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Modern Glass Industries
Instrument* Rated Amount Rating Action

(in crore)

Fund Based Limits 31.61 [ICRA]BB- (Stable), reaffirmed
Non Fund based Limits 3.00 [ICRA]A4, reaffirmed
Unallocated Limits 0.39 [ICRA]BB- (Stable) / [ICRA]JA4, reaffirmed
Total 35.00

*Instrument details are provided in Annexure-1

Rating action

ICRA has reaffirmed its long-term rating of [ICRA]BB- (pronounced ICRA double B minus) on the Rs.
31.61-crore fund-based facilities and the short-term rating of [ICRA]A4 (pronounced ICRA A four) on
the Rs 3-crore non-fund based facilities of Modern Glass Industries (MGI). ICRA has also reaffirmed its
rating of [ICRA]BB-/A4 on the Rs 0.39 crore unallocated limits of MGI. The outlook on the long-term
rating is ‘Stable’.

Rationale

ICRA’s rating reaffirmation takes into account the improved scale of operations as MGI ramped up its
new manufacturing facility. ICRA’s ratings also consider the firm’s healthy operating margins on account
of good product mix and improvement in working capital intensity. The ratings continue to factor in the
long track record of the promoters, of over three decades, in the glass industry by virtue of their
association with the group companies engaged in a similar line of business.

However, the ratings are constrained by MGI’s adverse capital structure and weak coverage indicators on
account of the debt-funded capital expenditure incurred in FY2015 for setting up a new unit. The ratings
further take into account the long working capital cycle, which in the backdrop of expansion in scale has
resulted in high limit utilisation. The ratings also factor in the partnership constitution of the firm, which
exposes it to risks related to withdrawal of capital, risk of dissolution etc.

Key rating drivers
Credit strengths

e Vast experience of the promoters in the glass manufacturing industry; presence in Firozabad glass
industry which is established

e Healthy revenue growth in FY2016 backed up by timely ramp up of operations from new
manufacturing facility

o Healthy operating margins; however, eroded by high interest outgo

Credit weaknesses
e Adverse capital structure and moderate coverage indicators

o High limit utilisation given the strong growth in last two years
o Risk associated with partnership concerns such as withdrawal of capital and dissolution of firm
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Description of key rating drivers:

The firm started operating a new manufacturing facility from January 2015 onwards. Consequently, its
operating income increased from Rs 19.42 crore in FY2015 to Rs 49.12 crore in FY2016. The firm’s
operating profit margins also improved from 17.4% in FY2015 to 18.6% in FY2016 because of better
product mix (glass bulb shells and glass tubes as compared to only glass bangles and glass wares earlier).
However, higher interest and depreciation outgo has resulted in weaker net margins. The net working
capital requirement of the firm improved in FY2016, with the NWC/OI ratio of 28%, owing to decrease
in debtor and inventory days. However, the working capital limit utilisation has remained high, given the
substantial growth in the last two years. The gearing level of the firm remains high, although it improved
from 5.75 times as on Mar 31, 2016.

Going forward, the firm’s ability to sustain its revenue growth profitably and improve its liquidity
position will remain the key rating sensitivity.

Analytical approach: While assigning the ratings, ICRA has taken a standalone view from the
operational and financial profile of MGl.

Links to applicable criteria
http://www.icra.in/Files/Articles/Rating%20Meth%20Mar%202017.pdf

About the company:

MGl is a Firozabad (Uttar Pradesh) based firm, incorporated in 1984. MGI’s partners are Mr. Balkrishnan
Gupta, Mrs Urmila Bansal, Mrs Neeta Gupta and Mrs Sushma Gupta. The other group companies include
Adarsh Kanch Udyog Pvt Ltd, Om Glass Works Pvt Ltd and Advance Lamp Components and Table
Wares Pvt Ltd. The firm produces glass bulb shells and glass tubes, which are used in the electrical
industry. The firm shifted to a new unit in December 2014, located at UPSIDC (Uttar Pradesh state
Industrial Corporation), Jalesar Road, Firozabad. The installed production capacity of the new unit is 70
metric tonnes (MT) per day of glass.

MGI recorded a net profit of Rs. 0.36 crore on an operating income of Rs. 49.12 crore for the year ending
March 31, 2016. Also, as per provisional numbers for 11 months FY2017, MGI recorded an operating
income of Rs 44.00 crore.

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable
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Rating History for last three years:

Table:
S.No | Name  of | Current Rating Chronology of
Instrument Rating History
for the past 3
years
Type Rated Month-year & Month- year & Month- year &
amount Rating Rating in Rating in FY2014
(Rs. FY2015
Crores)
April 2017 October 2015 NA
1 Fund based | Long Term | 31.61 [ICRA]BB-(Stable) [ICRA]BB- NA
(Stable)
2. Non fund | Shortterm | 3.00 [ICRA]A4 [ICRAJA4 NA
based
3. Unallocated | Long term/ | 0.39 [ICRA]BB- [ICRA]BB- NA
Limits Short term (Stable)/A4 (Stable)/Ad

Complexity level of the rated instrument:
ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly
Complex". The classification of instruments according to their complexity levels is available on the
website www.icra.in



http://www.icra.in/

ICRA

Annexure-1

Details of Instrument

Name of the | Date of | Coupon rate Maturity Size of Current Rating and
instrument issuance Date the issue Outlook
(Rs. Cr)

Cash Credit - - - 10.00 [lCRA]BB - (Stable)
Term Loan 2014 2021 21.61 [ICRA]BB - (Stable)
Letter of credit 3.00 [ICRA]A4
Unallocated 0.39 [ICRA]BB - (Stable)
Limits [[ICRAJA4
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Contact Details

Analyst Contacts
Sabyasachi Majumdar Sheetal Sharad
+0124-4545 304 +0124-4545 374
sabyasachi@icraindia.com sheetal.sharad@icraindia.com
Manish Ballabh Vipul Jain
+0124-4545 812 +0124- 4545 832
manish.ballabh@icraindia.com vipul.jain@icraindia.com

Relationship Contact
Jayanta Chatterjee
+91 80 4332 6401
jayantac@icraindia.com

About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and
financial services companies as an independent and professional investment Information and Credit
Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a
Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock
Exchange. The international Credit Rating Agency Moody’s Investors Service is ICRA’s largest
shareholder.

For more information, visit www.icra.in
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ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to
a process of surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current
opinion on the relative capability of the issuer concerned to timely service debts and obligations, with reference to the instrument
rated. Please visit our website www.icra.in or contact any ICRA office for the latest information on ICRA ratings outstanding.
All information contained herein has been obtained by ICRA from sources believed by it to be accurate and reliable, including
the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information provided by it. While
reasonable care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any
warranty of any kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the accuracy,
timeliness or completeness of any such information. Also, ICRA or any of its group companies may have provided services other
than rating to the issuer rated. All information contained herein must be construed solely as statements of opinion, and ICRA
shall not be liable for any losses incurred by users from any use of this publication or its contents.
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