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The General Manager
Department of Corporate Services
BSE Limited,
Listing Centre
25" Floor, P. J. Towers, Dalal Street,
Mumbai 400001

The Listing Department

National Stock Exchange of India Ltd.,
...... Thru' NEAPS
Exchange Plaza,
Bandra {East),
Mumbai 400051

Bandra Kuria Complex,

Sub.. Regulation 20 of SEBI

Regulations, 2015,

{Listing Obligations and Disclosure Reguirements}

Dear Sirfs),

With reference o the above subject. we wish to inform you that Acuite Ratings & Research
Limited, erstwhile SMERA Ratings Limited — the credit rating agency, has revised the long term
rating to ‘ACUITE BBB’ from ‘ACUITE BBB+' and short term rating to ‘ACUITE A3+ from
ACUITE A2 on the Rs.273.00 Cr. bank facilities of the Company.

Further, the details and Rating Report received from Acuite Ratings & Research Limited, is
enclosed herawith.

Kindly take the above on record.

Yours faithiully,
For Goa Carbon Limited

e

Fravin Satardekar
Company Secretary
i. No. ACS 24380
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Rating Downgraded

Toiel Bank Facilities Rated™ Rs.273.00 Cr.
ACUITE BBB / Outiook: Negaiive
IDowngraded from ACUITE BBB+/Negative)
ACUITE A3+
(Downgraded from ACUITE A2)

Long Term Raiing

Short Term Rating

* Refer Annexure for details

Rating Rationgle

Aculié has downgraded the long term rating fo ‘ACUITE BBB® (read as ACUIE triple B) from *ACUITE BBB+'
{read as ACUITE friple B plus) and short term rating to 'ACUITE A3+ (read as ACUITE A thre« plus) from *ACUITE
A2 {read as ACUITE A two) on the Rs.273.00 cr. bank faciifies of Goo Carbon Umited. The outlook is
‘Negative’.

GCL exhibited significant decline iniis cperating performance for the Q4 FY2019 {lanuary 2019- March 201%)
with revenves ¢f Rs.129.29 crore and operating (EBITDA) losses of 9.00 crore. The perfermance duing Q3
FY2019 was also fepid with revenues of Rs.94.27 crore and operating losses of 6.31 crore. Acuité exp-acis the
pressures on its operating performance to continue over the near ferm which are likely to impact iis ability
io meet the short term commitments. The downward revision in the rafing reflects likelhood of sundued
operating matrices and liquidity position of the company cver the near term.

Goa Carbon Umited {GCL] was incorporated in 19467 with its regisiered office at Dempo House, Comba!,
Panaji-Goa. GCL s engaged in manufacturing and marketing Calcined Petroleum Coke {CPC). GCL has
manuiaciuring facilifies located i Gog, Bilaspur and Paradeep with comiined capacity of 225,000 metric
fonnes per annum. GCL & a part of Dempe Group which has presence in lron Ore mining and exports,
Coloined Peireieurn Coke, Construction, Publishing. Ship Building, Travel and Trade.

Analylical Approach
Acuité has considered the standalone business and financial risk profiles of the GCL o ariive af this rating.

Key Rating Drivers
Sirengths

» Established presence in CPC segment

GCL has more than 5 decades of experience in the production of CPC. The company has an established
market position and is ong of the leading producers of CPC in India. The chairman of the company, Mr.
Shrinivas Dempo has an extensive experience of over three decades in the industry. Acuité believes that
GCLwil continue 1o beneil} from its esiablished presence in the CPC segment.

GCL caters 1o various reputed cusfomer: in the Aluminium Indusiry, Graphite Indusiry and Steel industry
namely Hindalco Indusiries Limited (ML), Vedanta Alurninium Lirmited {V AL} The Kerala Minerals and Metals
Limited [KMML], Steel Authority of Indic Lid {SAIL) among others. GCL also has healthy relaticns of over a
decade with the various glebdl row material suppliers such as Kuwalt Petroleum Corporation, Oxbow
Carpon & Minerals LLC, Miisubishi Corporafion Uimited among ofhers.

