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Facilities/Instruments Amount (X crore) Rating Action

Long-term bank facilities 140.00 CARE BBB-; Stable Reaffirmed

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

Reaffirmation of the rating assigned to bank facilities of Gill and Company Private Limited (GCPL) factors in improvement in total
operating income (TOI) in FY24 (FY refers to April 01 to March 31), improvement in profitability margins, promoters’ extensive
experience in the cotton trading industry, strong relationships with customers and suppliers and broad geographic presence, and
prudent risk mitigation policies, and improved liquidity position as on August 31, 2024. However, rating strengths are tempered
by a shift in their financial risk profile marked by an increase in overall debt levels and gearing. The rating remains constrained
by operating margins susceptible to cotton price fluctuations, highly competitive cotton trading sector, the working capital
intensive operations, and dependence on a single product.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors

e Scaling up operations over X800 crore and improving profit before interest, lease rentals, depreciation and tax (PBILDT)
margin on a sustained basis.

e  Overall gearing below unity on a sustained basis.

e  Operating cycle less than 60 days on a sustained basis.

Negative factors

e Reporting total operating income (TOI) below X500 crore and PBILDT margin below 1.00% on a sustained basis.
e Deteriorating current ratio below 1.20x on a sustained basis.
e Deteriorating operating cycle to over 90 days on a sustained basis.

Analytical approach: Standalone

Outlook: Stable
The ‘stable’ outlook reflects that the company is expected to sustain its operational performance and derive benefits from

promoters’ experience in the cotton industry in the medium term.

Detailed description of key rating drivers:

Key strengths
Experience promoters and established track record
GCPL has been involved in the cotton trading industry for over 130 years and is promoted and managed by the Shah family. GCPL

is led by Jayant Shah (Managing Director), Mohit Shah (Director), and Rishabh Shah (Director). Established in 1886 as a
partnership firm, the company evolved as one of India’s oldest and reputable cotton trading merchants. GCPL has built a strong
reputation and a proven track record of success. Its long-standing presence in the cotton trading industry has made it a preferred
vendor for domestic textile mills and international buyers. The company has an established network of cotton suppliers in the
country’s prime cotton growing regions .

Diversified supplier base
In FY24, ~37% (PY: 46%) of total purchases were sourced from top 10 suppliers. The diversified supplier base is also evident

from no single supplier constituting over 10% of the cotton supply in FY24. Thus, the diversified supplier base ensures reducing
risk associated with depending on a single supplier.

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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Risk management measures to mitigate commodity price risk and forex risk
The company primarily exports cotton and is susceptible to regulatory restrictions on cotton exports influenced by domestic

demand-supply dynamics. GCPL purchases cotton largely on a back-to-back basis and hedges commodity risk in case of inventory
buildup. GCPL books forward contracts when an order is placed, mitigating forex risk. It avails Packing Credit in Foreign Currency
(PCFC) limits in US Dollars from banks against export orders. These limits give benefit of natural hedge against payments received
in US Dollars from customers. To mitigate counterparty risk, GCPL's export sales are largely backed by irrevocable letters of credit
(LC), based on cash-against-documents, or require a 10% advance payment with remaining 90% against shipping documents,
and 100% advance payment in some case.

Improvement in revenue and profitability margins in FY24
In FY24, GCPL recorded TOI of ¥427.65 crore compared to 109.63 crore in FY23, driven by a recovery in global demand and

the international economy. Due to sustained demand in recent months (5MFY24), the company registered sales of ¥165.72 crore.
During 5MFY25, it has also started import of cotton and sell domestically on a smaller scale which accounts for X18.46 crore in
revenue. Operating in the trading industry exposes participants to volatility in margins and overall financial performance. GCPL’s
cost of traded goods accounted for significant part of its total cost of sales in FY24. There was an improvement of 152 bps in
PBILDT margins reaching 1.26% in FY24 compared to loss of 0.26% in FY23. This improvement is attributed to the skill involved
in selecting trades, greater share of export revenue, and dealing in differentiated and specialised variety of cotton such as organic
and sustainable cotton. Profit after tax (PAT) margins remained largely stable in FY24 at 0.63% compared to 0.73% in FY23.

Key weaknesses
Customer concentration and geographical concentration risk despite long-standing association with customers
In FY24, GCPL earned majority revenues from export mainly to Vietnam, Bangladesh, China, and Thailand. This concentration of

export revenue exposes the company to geographical concentration risk. In FY24, the company earned ~60% of its TOI from top
three customers. However, comfort is drawn from its long-term relationships with these customers, which helps the company to
secure repeat orders.

