
 

Rating Rationale  24 Sep 2020 
Modulo Ceramics Private Limited 

 
Brickwork Ratings reaffirms the ratings with revision of outlook for the Bank Loan             
Facilities of   Rs 74.70 Crs of Modulo Ceramics Private Limited (MCPL or ‘the company’) 

  
Particulars: 

Facilities** 

Amount (Rs. Crs.) 
 

Tenure 

Rating* 

Previous Present Previous^  
(Aug 2019) 

Present 

Fund Based 
Term Loan 
Cash Credit 
 

 
59.65 
15.00 

 

 
59.70 
15.00 

 

Long 
Term 

 
BWR B+/ Negative 

BWR B+/ Stable 
Reaffirmed with 

revision in 
Outlook to Stable 

Non-fund Based 
Buyers Credit  

(36.95) (37.00) Short 
Term 

BWR A4 BWR A4 
Reaffirmed 

Total 74.65 74.70 Rs Seventy Four Crores and Seventy Lakhs 
Only 

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings  
** Details of Bank Loan facilities are provided in Annexure-I ; ^ Advisory for delay in review of ratings on account of 
COVID-19 disruptions was issued on 31 August 2020  
 
Rating Action/Outlook 
The reaffirmation of ratings continues to factor in the experience of the management and              
promoters in the ceramics industry, locational advantage, commencement of operations in FY19            
and infusion of capital by the promoters during FY20. The ratings, however, remain constrained              
by the significant delay in commencement of operations resulting in time and cost overruns,              
limited orders/customer tie ups on hand, lower than expected performance of the company and              
below average financial risk profile marked by small scale of operations, thin profitability and              
weak capital structure. The ratings are also constrained by the vulnerability of the company’s              
profit margin to fluctuations in raw material and fuel prices, the intense industry competition,              
the exposure of the company’s operations and cash flows to the cyclicality in the real-estate and                
infrastructure industry and the impact of COVID 19 on the business operations of the company               
and the end user industries.  
 
BWR takes cognizance of the COVID-19 moratorium package announced by the Reserve Bank             
of India (RBI) and the guidance provided by SEBI vide its circular dated 30 March 2020 in this                  
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regard. BWR notes that MCPL has applied for relief under the aforementioned package and has               
deferred its scheduled payments to the lenders in the interim. The benefits of the package               
entailing deferment of interest have been passed on to the company by the bankers. BWR would                
not be considering such deferment as default for the time being. BWR will continue to monitor                
the developments and analyse the impact, if any, on MCPL’s credit profile.  
 
The revision of outlook to ‘Stable’ takes into account the commencement of commercial             
operations and subsequent increase in scale of operations and infusion of capital by the              
promoters of the company which resulted in strengthening of the capital structure. The outlook              
may be revised to Positive if the company records sustained improvement in the operating              
performance and improved working capital management, improved capital structure and          
liquidity profile. The outlook may be revised to ‘Negative’ if there is inefficient utilization of               
installed capacities, deterioration in operating performance due to the extended COVID-19 effect            
on supply/demand, significant increase in the raw material procurement cost impacting profit            
margins and resulting in lower than estimated coverage indicators and a weaker liquidity position              
which adversely impacts the financial risk profile. 
 
Key Rating Drivers 
 
Credit  Strengths:  
 
Experienced promoters 
The main promoters possess more than a three-decade-long experience in the ceramics industry.             
The company is expected to benefit from this.  
 
Infusion of capital by promoters and improvement in capital structure 
The promoters have infused Rs. 19.90 crs in the company during FY20, which has increased the                
tangible networth from Rs. (0.56) crs in FY19 to Rs. 19.56 crs in FY20. Also the gearing,                 
although still high at 5.52 times as on 31 March FY20 (P), has improved significantly.  
 
Locational Advantages 
MCPL’s manufacturing facility is located in Krishnarao Palem, Andhra Pradesh which provides            
easy access to quality raw materials such as coal, fire clay, white clay and lime sledge and helps                  
save on the transportation cost.  
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Credit  Weaknesses:  
 
Below Average Financial Risk Profile  
The financial risk profile of MCPL remains below average, as reflected by its small scale of                
operations, weak capital structure, thin profitability and stretched working capital cycle. The            
company was operational for 8 months in FY20 with operating income reported at Rs. 15.41 crs                
in FY20(P). Tangible Net worth which was fully eroded at Rs (0.56) Crs as on 31 Mar 2019 has                   
increased to Rs 19.56 Crs as on 31 Mar 2020 (P) mainly due to infusion of capital by the                   
promoters. Although gearing has improved, it continues to be high at 5.52 times as on 31 Mar                 
2020 (P). Net Profit Margin is low at 1.41% in FY20. MCPL has reported total revenue of Rs.                  
5.99 crs in Q1FY21 (P).  
 
