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Facilities/Instruments Amount (X crore) Rating! Rating Action

Issuer rating Issuer Rating 0.00 CARE BB+; Stable Assigned
Details of facilities in Annexure -1

Rationale and key rating drivers

The rating assigned to Rishi Laser Limited (RLL) is constrained on account of its moderate scale of operations as well as profitability
in FY24 (FY refers to April 01 to March 31), modest net worth base albeit comfortable capital structure owing to low reliance on
debt and stretched liquidity. The ratings also factor in RLL's presence in a competitive and cyclical metal fabrication industry with
susceptibility of profitability to volatile raw material price and stabilization risk associated with on-going debt-funded capex.

The rating, however, derives strength from vast experience of RLL's promoters in the metal component industry, established
presence of more than three decades, and its reputed albeit moderately concentrated clientele base.

Rating sensitivities: Factors likely to lead to rating actions

Positive Factors

e Volume backed growth in total operating income (TOI) to more than Rs.200 crore while maintaining healthy PBILDT margin
above 8% on sustained basis

e Improvement in TOL/TNW along with significant increase in net worth base

Negative Factors

e Decline in TOI to less than Rs.100 crore resulting in PAT loss

e Deterioration in capital structure with overall gearing above 1.00 time on sustained basis

Analytical approach: Standalone

Outlook: Stable

A 'Stable’ outlook reflects CARE Ratings Limited’s (CARE Ratings) expectation that the entity is likely to sustain its operating
performance considering the benefits derived from established presence of the company in the industry along with reputed
clientele base.

Detailed description of the key rating drivers

Key weaknesses

Moderate scale of operations and profitability

RLL’s scale of operations and profitability has historically remained volatile. TOI remained moderate at Rs.140 crore in FY24 as
against Rs.134 crore in FY23 exhibiting marginal 5% y-0-y growth with increase in demand from customers. PBILDT margin of
the company increased by 214 bps y-0-y owing to decrease in material cost and remained moderate at 8.45% in FY24 [PY:
6.31%]. In line with improved PBILDT margin along with lower interest cost, PAT margin of the company increased by 257 bps
y-0-y t0 6.23% in FY24 [PY: 3.66%]. In Q1FY25, RLL continued to report moderate TOI of Rs.37 crore [PY: Rs.35 crore] along
with PBILDT margin of 8.01%.

Modest net worth base though capital structure and debt coverage indicators remained comfortable owing to low
reliance on debt

RLL’s overall gearing was comfortable owing to lower reliance on debt at 0.50x as on March 31, 2024 which improved marginally
from 0.62x as on March 31, 2023 on account of increase in tangible net worth with accretion of FY24 profits into reserves, though
it continued to remain modest at Rs.24 crore as on March 31, 2024 [PY: 15 crore]. However, TOL/TNW of the company remained
moderate owing to relatively high creditors outstanding as on March 31, 2024, though it improved in tandem with overall gearing
from 2.59x as on March 31, 2023 to 1.77x March 31, 2024. Debt coverage indicators of the company remained comfortable as
marked by interest coverage ratio of 5.15x [PY: 2.69x] and total debt to GCA of 1.15x [PY: 1.25x] in FY24.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications.

1 CARE Ratings Ltd.


http://www.careedge.in/

Press Release care

RATINGS

Stabilization risk associated with on-going debt-funded capex

The company has 70,000 square feet of rented covered space available at Malur, Karnataka. The company is planning to
operationalize the said plant by installing new machines worth Rs.10 crore in FY25 which is envisaged to be funded through term
loan of Rs.3 crore [sanction pending] and balance through internal accruals. As total project cost remained high at 41% of tangible
net worth base of the company as on March 31, 2024, project risk persists. The said capex is envisaged to be completed by FY25
end and commercial production is expected by Q1FY26. Considering expansion nature of project and experienced promoters in
metal fabrication industry, project implementation risk seems to be low, however, project stabilization risk persists.

Presence in the competitive and cyclical metal fabrication industry with susceptibility of profitability to volatile
raw material price

The Indian metal fabrication industry is characterized as fragmented in nature with few large players and many small and mid-
sized companies due to the varied applications of the products. Metal fabrication industry is also cyclical in nature as demand
from some of the end user industries (earthmoving machinery, automotive, general Engineering, textile, railways, power plant
equipment, telecommunications and instrumentation among others) is directly correlated to the economic growth.

Further, raw materials constitute ~55-60% of cost of sales for the company and the primary raw materials used by RLL are steel
and other metals whose prices are volatile in nature, hence, any adverse movement in the raw material prices may affect operating
profitability of the company.

Key strengths

Experienced promoter and established track record of operations

Incorporated in 1992, RLL has established operational track record of more than three decades in metal products industry. It is
engaged in fabrication of sheet metal components and machine parts and serves customers from diversified end user industries
Mr. Harshad Patel is Managing Director of the company, holding extensive experience of more than three and a half decades in
metal products industry and associated with the company since its inception. He looks after strategic decision making of the
company and he is assisted by a team of qualified senior management who assist in day-to-day operations of the company.

