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Ratings
Facilities/Instruments Amount (X crore) Rating Action
CARE B+; Stable; ISSUER NOT Rating moved to ISSUER
- COOPERATING*
Long Term Bank Facilities 7.20 (Single B Plus; Outlook: Stable ISSUER NOT iggPl(E)Fr{ATING
NOT COOPERATING*) gory
CARE B+; Stable / CARE A4; ISSUER .
Long Term / Short Term Bank 40 NOT COOPERATING* Ralfl'g% ”gg‘gSEg’AITSISN%ER
Facilities ) (Single B Plus; Outlook: Stable/ A Four cateqor
ISSUER NOT COOPERATING*) gory
9.60
Total Bank Facilities (X Nine Crore and
Sixty Lakhs Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

Harihar Industries (HRI) has not paid the surveillance fees for the rating exercise agreed to in its Rating Agreement. In line with
the extant SEBI guidelines, CARE Ratings Ltd.’s rating on HRI's bank facilities will now be denoted as CARE B+; Stable;
Issuer Not Co-operating/CARE A4; Issuer Not Co-operating*.

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise
caution while using the above rating(s).

The ratings take into consideration leveraged capital structure and weak debt coverage indicators during FY22 (Audited,
refers to period April 01 to March 31). Furthermore, ratings are also constrained on account of moderate scale of
operations with thin profitability, partnership nature of constitution, its presence in a highly competitive and fragmented
cotton industry and susceptibility of its profit margins to cotton price fluctuation along with seasonality associated with
the cotton industry.

The ratings, however, derive strength from vast experience of partners and its proximity to cotton growing area of
Gujarat.

Detailed description of the key rating drivers

Key Rating weaknesses

Leveraged capital structure and weak debt coverage indicators

Capital structure remained leveraged marked by overall gearing of 3.23x as on March 31, 2022 as against 4.13x as on March
31, 2021. Improvement was mainly on account of reduction in total debt level as on balance sheet date. Debt coverage
indicators also improved but continued to remain weak marked by TDGCA at 15.88 times for FY22 as against 19.53 times for
FY21 on account of decrease in total debt level as on balance sheet date. However, interest coverage ratio remained stable at
1.57 times for FY22 as against 1.65 times for FY21.

Moderate scale of operations with thin profitability

During FY22, Total operating Income (TOI) has declined by 56% y-0-y at Rs. 31.84 crore as against Rs.72.09 crore during FY21
mainly on account of lower demand from end customers.

However, Profit margins improved but continued to remain thin on account of low value addition nature of business. PBILDT
margin improved and stood at 2.34% in FY22 as against 0.93% in FY21, mainly on account of decrease in raw material costs
incurred during the year. PAT margin remained thin at 0.28% in FY22 as against 0.08% in FY21. GCA remained low at Rs.0.27
crore for FY22 as compared to 0.37 crore in FY21.

Partnership nature of constitution

HRI being a partnership firm is exposed to inherent risk of the withdrawal of partners’ capital and also limits the firm'’s ability to
raise capital. Further during FY22, partners have withdrawn capital amounting to Rs.0.53 crore.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Susceptibility of profit margins to cotton price fluctuation along with seasonality associated with the cotton
industry

HRI's profitability is exposed to fluctuation in price of its key raw material, cotton. Cotton being an agricultural commodity, its
price is volatile in nature and depends upon factors like area under production, yield, and vagaries of monsoon, demand supply
scenario and minimum support price decided by the government. Further, agro based industries have seasonality associated
with them depending on availability of raw material during a particular harvesting period.

Presence in highly fragmented and competitive cotton industry

HRI operates in an industry characterized by high fragmentation and intense competition on account of presence of a large
number of small and medium-scale units due to minimal technological and financial investment requirement. Furthermore, due
to limited value addition, players present in this segment operate at a very low bargaining power against its customers as well
as suppliers.

Key Rating Strengths

Experienced partners

HRI was constituted as a partnership firm in 2014. Currently, the firm is managed by Mr. Pushkar Patel, Ms. Dharmishtha Patel,
Mr. Pradip Patel, Mr. Avibhram Patel and Mr. Vinod Patel. Mr. Vinod Patel has an experience of more than two decades in the
cotton ginning industry while other partners have experience of more than five years in this industry. Collectively, all partners
look after the overall operations of firm and take strategic decisions.

Proximity to cotton growing area

The manufacturing facility of HRI is located in Mehsana region of Gujarat. HRI's presence in the cotton producing region results
in benefit derived from a lower logistic expenditure (both on transportation and storage), easy availability and procurement of
raw materials at competitive prices and consistent demand for finished goods resulting in sustainable revenue visibility.

