, any sharp fall in gold prices 

                                                           
1Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications  
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for a larger timeframe may lead to diminution in the value of the high level of inventory that DJPL 

carries. This risk to an extent is mitigated as the company replenishes its stock when the sale 

happens, either on the same day or the next day. Considering the working capital intensive nature of 

business, the operating cycle of the company remains elongated although improved marginally from 

237 days in FY15 to 230 days in FY16 at the back of decline in inventory holding period from 248 days 

in FY15 to 242 days in FY16.  

DJPL continues to diversify its revenue stream through its 5 retail outlets spread across Vijaywada, 

Rajahmundry, Kakinada, Warangal and Vizag. The company operates in tier II and tier III cities within 

A.P and Telangana, wherein numerous small and unorganised players compete with each other. 

These cities also have been experiencing entry of number of organised and branded players 

intensifying the competition. 

Recent demonetization of high value currency notes in India is expected to have negative impact on 

consumer spending (especially of discretionary nature) and thus demand for luxury items (including 

gems and jewellery) is likely to be impacted at least in the medium-term 

DJPL is closely held and managed by the family members of the promoters, who belong to 
Mohammed Khan & Sons Group, which has been in the jewellery business since 1936 and has built a 
strong brand reputation in Andhra Pradesh. Mr. Fazalul have experience of more than three decades 
in jewellery business while Mr. Irfan has been in this business for around 8-10 years. The company 
operates under its family brand ‘Mohammed Khan and Sons’, and thus has been able to expand 
successfully. Mohammed Khan and Sons is perceived as a famous jeweller among the various 
organised/unorganised players in the market, with a good chunk of business coming in from repeat 
clientele.  
 

Analytical Approach Followed – Standalone. 

Applicable Criteria 

Criteria on assigning Outlook to Credit Ratings 

CARE's Policy on Default Recognition 
Rating Methodology-Manufacturing Companies 
Financial ratios – Non-Financial Sector 

Company Background 

Deccan Jewellers Private Ltd (DJPL) was incorporated in February 2005 by families of Mr. Azizul 

Rahaman Khan and Mr. Fazulul Rahaman Khan, who belong to the Mohammed Khan & Sons family. 

DJPL is mainly engaged into retailing of gold (BIS Hallmark) ornaments and also deals with silver, 

diamond and branded jewelry. DJPL currently has five retail outlets with a total area of 20,000 square 

feet (sft.) spread across Vijaywada, Rajahmundry, Kakinada, Warangal, and Vizag. The operations are 

being carried out under the brand name of ‘Mohammed Khan & Sons Jewellers’. Presently, Mr. 

Fazalul Rahaman Khan and his son, Mr. Irfan Khan (Managing Director) run the company. 

During FY16 (refers to the period April 1 to March 31), DJPL has reported a net loss of Rs.8.27 crore 

on a total operating income of Rs.101.50 crore as against a PAT of Rs.1.71 crore on a total operating 

income of Rs.121.94 crore in FY15.  
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Status of non-cooperation with previous CRA:  

The rating of Deccan Jewellers Private Limited has been suspended by CRISIL Limited vide its press 

release dated November 19, 2012 on account of non-cooperation. 

Rating History (Last three years): Please refer Annexure-2 

Analyst Contact 
Name: Radhika Ramabhadran 
Tel: +91-40-6900-0516 
Mobile: 8008883012 
Email: radhika.ramabhadran@careratings.com 
 

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

CARE has classified instruments rated by it on the basis of complexity. This classification is available at 

www.careratings.com. Investors/market intermediaries/regulators or others are welcome to write to 

care@careratings.com for any clarifications. 

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 credit quality and are not recommendations to sanction, renew, disburse or recall the concerned bank 

facilities or to buy, sell or hold any security. 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.  

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is 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. 
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Annexure 1  
Details of Instruments/Facilities:- 
 

Name of the  
Instrument 

Date of  
 Issuance 

Coupon  
 Rate 

Maturity   
 Date 

Size of the 
Issue  

 (Rs. crore) 

Rating assigned 
along with Rating 

Outlook 

Fund Based - LT-Working 
Capital Limits 

- - - 29.00 CARE BB-; Stable  
  

 

Annexure 2  
Rating History for last three years:-  
 

  Current Ratings  
 

Chronology of Rating history for past three 
years 

Sr. 
No. 

Name of the 
Instrument/Bank 

Facilities 

Type  
   
    
  

Amount 
Outstanding   
 (Rs. crore)  

Rating 
 
 

 

Date(s) & 
Rating(s) 

assigned in 
2015-2016 

Date(s) & 
Rating(s) 

assigned in 
2014-2015 

Date(s) & 
Rating(s) 

assigned in 
2013-2014 

1. Fund Based - LT-
Working Capital Limits 

LT 29.00 CARE 
BB-; 
Stable 

1)CARE BB  
(November 30, 
2015) 
 

1)CARE BB  
(December 05, 
2014) 
 

1)CARE BB  
(December 11, 
2013) 
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CONTACT 
Head Office Mumbai 

Mr. Amod Khanorkar Mr. Saikat Roy 

Mobile: + 91 98190 84000        Mobile: + 91 98209 98779  

E-mail: amod.khanorkar@careratings.com                                                      E-mail: saikat.roy@careratings.com  
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Mr. Mehul Pandya 
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E-mail: mehul.pandya@careratings.com 
 
BENGALURU 
Mr. Deepak Prajapati 
Unit No. 1101-1102, 11th Floor, Prestige Meridian II, 
No. 30, M.G. Road, Bangalore - 560 001. 
Cell: +91-9099028864 
Tel: +91-80-4115 0445, 4165 4529 
E-mail: deepak.prajapati@careratings.com 
 
CHANDIGARH 
Mr. Sajan Goyal 
SCF No. 54-55, 
First Floor, Phase 11, 
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Chandigarh 
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Tel: +91-172-5171 100 / 09 
Email: sajan.goyal@careratings.com 
 
CHENNAI 
Mr. V Pradeep Kumar 
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