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Detailed Rationale & Key Rating Drivers

The ratings assigned to the bank facilities of General Optics (Asia) Limited [GOAL] takes into account the healthy profitability
margins albeit marginal drop in FY20 (refers to the period April 1 to March 31), comfortable capital structure and debt coverage
indicators. The ratings also factor in established track record of the company in manufacturing industrial-precision optical
components, competent in-house research & development activities, and long relationship of the company with its clients. The
ratings also factor in the high-entry barrier present in the industry on account of the technology intensiveness associated with
it.

The ratings are, however, constrained by GOAL’s small size of operations concentrated to few major clients and limited market
size of the segment in which GOAL operates.

Rating Sensitivities:
Positive factors:
e Increase in scale of operations.
e Diversification of revenue from customers with not more than 15% from a single customer.

Negative factors:
e Deterioration of capital structure with overall gearing above 0.75x.
e Elongation of working capital beyond 180 days.

Detailed description of key rating drivers

Key rating strengths

Longstanding experience of the promoters

Mr S.Murali, Chairman and Managing Director, has been in the manufacturing business for more than 30 years. He founded
the company in 1982 as an export oriented unit. During his tenure, the company transformed itself from a component
manufacturer to an Opto Electronic and Opto Mechanical sub-assemblies and Instrument Assemblies Manufacturer. The other
directors of the group have also been with the company for over a decade, most of whom have over 30 years of experience.

Reputed client base with long-standing customer relationships albeit client concentration risk

The company has a reputed client base, most of whom are repeat customers, including Indian Space Research Organization
(ISRO), National Atmospheric Research Laboratory (NARL), Department of Space, and Space Applications Center. The company
is an accredited supplier to Department of Space (DoS) and has partnered in a variety of indigenization efforts of DoS,
Government of India. The company also has a significant export client base including several major OEMs.

Though high concentration of export revenue to select companies cannot be neglected, the underlying long-term relationship
enjoyed by GOAL with these clients adds comfort to the continuity of receipt of orders.

Healthy profitability margins albeit marginal drop in FY20
The commencement of operations of high margin Infra-red segment during FY16 had translated into improvement in PBILDT.
The PAT margin improved from 19.08% in FY18 to 28.77% in FY19. The PAT margin for FY20 was 24.29%.
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Comfortable capital structure & coverage indicators

The overall gearing remained low at 0.07 times (PY: 0.07x) as on March 31, 2019, whereas the overall gearing stood at 0.22x
as on March 31, 2020(Provisional). The increase in overall gearing is partially due to increase in total debt and also due to drop
in the net worth of the company due to large dividends declared in the year FY20. Albeit the drop in interest coverage ratio
from 68.09x in FY19 to 44.46x in FY20, it still remains comfortable. On account of increase in the total debt and also due to
drop in gross cash accruals the total debt to gross cash accruals increased from 0.16 year in FY19 to 0.67 year in FY20

Key rating weaknesses

Small size of operations

GOAL has a long track record of operations for over 3 decades. However, the size of operations of the company continues to
be small with a total income of Rs.39.59 crore in FY19 (Audited) and Rs.28.20 crore in FY20 (Provisional). This is majorly due to
the limited market size of segment in which GOAL operates. The company operates in a niche industry selling precision
manufactured products after getting the necessary specification from its clients. However, given its small size of its operations,
GOAL continues to be exposed to the vastly changing technology, economy downturns and competition from other markets.

Client concentration risk:

Though the company enjoys a long-standing relationship with highly reputed export clients, its income continues to be
concentrated to a few of them. The top 5 client accounts for 77% of the total income of the company in FY20 and in case of
any drop in order flow from these clients the order book drops. The order book as on March 31, 2020 was Rs.18.22 crore as
against Rs.13.22 crore as on March 31, 2019.