Moderation in capital structure and financial risk profile
The company mainly depends on bank borrowings for meeting working capital demands. The company makes use of its working

capital facilities in line with scale of operations. As on March 31, 2024, there is an increase in total debt compared to March 31,
2024, to X¥101.94 crore against ¥1.32 crore, largely pertaining to working capital facilities, in line with increased scale of operation
and utilisation of bank facilities in comparison to previous year. Increase in debt has impacted GCPL's overall gearing level to
1.86x as at the end of FY24 compared to 0.03x as at the end of FY23.

Working capital intensive operations
Operating cycle largely remained stable in FY24 at 61 days compared to 64 days in FY23. Average receivables collection period

elongated to 44 days as on March 31, 2024, compared to 34 days as on March 31, 2023, considering higher receivables position.
As a result of increased receivables and higher inventory holding, GCPL reported negative cash flow from operations (CFO) of
%121.68 crore as on March 31, 2024.

Operating in a highly competitive agro-commodity business

GCPL operates in an intensely competitive agro-commaodity business marked by large number of participants. The industry is
fragmented due to weak barriers to entry and relatively low technical and capital requirements, which affect pricing power of
participants.

Liquidity: Adequate

Liquidity is characterised by adequate gross cash accruals of X3.39 crore in FY24 against repayment obligation of X0.40 crore in
FY25, unutilised bank limits, and cash and bank balance of X1.57 crore and liquid investments in shares and mutual funds of
%25.24 crore as on August 31, 2024. Further comfort is drawn from low utilisation of working capital facilities of X140 crore.

Applicable criteria
Definition of Default
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies
Financial Ratios — Non financial Sector
Wholesale Trading
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https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition%20-%20August%202024.pdf
https://www.careratings.com/upload/pdf/get-rated/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20outlook%20and%20rating%20watch%20_Dec%202022(21-12-22).pdf
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About the company and industry
Industry classification

Macroeconomic indicator \ Sector Industry Basic industry
Services Services Commercial services Trading & distributors

GCPL was established in 1886 by a British National — H Gill, in partnership with Khengar Thobhan and Meghji Thobhan. The
company acted as an agent for purchase and sale of cotton in the domestic market and played a leading role in the import and
export of cotton from overseas. Currently, the company is mainly into export of Indian raw cotton in fully pressed bale form. At
present, the company is owned and managed by the Shah family, with Jayant B Shah (Managing Director), Mohit D Shah
(Director), and Rishabh J Shah (Director).

Brief Financials (X crore) March 31, 2023 (A) March 31, 2024 (A) 5MFY25(UA)

Total operating income 109.63 427.65 165.73
PBILDT -0.28 5.39

PAT 0.80 2.71

Overall gearing (times) 0.03 1.86

Interest coverage (times) -0.31 1.09

A: Audited UA: Unaudited; Note: these are latest available financial results

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years: Annexure-2

Detailed explanation of covenants of rated instrument: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

LIS Maturity Size of the !latlng
Name of the Issuance Coupon Assigned and
Date (DD- Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating
YYYY) Outlook
Fund-based - CARE BBB-;
LT-EPC/PSC ) ) ) 140.00 Stable
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Annexure-2: Rating history for last three years

Current Ratings ‘ Rating History

Date(s) Date(s) Date(s) DEICIO))

Name of the
Instrument/Bank Amount and_ and_ and_ and_
Facilities Outstanding @ Rating Rat_| ng(s) Rat_| ng(s) Rat_mg(s) Rat_mg(s)
(X crore) ?s5|gned ?s5|gned _aSS|gned _aSS|gned
in 2024- in 2023- in 2022- in 2021-
2022
1)CARE 1)CARE 1)CARE
CARE BBB-; BBB-; BBB-;
1 E:g‘;l;:fe‘j "L LT 140.00 | BBB; |- Stable Stable Stable
Stable (29-Aug- (22-Aug- (02-Dec-
23) 22) 21)

LT: Long term
Annexure-3: Detailed explanation of covenants of rated facilities: Not Available

Annexure-4: Complexity level of instruments rated

Sr. No. Name of the Instrument Complexity Level

1 Fund-based - LT-EPC/PSC Simple

Annexure-5: Lender details

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

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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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 detailed Rationale Report and subscription information,
please visit www.careedge.in
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