Reputed albeit moderately concentrated clientele base

RLL’s customer portfolio includes reputed clients having stringent vendor induction process in place across diversified industries
and the company is having long standing relationship with them and gets regular orders. However, customer concentration
remained moderate marked by top 10 customers contributed ~75% of its TOI in FY24 [PY: ~79%].

Liquidity: Stretched

RLL’s liquidity position remained stretched with recently sanctioned working capital limit of Rs.1 crore and extended credit period
availed from suppliers for its working capital management. RLL had outstanding debt from Assets Care and Reconstruction
company (ACRE) which was repaid in FY24 pertaining to default in previous years due to heavy losses attributed to slowdown in
high dependence earthmoving segment and completion of debt-funded large capex.

RLL reported cash accruals of Rs.10 crore in FY24 as against low scheduled debt repayment obligation of Rs.4 crore in FY25. Also,
RLL had liquid funds of Rs.5 crore as on March 31, 2024, while the company reported moderate cash flow from operations (CFO)
of Rs.10 crore in FY24.

Average utilization of working capital borrowings was low at ~25% during last three months ended June 2024. Operating cycle
of the company remained at negative 1 day [PY: negative 6 days] owing to high creditor days.

Assumptions/Covenants: Not applicable
Environment, social, and governance (ESG) risks: Not applicable

Applicable criteria:

Definition of Default
Liquidity Analysis of Non-financial sector entities

Rating Outlook and Rating Watch
Manufacturing Companies

Issuer Rating
Financial Ratios — Non financial Sector
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https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_May%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
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About the company and industry
Industry classification

Macro-economic indicator  Sector Industry
Industrials Capital Goods Industrial Products

' Basic industry
Iron & Steel Products

Incorporated in 1992 by Mr. Harshad Patel and family, Rishi Laser Limited (RLL) is listed on Bombay stock exchange (BSE) and is
engaged in fabrication of sheet metal components and machine parts with six manufacturing units located across five states of
Inda. It caters to a wide range of industries such as railways, earthmoving equipment, automotive, power plant equipment,
telecommunication & instrumentation, textile, general engineering among others.

Brief Financials (X crore)

FY23 (A)

FY24 (Pb)

Q1FY25 (UA)

Total operating income 134.08 140.11 37.09
PBILDT 8.46 11.84 2.97
PAT 4.91 8.72 1.63
Overall gearing (times) 0.62 0.50 NA

Interest coverage (times) 2.69 5.15 4.71

A: Audited; Pb: Published results along with schedules; UA: Unaudited; NA: Not available. Note: ‘the above results are latest financial results
available’

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not applicable

Rating history for last three years: Please refer Annexure-2

Covenants of rated facility: Detailed explanation of covenants of the rated facilities is given in Annexure-3
Complexity level of various instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Name of the Date of connon Maturity Size of the | Rating Assigned

Issuance (DD-
MM-YYYY)

Date (DD- Issue along with

Instrument MM-YYYY) (X crore) | Rating Outlook

Rate (%)

Issuer Rating-

Issuer Ratings ) i i i 0.00

CARE BB+; Stable

Annexure-2: Rating history for last three years
Current Ratings

Rating History
Date(s) Date(s) Date(s) Date(s)
Name of the and and and and

Sr. No. Insi_:r_u_ment/ Bank Type (A)Tt(;::: ding | Rating Rat_ing(s) Rat_ing(s) Rat_ing(s) Rat_ing(s)
Facilities (X crore) assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2025 2024 2023 2022
i CARE
S bl A I Y
Stable

LT: Long term
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Annexure-3: Detailed explanation of the covenants of the rated instruments/facilities: Not applicable

Annexure-4: Complexity level of the various instruments rated: Not applicable

Sr. No. | Name of the Instrument Complexity Level

1 Issuer Rating-Issuer Ratings Simple

Annexure-5: Lender details
| To view the lender wise details of bank facilities please click here

Note on the complexity levels of the rated instruments: CARE Ratings 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.
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Contact us

Media Contact Analytical Contacts
Name: Mradul Mishra Name: Kalpesh Patel
Director Director
CARE Ratings Limited CARE Ratings Limited
Phone: +91-22-6754 3596 Phone: +91-79-4026 5611
E-mail: mradul.mishra@careedge.in E-mail: Kalpesh.patel@careedge.in
Relationship Contact Name: Anuja Parikh

Associate Director
Ankur Sachdeva CARE Ratings Limited
Senior Director Phone: +91-79-4026 5616
CARE Ratings Limited E-mail: anuja.parikh@careedge.in
Phone: +91-22-6754 3444
E-mail: Ankur.sachdeva@careedge.in .

Name: Harsh Desai

Assistant Director

CARE Ratings Limited

E-mail: harsh.desai@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings 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 has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings 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 have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings 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 is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information, please visit www.careedge.in
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