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Facilities/Instruments Amount (X crore) Rating! Rating Action
Long Term / Short Term Bank Facilities 15.00 CARE BBB; Stable / CARE A3+ Reaffirmed

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

For arriving at the ratings of Komal Texfab Private Limited (KTPL), CARE Ratings Limited (CARE Ratings) has considered a
combined analytical view of the Komal Group (KG) entities viz. KTPL and Komal Worldwide Private Limited (KWPL) on account of
common management and promoter group, presence in similar line of business, and operational and financial linkages.

The ratings assigned to the bank facilities of KTPL continues to derive strength from past experience of promoters with established
track record of operations in the Textile industry coupled with synergies derived from operational linkages among group entities.
The ratings further draw strength from adequate liquidity as well as comfortable capital structure and debt coverage indicators
of the Komal Group.

The ratings, however, remain constrained on account of KG’s moderate scale of operations and profitability, its presence in the
highly fragmented and competitive textile industry, vulnerability of its profitability margins to fluctuations in the raw material
prices and foreign exchange rates and regulatory risk with continuous compliance required with stringent pollution control norms.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors

e Increase in group’s total operating income (TOI) to above X500 crore on a sustained basis along with profit before interest,
lease, depreciation and tax (PBILDT) margin above 13%.

e Improvement in capital structure marked by overall gearing below 0.60 times.

e  Sustained improvement in working capital cycle below 45 days.

Negative factors
e Decline in scale of operations to below Rs.250 crore or PBILDT margin below 8% on sustained basis.

e Any debt-funded capex or increase in working capital requirement resulting in deterioration in overall gearing to above 1.25
times.

Analytical approach: Combined
CARE Ratings has considered combined financial and operational risk profile of KTPL and KWPL to arrive at the ratings of KTPL

as both the entities are engaged in similar line of business, promoted by same promoter group, and have operational linkages.

Till last review, to arrive at the credit rating of KTPL, CARE Ratings had taken a combined approach of three entities including
KTPL, KWPL and KTF Fashion Private Limited (KTF). During current review, CARE Ratings has revised its analytical approach and
has not combined financial and operational risk profile of KTF Fashion Private Limited (KTF). The change in the analytical approach
is on account of management’s articulation of on-going family separation and no further operational / financial linkage with KTF.

Outlook: Stable
Stable outlook reflects CARE Ratings’ expectation that the group is likely to sustain its business risk profile due to vast experience
of promoters, established clientele and integrated operations in the textile value chain.

Detailed description of key rating drivers:

Key strengths
Vast experience of the promoters in textile industry and operational synergies with group entities
KG is promoted by the Bagrecha family and key promoters are Suresh Bagrecha and Vikram Bagrecha. Promoters hold more than

three decades of experience in the textile industry. Second generation had also joined family business in 2002 and have around
two decades of experience. The group has also launched ‘Maysixty” brand and promotes it through online platforms like Amazon

and Flipkart.

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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Established track record with integrated operations

The Komal group, through KTPL has a long and established track record of operations of over three decades in the textile
processing (dyeing and printing of fabric) industry; being operational since 1990. Further, the group also ventured into garmenting
over the period via KWPL and hence, it has now vertically integrated facilities from fabric to garmenting.

KTPL is engaged in printing and dyeing of Cotton fabric as well as Manmade fabrics (MMF) mainly viscose and cotton Lycra.
Furthermore, it also processes greige fabric as per customer requirement. This finished fabric is sold to KWPL as well as other
players for garmenting. External clients formed 65-70% of KTPL's revenue.

KWPL is engaged in manufacturing i.e. cutting and stitching of women’s garments. KWPL has its own cutting and stitching unit
through which it manufactures garments and sells it to retail giants like pantaloons, Max, Reliance, Myntra, Jockey etc.