Liquidity - Adequate

The liquidity profile of GOAL remain adequate with surplus gross cash accruals against negligible repayment obligations. The
dependence of the company on bank borrowings for its working capital needs has been very low as the requirements were
mainly funded by internal accruals and available cash & bank balance. As the raw materials cost for IR products is higher that
precision lenses, the average inventory days stood at 76 days in FY20 as compared to 60 days in FY19. The average collection
period has also increased to 77 days in FY20 as against 52 days in FY19. This led to increase in the working capital cycle from
90 days in FY19 to 132 days in FY20. While the company has adequate liquidity, the operating cycle has been an elongation
and would continue to remain a key monitorable. The company has an unencumbered cash and bank balance of Rs.18.43 crore
as on March 31, 2019 (Audited) and Rs.11.50 crore as on March 31, 2020 (Provisional). The company has availed moratorium
for its term loan facilities for the period of June 2020 to August 2020.

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 - Non-Financial sector

About the Company

GOAL is a closely-held public limited company promoted by Mr S Murali, Chairman-cum-Managing Director. The company was
incorporated in 1982 and commenced its commercial operations in 1984 as an EOU producing precision optical components
from its manufacturing facility situated at Pondicherry. GOAL is an established player in the manufacture of custom-made
industrial precision optical components (such as prisms, flats, windows, wedges, filters, mirrors, beam splitters). GOAL also
integrates multiple components and builds intricate and precise mechanical structures/systems to form the sub-
assemblies/assemblies.

The company has a total installed capacity to manufacture 2 lakh components in a manufacturing facility of 75,000 sqft. Exports
form a major portion of the company’s sales and most of its products are exported to global defense organizations and scientific
equipment manufacturers. The day-to-day operations of the company are managed by Mr Murali supported by a well-
experienced and qualified management team.
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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_Aug2019.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
http://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2020.pdf
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(Rs. Crore)
Particulars FY18(A) FY19(A) FY20(P)
Total Operating Income 25.37 39.59 28.20
PBILDT 8.09 17.02 10.67
PAT 4.84 11.39 6.85
Overall Gearing Ratio (Times) 0.07 0.07 0.26
Interest Coverage (Times) 20.98 68.09 44.46
A: Audited; P: Provisional
Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2
Annexure-1: Details of Instruments/Facilities
Name of the Date of Coupon Maturity Size of the Rating ?smgne.d
Issue along with Rating
Instrument Issuance Rate Date
(Rs. crore) Outlook
Non-fund-based - LT/ ST- i i i 10.00 CARE A-; Stable /
Bank Guarantees ' CARE A2
Fund-based - LT-Term Loan - - May 2024 1.89 CARE A-; Stable

Annexure-2: Rating History of last three years

Current Ratings Rating history
St Name of the Type Amount Rating Date(s) & Rating(s) Datfa(s) & Dat?(s) & Datfe(s) &
Instrument/Bank . K . Rating(s) | Rating(s) | Rating(s)
No. . Outstanding assigned in 2020- . . . . . .
Facilities (Rs. crore) 2021 assigned in | assigned in | assigned in
) 2019-2020 | 2018-2019 | 2017-2018
1)CARE BBB+; Stable /| 1)CARE A-; 1)CARE A-;
CARE A-;
Non-fund-based - LT/ Stable / CARE A3+; ISSUER Stable / Stable /
1. ST-Bank Guarantees LT/ST 10.00 CARE A2 NOT COOPERATING* | CARE A2+ - CARE A2+
(08-May-20) (02-Apr-19) (19-Mar-18)
1)CARE BBB+; Stable; 1)CARE A-; 1)CARE A-;
Fund-based - LT-Term CARE A-; ISSUER NOT Stable Stable
2. oan LT 1.89 Stable | COOPERATING* (02.Apr-19) - (19-Mar-18)
(08-May-20) P

Note on complexity levels of the rated instrument: 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.

CARE Ratings Limited



R Ratings
Professsanal Rk Opinsan

Press Release

Contact us
Media Contact
Name: Mradul Mishra
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Name: Mr. P. Sandeep

Contact no.: 044 2850 1000

Email ID: sandeep.prem@careratings.com

Relationship Contact

Name: Mr. V. Pradeep Kumar

Contact no. : 044 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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