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RATING RATIONALE
09 Mar 2020

Gourishanker Polymers

Brickwork Ratings reaffirms the ratings for the Bank Loan Facilities of ¥ 40.50 Crores of
Gourishanker Polymers

Particulars:
Amount (X Cr) Rating*
Facility** . Tenure Previous
Previous Present (Jan 2019) Present
Fund Based A BWR BB
DFS Limits 20.00 30.00 Long B‘g,::bl?eB Stable

CC Limit 12.50 3.00 Term (Reaffirmation)

Non-fund Based BWR A4+
+A
LC/BG 12.50 7.50 Short Term BWR A4 (Reaffirmation)
Total 45.00 40.50 INR Forty Crores & Fifty Lakhs Only

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings
** Details of Bank facilities is provided in Annexure-I
~RNR advisory issued on 06 Jan 2020

RATING ACTION

The ratings of Gourishanker Polymers (GP or ‘the firm’) is reaffirmed, as the firm has sustained its debt
protection metrics owing to improvements in EBITDA & net profit despite increase in interest expenses.
Further, the firm has no large long term debt and all cash surplus is used to service working capital debt
adding comfort to the rating. The ratings, however, remain constrained owing to deteriorating gearing
ratios due to reduction in proprietor’s capital and increase in short term borrowings. The ratings are also
constrained by the proprietorship constitution of the firm limiting its financial flexibility and inheritance
risks of capital withdrawal.

OUTLOOK: STABLE

BWR believes that the business risk profile of Gourishanker Polymers will be maintained over the
medium term. The ‘Stable’ outlook indicates a low likelihood of rating change over the medium term.
The rating outlook may be revised to 'Positive’ in case the revenues and profit show sustained
improvement. The rating outlook may be revised to "Negative' if the revenues go down and profit margins
show lower than expected figures.
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KEY RATING DRIVERS
Credit Strengths:

e Long experience of the proprietor: GP, the proprietorship firm of Mr Vipul Mittal started
trading in polymers in 1998. From FY 18 onwards, the firm started functioning as an Del Credere
Associate (commision agent) of Indian Oil Corporation Ltd. for the Uttarakhand region on a
commission basis. However, it has continued to trade in products of companies other than IOCL
also.

e Moderate networth & profitability: GP’s net worth stood at Rs 9.84 crore at the end of FY'19.
Further, despite fall in revenues owing to a change in the business model (trading to commission
based), the firm has increased its profits from Rs 0.81 Crs (FY18) to Rs 1.92 Crs in FY19. As a
result, ISCR of the firm has improved from 1.23x (FY18) to 1.55x in FY'19.

Weakness:

e [Elevated debt levels in FY19 resulting in higher gearing: GP’s debt levels have remained high
in FY19 as it provides credit to the end customers of IOCL using the bank limits, although the
available credit period from IOCL is agreed upon as per its DCA arrangement. The firm collects
interest from its debtors in lieu of extending credit as its other income. However, the HDFC
bank’s cash credit limits have now been reduced from Rs 12.5 Crs to Rs 3 Crs in view of the
change in the business model. The firm’s projected short term borrowings in FY20 will be
significantly less at Rs 30 Crs against Rs 42 Crs in FY19. The Debt:Equity & TOL/TNW ratio of
the firm stood high at 4.42x & 5.46x in FY'19.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

The rating of Gourishanker Polymers is arrived at on a standalone basis after independent evaluation of its
financial risk profile. For arriving at its ratings, BWR has applied its rating methodology as detailed in the
rating criteria detailed below (hyperlinks provided at the end of this rationale)

RATING SENSITIVITIES

Positive: Rating is sensitive to the firm’s gearing and may be improved if gearing is reduced as a result
of infusion of capital or reduction in debt; besides the firm maintaining or improving its revenues and
profitability margins to say over 50% each respectively, amongst other key financial parameters
facilitating an upgrade .