Delay in commencement of operations 
The commencement of commercial operations was delayed by more than one and a half years,               
mainly because of the collapse of the plant’s main shed during the cyclone in Andhra Pradesh in                 
April 2018. This has resulted in significant cost and time overruns. The company commenced its               
operations in August 2019 and gradually stepped up the scale of operations, which is reported to                
be around 67% of the installed capacity, currently. However the plant was shut down for almost                
6 months since March 2020, due to the Covid 19 induced lockdown.  
 
Limited customer tie-ups and orders on hand 
MCPL has limited orders in hand of ~4 lakh boxes. to be executed in the next one month.                  
Although MCPL expects the orders to pick up in the coming months, the order inflow is likely to                  
be impacted due to a decline in investment and overall slowdown in the economy. 
 
Highly competitive nature of the industry and small scale of operations 
The ceramic tile manufacturing industry is fragmented, which results in intense competition and             
exerts pressure on the profit margins. Further, the estimated scale of operations of the firm is                
comparatively modest. The real estate industry is the major consumer of ceramic tiles and hence               
profitability and cash flows are likely to remain vulnerable to the cyclicality in the real estate                
industry.  
 
Vulnerability of profitability to fluctuations in raw material and fuel costs  
Raw material and fuel are the two major manufacturing cost components that determine the cost               
competitiveness of a player in the ceramic industry. Since the company has limited control over               
key input such as raw material and fuel, adverse movements in raw material and gas prices can                 
expose its profitability to fluctuations.  
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Impact of COVID 19 outbreak:  
With the commencement of the nationwide lockdown, the operations of the company were             
halted for a duration of almost 6 months from March 2020. The delay in restarting the                
operations after the lockdown was due to unavailability of manpower. The operations are             
reportedly back to normalcy and the company plans to fully utilise its plant capacity by               
December 2020. The peak period for sales is December to June. However, the order inflow is                
likely to be impacted going forward due to a decline in investment and overall slowdown in the                 
economy. 
 
Analytical Approach and Applicable Rating Criteria 
For arriving at its ratings, Brickwork Ratings has applied its rating methodology as detailed in               
the Rating criteria below (hyperlinks provided at the end of this rationale). 
 
Rating Sensitivities 
Going forward, the ability of the company to increase scale of operations through efficient              
utilization of the installed capacities, strengthen its liquidity, ensure steady order inflow despite             
the impact of Covid 19, efficiently manage its working capital requirements and strengthen its              
liquidity and credit profile would be the key rating sensitivities.  
 
Positive: Given the ongoing weakness in the macro-economic environment and the Covid-19            
impact on the sector, a rating upgrade in the near term remains unlikely. 
 
Negative : 

● A decline in the revenue and profitability leading to further deterioration in the overall              
credit metrics on a sustained basis. 

● Sub optimal utilization of capacities and a stretch in the receivables cycle of the company               
due to Covid related disruptions and inability to secure orders.  

Liquidity: Stretched  
Average utilisation of working capital facilities over the last one year was ~100%. Net cash               
accruals of Rs 1.49 Crs in FY20(P) is insufficient to cover the debt obligations of Rs.                
15.84 crs in FY21. The company intends to opt for loan restructuring under RBI’s Resolution               
Framework for COVID-19-related Stress. Current ratio was adequate at 1.22 times as on 31 Mar               
2020(P). Net cash accruals/Total debt was low at 0.01 times in FY20(P). Cash and cash               
equivalents were low at Rs. 0.05 crores as on 31 Mar 2020 (Provisional). Conversion cycle was                
192 days as on 31 March 20(P) on account of high inventory days. Benefits of the RBI                 
Moratorium package were availed by the Company.  
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Company Profile 
Modulo Ceramics Pvt Ltd was incorporated in February 2017, at Krishnaraopalem, AP. The             
company has set up a manufacturing facility for glazed vitrified tiles and wall tiles with a                
capacity of 35.10 lakh sq mtr at Krishnaraopalem, AP. It manufactures ceramic tiles and sells it                
to distributors in South India and some parts of North and West India.The company has a                
capacity of 22500 boxes per day with each box containing 0.81-0.90 sq metres of tiles. The                
commercial operations were initially expected to commence in October 2018 but were            
significantly delayed  and MCPL subsequently commenced its operations in August 2019.  
 
The Company is promoted by Mr. NVV Sesagiri Rao, Mr. AVV Lakshmana Rao and Mr K                
Mohan Rao as Directors.  
 