Acuile beligves ihal, the established position in the industry and healthy relations with both customers as
welt a5 suppliers will help the company to maintain stable business profile in the medium term.

Weaaoknesses

s Significant moderation in profitability margins and coverage indicators
GCL has been ceontinuously facing profitability pressures since Q2 Fr2019 (June 2018- September 2018)
mainly on account of ban on the import of Pet Coke which: is the major row material for manufacturing
CpC and lower price differential between selling price and input cost indicaling the challenges faced oy




the company "n managing s operaling performance,

GClL reported net foss of Rs.1.26 crore for Q2, Rs.4.91 crore for @3 and Rs.8.79 crore for Q4 of FYZ019. The
average uiilization levels of all the plants for FY2019 came down to 70 percent from 91 percent for FY2018.
The lower utilization level was mainly on account of unavdilability of the raw material due fo ban imposed
by the government on import of pet coke. The ban was subsequently Efted by the government and the
companies have been allotied fixed quola per guarter for importing pet coke. The continuous operating
pressures for three consecutive quarters has resulted in deterioration of the operating margins which stood
at 0.21 percent for FY2019 os against 16.25 percent for FY2018. The excess capacity of CPC in China is
further adding fo pressure on margins «f the domestic players like GCL. The deciined profitability has
resulted in significant moderation in the coverage indicaiors marked by interest coverage ratio of 0.24
times for FY2019 as against 11.58 times for FY2018. h

GCL imporis ~95 percent of the raw material and sells mainly in the domestic market inereby rendering i
1o risks associated with exchange rate fluctuation. Besides forex fisk, the revenues are expased to

cychicality in Aluminium Industry as aimost 85 percent of the revenues are derived from the Aluminium
Industry,

Acuité believes the ability of the company to achieve optimum capacity utilization while maintaining
nhealthy operating margins will be key rating sensitivities.

= Working capital intensive operations

GCL's operafions are working capital infensive marked by high Gross Current Asset (GCAJ of 233 days in
FY2019 compared to 196 days in FY2018. The GCA days ure mainly driven by high inventory of 132 days in
FY2019 compared o 71 days in FY2018. GCL has 1o import the raw material in advance as per the quoia
ciictied by Director General of Foreign Trade (BDGFT) for the quorter which resuits in higher inventory. The
receivabies also elongated to 49 days for FY2019 from 35 days for FY2018 mainly on account of delayed
reglizalion from its major cusiomer i.e. Hindalco. GCL has Lefter of Credit {LC) which are due forretirement
in next 2-3 months. Acuité believes that the ability of the company to manage its liquidity so as to ensuring,
fimely refirement of LC will be crifical,

s Exposure to customer conceniration risk

GCL foces high customer conceniration risk. Hs major customers, Hindalco Industries Limited and Bharat
Aluminium Company Limited account for around 80 percent of the fofal revenues.

¢ Regulatory risks

The ogerations of the company dre exposed o regulatory risks. Any changes in the regulatory framework
such as dulies/quotas on the import of raw maiterial, pollution norms will have a significant impact on the
operating performance of the company.,

Liguidity position -

GCL s expecied to face the liquidity pressure over the near term on account of significant short term
commitments in the form of LCs falling due over the next 2-3 months. The cash flow from operaiions is
expected o be subdued over the next 1-2 quarters. The company may require additional exiernal funding
support to fide over any possible mismatch between cash flow from operation and debt commitments.

Sullook: Negalive

Aculié belisves that the GCL's credit profile will be under pressure on account of significant moderation in its
opergling performance over the near to medium term. The rating may be downgraded in case of continued
moderation in its profifability margins impairing s kquidity and debt protection indicators. Conversely, the
oullook may be revised to Stable’ i the company is able to demcnstrate significant and sustainable
Improvement i its revenues and profifability margins while managing its working capital cycle effectively.