Comfortable capital structure and debt coverage indicators

As on March 31, 2024, the capital structure of the group remained comfortable marked by overall gearing of 0.82x (0.88x as on
March 31, 2023). The marginal improvement in overall gearing was on account of accretion of net profit to reserves and
reclassification of USL to quasi equity. The net worth base of KG remained comfortable at Rs.134.61 crore.

The debt coverage indicators moderated however, remained comfortable marked by PBILDT Interest coverage of 3.17x and term
debt/ GCA of 2.30x.

Key weaknesses
Moderate scale of operations and profitability

KG's scale of operations continued to remain moderate in FY24 with TOI of Rs.357.88 crore as against Rs.369.19 crore in FY23.
The decline in scale of operations was largely due to lower sales in KWPL due to lower demand. Group’s PBILDT margin declined
marginally by 18 bps and stood at 9.71% in FY24 as against 9.89% in FY23. Profitability was lower over the last two years from
previous level of 13-14% due to volatility in raw material prices as well as increase in trading income in KWPL which fetches lower

margin.

Presence in a fragmented and cyclical textile processing industry

The Indian textile industry is highly fragmented in nature with presence of large number of organized as well as unorganized
players. Moreover, due to the fragmented nature of the fabric industry, the bargaining power of fabric manufacturers with raw
material suppliers and customers are restricted which is also reflected in the low profit margins across the industry. Further, any
adverse changes in the global economic outlook as well as demand-supply scenario in the domestic market directly impacts
demand of the textile industry. Textile industry remain vulnerable to various factors such as fluctuations in prices of key raw
materials, mobilization of workforce and changes in government policies for overall development of the textile industry. Any
significant changes in such factors will have direct impact on the business operations of the entity.

Susceptibility of its profitability to volatile raw material prices and foreign exchange fluctuation risk

Komal group has a moderate presence in Textile value chain as it is vertically integrated from fabric to garmenting unit. Fabrics
is produced from either cotton yarn, or Man-made fabrics. Cotton yarn prices have now moderated after being skyrocketed in the
past couple of years resulting in thin profitability. Man made fabrics is a derivative of crude oil; hence prices of its raw material
vary with the fluctuations in international crude oil prices. Other raw material consists of coal and dyes/pigments which are being
used in processing of fabrics. Historically, the coal price has remained volatile due to its strong linkages to global demand-supply
scenario. Further, textile is a cyclical industry and closely follows the macroeconomic business cycles. Hence, any shift in
macroeconomic environment globally would also have an impact on the domestic textile industry. Furthermore, group is also
engaged in exports which exposes them on foreign exchange fluctuation risk. Currently, group is not hedging its exposure.

Regulatory risk associated with continuous compliance with stringent pollution-control norms

The textile processing units use various chemicals for dyeing and printing process, which generate polluted water and needs to
be treated before its disposal. Hence, textile processing units require continuous compliance with the stringent pollution-control
norms set by the regulatory authorities and any violation in compliance with these norms or any further strengthening of these
norms may adversely impact KG’s operations.

Liquidity: Adequate

The group’s liquidity position remained adequate marked by sufficient GCA of X21.28 crore in FY24 as against debt repayment
obligation of around X17.75 crore in FY25. The average utilization of its fund-based working capital (WC) limits was also moderate
at around 65% during the trailing 12 months ended in September 2024. The operating cycle elongated to 106 days in FY24 from
73 days in FY23 mainly due to the decline in creditors days as KTPL receives cash discounts on early payment to suppliers. KG
had free cash and bank balance of Rs.8.12 crore as on March 31, 2024. Furthermore, KG had receivable of ~X14 crore outstanding
for more than six months as on FY24 end. Out of this, majority is outstanding from the Future group.
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Applicable criteria

Consolidation

Definition of Default

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies

Financial Ratios — Non financial Sector

Cotton Textile

Short Term Instruments

Manmade Yarn-Methodology

About the company and industry

Industry classification

Basic industry
Other Textile Products

Macroeconomic indicator \ Sector

Industry

Consumer Discretionary Textiles Textiles & Apparels

Ahmedabad (Gujarat) based KTPL was incorporated in August 1990 by Bagrecha family. KTPL belongs to “Komal” Group (KG)
and is engaged in printing and dyeing of Cotton fabrics as well as Manmade fabrics (MMF) mainly viscose and cotton Lycra. KTPL
procures its raw material i.e., grey fabrics from domestic manufacturers and caters to its in-house demand and also sells it in
domestic and export market. As on March 31, 2024, KTPL had fabric processing capacity of 96 lakh KG per annum.