Negative: Ratings may be downgraded if the gearing is deteriorated further or there is a significant drop
in the profitability margins.

LIQUIDITY POSITION: STRETCHED

Stretched liquidity indicated by high utilisation of bank limits (>90%), modest cash & cash equivalents of
Rs 0.16 Crs in FY19 and highly elongated cash conversion cycle (233 days) because of high receivables
(261 days).
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Gourishankar Polymers(GP), a Delhi based proprietorship concern of Mr Vipul Mittal started operations
in 1988. GP is engaged in the trading of various kinds of polymers such as Polypropylene (PP),
Polyethylene (PE), EVA & PVC. These polymers find application in various sectors such as packaging,
textile, automobile, pipes etc. Mr. Vipul Mittal, who holds a B.E. degree from MIT, Manipal, has got the
DCA agreement (commission basis) with IOCL for selling its polymers to the allocated customers. For
other customized requirements, the polymers are imported from international markets such as UAE, Saudi

Arabia, Korea, Taiwan, USA, Australia & Brazil.

KEY FINANCIAL INDICATORS

Key Parameters Units FY 19 FY 18
Result Type Audited Audited
Total Operating Income Rs Crore 5513 71.80
OPBDIT Rs Crore 5.30 3.23
PAT Rs Crore 1.92 0.81
Tangible Net worth (TNW) Rs Crore 9.84 10.70
Total Debt/TNW Times 4.42 3.47
Current Ratio Times 1.19 1.37

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED: NONE

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY: NONE
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RATING HISTORY (including suspended/withdrawn)
L fmment Current Rating (2020) Ratine Histor
/ Facilities g g y
Tenure
(Long Amoun Rating
t 05 Jan 19 23 Jan 2018 2017
Term/ X Cr)
Short Term)
FB 32.50 | BWR FB 32.50 | BWR
Fund Based Lone Term 33.00 09 Mar 2020 BB/Stable BB/Stable
Non-fund | o/ ft T 1 BWR BB/Stable NA
Based ort e ‘ BWR A4+ NFB | 12.50 | BWR NFB | 12.50 | BWR
A4+ A4+
06 Jan 2020
FB 32.5 | RNR¥*
- - NA
NFB | 12.5 | RNR¥*
Total 40.50 INR Forty Crores & Fifty Lakhs Only
*Rating Not Reviewed advisory issued on 06 Jan 20
Hyperlink/Reference to applicable Criteria
° General Criteria
° Approach to Financial Ratios
° Trading Entities
Analytical Contacts Investor and Media Relations
Sumit Saharan
Primary Analyst
Board: +91-172-5032295 Ext: 104 Liena Thakur
[sumit.s@brickworkratings.com] Assistant Vice President-Corporate Communications
M : +91 7738875550
Ashwini Mital B :+91 22 6745 6666
[Director — Ratings] investordesk@brickworkratings.com
Board: +91-172-5032295  Ext: 102
[ashwini.m@brickworkratings.com]|
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Gourishanker Polymers
ANNEXURE I
Details of Bank Facilities rated by BWR
SI. No. | Name of the Type of Facilities Long Term | Short Term Total
Bank R Cr) R Cr) R Cr)
1 SBI Channel finance limit 20.00 - 20.00
2 Yes Bank Channel finance limit -
10.00 10.00
3 -
HDFC Cash Credit 3.00 3.00
4 Bank 7.50
LC/BG - 7.50
TOTAL 33.00 7.50 40.50

Total Rupees 40.50 Crores only.

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 SEBI registered Credit Rating Agency, accredited by RBI
and empaneled by NSIC, offers Bank Loan, NCD, Commercial Paper, MSME ratings and grading services.
NABARD has empaneled Brickwork for MFI and NGO grading. BWR is accredited by IREDA & the Ministry of
New and Renewable Energy (MNRE), Government of India. Brickwork Ratings has Canara Bank, a leading public
sector bank, as its promoter and strategic partner. 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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