About the Roted Eniity - Key Financials

i FY19 (Actual) | EYAB [Actudl): 1. Y17 [Aciudl) -
Operating Income Rs.Cr. 4 441.96 577.38| . 292.97
ER[TDA Rs. Cr. 095 93.83 20.63
PAT ks. Cr. {7.51} 53.85 9.50
EBITDA Margin (%) 0.21 16.25 7.04
PAT Margin {%) {1.63) 9.32 3.24
RCCE (%} 0.34 3447 930




Tirmigs .60 1.56 1.98
Times 0.24 11.58 3.06
Tiies 015 1.95 606
Ciross Currant Asseds (Days) Daoys 233 196 257

Sicius of non-cooperation with previcus CRA (i applicabie)
None

Any other informatfion
None

Applicable Criteria
= Defaull Recoynition -hitps://www . gculte.in/view-raling-criferig-17.htm

» Manufacturing Eniities - hitps:/fwww . acuite.infview-raling-criteric-4.him
« Financial Ratios And Adjusiments - hitps://www.gcuite in/vMew-rating-criferia-20.him

Note on complexity levels of the rated instrument
hitps:/fwww.acuiie.in/criterdg-compiexiiv-lgvels.him

Rating History (Uploe last three vedrs)

Date que;ﬂf:i':isfiire\}sment/ Term ?;: -og?)f Ralings/Outlook
ACUCTE BBB+/Negative
Cash credit Long term 8.00 {Rer“sed from AZUITE
_ BRB+/Stabie)
; — -
| 05-Oct-18 Cash credit# Long term 40.00 ACUIT%&E%';S;QGWE
Letier of crediti# Short Term 135.00 ACUITE A2 [Regffirmed)
Letter of credit Short Term 50.00 ACUITE A2 (Reaffrmed)
Bank guaraniee Short Term 15.00 ACUITE A2 [Reaffrmed] |
Bank guaraniee Short Term 5.00 ACUITE A2 (Regffirmed)
Cash Credit Long ferm 8.00 ACUI{EEZ&Q ;‘C‘D’e
Letter of Credit Short Term 135.00 ACUITE A2 [Assigned)
29-Dec-17 Leiter of Credii Shert Term 50.00 ACUITE A2 (Assigned)
Bank Guaranieg Short Term 5.00 ACUITE A2 {Assigned]
Bank Guaraniee Short Term 15.00 ACUITE A2 {Assigned;]
Proposed Bank Facility Short Term 40.00 ACUITE A2 {Assigned)

#Fully interchangeable with Lefter of Credif Facility
#4 Contains sublimit of Cash Credit io the extenr of Rs.13.50 crore




*Annaxure — Details of instruments rated

. Date of Coupon Maturity Size of the Issue .
Name of the Facilities lssuance Rate Date (Rs. Crore) Ratings/Qutlock
ACUITE BBB /Stable
. Not Not Not "
‘o e T
Cash credit Applicable  |Applicable  |Applicable 8.00 {DowggrBic/igceﬁgﬂ;?Ce?CUl.h
ACUITE BBB /3iable
_ - Not Not Not
Cash credit# spplicable  Applicable  |[Applicable . 60.00 (Dowggéiﬁsgézfxe?CUlTE
L s Not Not Not ACUITE A3+ {Downgraded
‘etiar of fu N ) ;
Lether of credit## spplicable  |Applicable  Applicable 135.00 from ACUITE A2)
oo . Nof Not Not ACUITE A3+ {Downgraded
Letier oF credit spplicable  Applicable  |Applicable 5000 from ACUITE A2)
N Not Not Not ACUIME A3+ (Downgraded
Bank guarantee Applicable  Applicable  Applicable 15.00 from ACUITE AZ)
Bank guarante Not Not Noi 5.00 ACUITE A3+ (Downgraded
ank guaraniee Appicable Applicable [Applicable - from ACUITE A2)

#Fully inferchangeable with Letter of Credit Facility
#4# Contains sublimit of Cash Credit fo the extent of Rs.13.50 crore