Key Financial Indicators 

Key Parameters Units 31 Mar 2019 31 Mar 2020 
(8M) 

Result Type   Audited Provisional 

Operating Revenue Rs Crs 0.00 15.41 
EBITDA Rs Crs (0.05) 4.04 
PAT  Rs Crs (0.45) 0.22 

Tangible Net worth Rs Crs (0.56) 19.56 
Total Debt/Tangible Net worth  Times (Negative) 5.52 
Current Ratio  Times 8.66 1.22 
 
The company has reported a revenue of ~Rs. 6 crs for Q1FY21(P).  
 
Key Covenants of the facility rated: The terms of sanction include standard covenants             
normally stipulated for such facilities.   
 
Status of non-cooperation with previous CRA (if applicable) - Nil 
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Rating History for the previous three years [including withdrawn and suspended] 

Facilities Current Rating 
 (September 2020) 

 
Rating History 

 Tenure 
 

Amount 
(Rs.Crs) 

Rating 2019 2018 10Nov2017 

 
Fund 
Based 
Term Loan 
Cash Credit 
 
 

 
Long 
Term 

 
 

59.70 
15.00 

 

 
BWR B+/ 

Stable 
 

28Aug2019 
BWR B+/Negative 

Not rated 
 

BWR BB/ 
Stable 

30Mar2019 
BWR B+ Issuer Not 
Cooperating Stable 

 
Non-fund 
Based 
Buyers 
Credit 

 
Short 
Term 

 
(37.00) 

 
BWR A4 
 

28Aug2019 
BWR A4 

Not rated  
BWR A4 30Mar2019 

BWR A4 Issuer Not 
Cooperating* 

Total 74.70 Rs Seventy Four Crores and Seventy Lakhs Only 

*Issuer did not cooperate; based on best available information 
^ Advisory for delay in review of ratings on account of COVID-19 disruptions was issued on 31 
August 2020  
 
Complexity Levels of the Instruments: 
For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf 
Hyperlink/Reference to applicable Criteria  

● General Criteria 
● Approach to Financial Ratios 
● Manufacturing Companies 
● Short Term Debt 

 
  

  
www.brickworkratings.com                        page 6 of 8

 

http://www.brickworkratings.com/download/ComplexityLevels.pdf
http://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf
http://www.brickworkratings.com/download/Criteria-FinancialRatios.pdf
https://www.brickworkratings.com/download/Criteria_ManufacturingCompanies.pdf
https://www.brickworkratings.com/download/Criteria-ShortTermDebt.pdf
http://www.brickworkratings.com/


 

 

Analytical Contacts Investor Contacts 

Shivangi Gupta 
Ratings Analyst  
B :+91 80 4040 9940  
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Rajee R 
Senior Director - Ratings 
B: +91 80 4040 9940 
rajee.r@brickworkratings.com 

 
Liena Thakur 
Assistant Vice President - Corporate 
Communications 
+91 84339 94686 
liena.t@brickworkratings.com 
 

 
 

Modulo Ceramics Private Limited 
Annexure I 

Details of Bank Loan Facilities rated by BWR 

Sl. No. Name of the 
Bank 

Type of 
Facilities 

Long Term 
(Rs. Crs.) 

Short Term 
(Rs. Crs.) 

Total# 
(Rs. Crs.) 

1  
 
Karur Vysya 
Bank Ltd, 
Vuyyuru 
Branch, AP 
 
 

Term Loan 59.70 - 59.70 

2 
Cash Credit* 15.00 - 15.00 

3 

Buyers Credit  

- (37.00) 
(37.00) 

Total: Rupees Seventy Four Crores and Seventy Lakhs Only 74.70 

#In addition to the above facilities, the company has also availed Credit Exposure Limit  of Rs. 
5.00 crs from Karur Vysya Bank, which has not been rated by BWR.  
*Bank Guarantee of Rs. 2.58 crs is the sublimit of Cash credit facility. 
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For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your                    
print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change                    
the wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone                   
has the sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through any print                   
or electronic or digital media. 

About Brickwork Ratings : Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI]               
registered Credit Rating Agency and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan,                  
Non- convertible / convertible / partially convertible debentures and other capital market instruments and bonds,               
Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other            
structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc.             
BWR has rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also                
rated NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal             
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters and strategic partners.                  
BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh,                 
Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations. 

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the               
issuer and other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any                   
data distortion; however, it does not examine the precision or completeness of the information obtained. And hence,                 
the information in this report is presented “as is” without any express or implied warranty of any kind. BWR does                    
not make any representation in respect to the truth or accuracy of any such information. The rating assigned by                   
BWR should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and                    
BWR shall not be liable for any losses incurred by users from any use of this report or its contents. BWR has the                       
right to change, suspend or withdraw the ratings at any time for any reasons. 
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