Analytical approach: Standalone

Applicable Criteria

Policy in respect of Non-cooperation
Policy on default recognition

Financial Ratios — Non financial Sector

Liquidity Analysis of Non-financial sector entities

Rating Outlook and Credit Watch
Short Term Instruments
Cotton Textile

Manufacturing Companies

About the firm

HRI was promoted in 2014 as a partnership firm; currently it has been owned and managed by Mr. Pushkar Patel, Ms.
Dharmishtha Patel, Mr. Pradip Patel, Mr. Avibhram Patel, Mr. Vinod Patel. HRI is engaged in ginning and pressing of raw cotton.
The firm’s -installed capacity of Cotton bales stood at 325 MT (Metric tonnes) and of Cotton seedcake at 211 MT per day as on
March 31, 2021. HRI is operating from its sole manufacturing unit located at Kadi (Gujarat). The firm caters to the demands of
textile and spinning mills mainly in Gujarat and Maharashtra.

Brief Financials (X crore) March 31, 2021 (A) March 31, 2022 (A) H1FY23 (Prov.)
Total operating income 72.09 31.84

PBILDT 0.67 0.75

PAT 0.06 0.09 NA
Overall gearing (times) 4.13 3.23

Interest coverage (times) 1.65 1.57

*A: Audited; Prov.: Provisional, NA: Not available

Status of non-cooperation with previous CRA: CRISIL has put ratings assigned to the bank facilities of HRI in to
‘Non-Cooperation’ vide press release dated April 25, 2022 on account of non-cooperation by HRI with CRISIL's
efforts to undertake a review of the ratings outstanding.

ACUITE has put ratings assigned to the bank facilities of HRI in to ‘Non-Cooperation’ vide press release dated
December 03, 2021 on account of non-cooperation by HRI with ACUITE's efforts to undertake a review of the
ratings outstanding.

Any other information: None

Rating History for last three years: Please refer Annexure-2
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Annexure-1: Details of Instruments / Facilities
Date of

Name of the Issuance S B Mz Rating Assigned along
Instrument Lites DEURICDE | EIE B2 with Rating Outlook
MM-YYYY) (X crore)

Fund-based - LT- . - - 7.00 CARE B+; Stable; ISSUER
Cash Credit ) NOT COOPERATING*
Fund-based - LT- CARE B+; Stable; ISSUER
Term Loan i i 30/09/2020 0.20 NOT COOPERATING*
Fund-based/Non- ) ) ) 2.40 CARE B+; Stable / CARE A4;
fund-based-LT/ST ' ISSUER NOT COOPERATING*

Annexure-2: Rating History of last three years

Current Ratings Rating History
Name of the Date(s) DEV )] Date(s) DEV )]
and and and and
Instrum_e_n_t L Amoun!: Rating(s) Rating(s) Rating(s) Rating(s)
Facilities Type | Outstanding
(X crore) assigned | assigned assigned  assigned
in 2022- in 2021- in 2020- in 2019-
2023 2022 2021 2020
CARE B+; 1)CARE 1)CARE 1)CARE
1 Fund-based - LT- LT 0.20 Stable; ISSUER } B+; Stable | BB-; Stable | BB-; Stable
Term Loan ) NOT (08-Sep- (12-Jun- (15-May-
COOPERATING* 21) 20) 19)
CARE B+; 1)CARE 1)CARE 1)CARE
2 Fund-based - LT- LT .00 Stable; ISSUER } B+; Stable | BB-; Stable | BB-; Stable
Cash Credit ) NOT (08-Sep- (12-Jun- (15-May-
COOPERATING* 21) 20) 19)
) 1)CARE 1)CARE 1)CARE
Fund-based/Non- /C‘éiingtab'e B+; Stable | BB-; Stable | BB-; Stable
3 LT/ST* 2.40 ! - / CARE A4 | / CARE A4 | / CARE A4
fund-based-LT/ST ISSUER NOT 08-S
COOPERATING* (08-Sep- | (12-Jun- | (15-May-
21) 20) 19)

Annexure 3: Covenants of rated instrument/facility: Not Applicable

Annexure 4: Complexity level of various instruments rated for this firm

Name of Instrument Complexity Level
1 Fund-based - LT-Cash Credit Simple
2 Fund-based - LT-Term Loan Simple
3 Fund-based/Non-fund-based-LT/ST Simple
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Annexure 5: Bank Lender Details for this Company

To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instrument: CARE Ratings Limited has classified instruments rated by it on the
basis of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.

Contact us
Media Contact
Name: Mradul Mishra
Contact no.: +91-22-6754 3573
Email ID: mradul.mishra@careedge.in

Analyst Contact

Name: Sajni Shah

Contact no.: +91-79-40265636
Email ID: Sajni.Shah@careedge.in

Relationship Contact

Name: Deepak Purshottambhai Prajapati
Contact no.: +91-79-4026 5656

Email ID: deepak.prajapati@careedge.in

About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide
array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by
knowledge and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including
CPs, corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited 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. These ratings do not convey suitability or
price for the investor. The agency does not constitute an audit on the rated entity. CARE Ratings Limited has based its ratings/outlooks based on information
obtained from reliable and credible sources. CARE Ratings Limited does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by
CARE Ratings Limited have paid a credit rating fee, based on the amount and type of bank facilities/instruments. CARE Ratings Limited or its subsidiaries/associates
may also be involved with other commercial transactions with the entity. In case of partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings
Limited is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The rating/outlook may undergo a
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 Ratings Limited is not responsible for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’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.
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