KG also includes Komal Worldwide Private Limited (KWPL) which is engaged in manufacturing of garments.

Combined ‘ Standalone
Brief Financials (¢ crore)  March31, | March31,  H1FY25 March 31, March 31,  H1FY25
2023 (UA) 2024 (UA) (UA) 2023 (A) 2024 (A) (UA)
Total operating income 369.19 357.89 200.00 282.96 285.01 161.25
PBILDT 36.50 34.73 NA 21.22 19.95 NA
PAT 12.36 11.95 NA 6.51 5.63 NA
Overall gearing (times) 0.88 0.82 NA 0.57 0.66 NA
Interest coverage (times) 3.55 3.17 NA 3.86 3.10 NA

A: Audited UA: Unaudited NA: Not Available; 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 / facility: Annexure-3

Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Date of Maturity Size of the !!atmg

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/ ST-Cash - - - 15.00 Stable / CARE
Credit A3+
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https://www.careratings.com/upload/pdf/get-rated/Consolidation%20and%20Combined%20appraoch%20-%20February%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_Dec%202024.pdf
https://www.careratings.com/upload/pdf/get-rated/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20Entities%20-%20Sept%202024.pdf
https://www.careratings.com/upload/pdf/get-rated/Assigning%20Outlook%20or%20Rating%20Watch%20to%20Credit%20Ratings.pdf
https://www.careratings.com/upload/pdf/Rating%20Methodology%20-%20Manufacturing%20Companies%20December%202022(14-12-22).pdf
https://www.careratings.com/pdf/resources/CARE%20Ratings%E2%80%99%20criteria%20on%20Financial%20Ratios%20-%20Non%20Financial%20Sector%20-%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology%20-%20Cotton%20Textile%20Manufacturing%20-%20December%202024.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria%20for%20Short-Term%20Instruments%20-Feb%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology%20-%20Manmade%20Yarn%20Manufacturing%20December%202022%20Final(2-1-23).pdf
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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
Sr. No. Instrument/Bank Amount and_ and_ and_ and_
Facilities Outstanding = Rating Rat-mg(s) Rat-mg(s) Rat_lng(s) Rat_lng(s)
(X crore) ?s5|gned ?s5|gned _aSS|gned _aSS|gned
in 2024- in 2023- in 2022- in 2021-
2022
1)CARE
BBB;
Stable /
CARE A3+
CARE (05-Dec- L)CARE
Fund-based - LT, BBB; 23) 2? Bt');I
! S;J'?Cz:\s:sgrec_jit/ LT/sT 1500} Stable /) - ] CAaREeA{3+
CARE 2)CARE (04-Mar-
A3+ BBB; 22)
Stable /
CARE A3+
(06-Apr-
23)

LT: Long term; ST: Short term; LT/ST: Long term/Short term
Annexure-3: Detailed explanation of covenants of rated instruments/facilities-Not Applicable

Annexure-4: Complexity level of instruments rated

Sr. No. Name of the Instrument Complexity Level

1 Fund-based - LT/ ST-Cash Credit Simple

Annexure-5: Lender details

To view the 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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Phone: +91-22-6754 3596 Phone: +91-79-4026 5611
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E-mail: Ankur.sachdeva@careedge.in Rajat Jain

Analyst

CARE Ratings Limited

E-mail: Rajat.Jain@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 detailed Rationale Report and subscription information,
please visit www.careedge.in
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