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Total Bank Facilities

Detailed Rationale and Key Rating Drivers

CARE has reaffirmed and withdrawn the outstanding rating of ‘CARE B+; Stable’ (Single B Plus; Outlook: Stable) assigned to the
bank facilities of Rishab Cotspin Private Limited (RCPL) with immediate effect.

Rating assigned to the bank facilities of Rishab Cotspin Private Limited continues to be constrained by small scale of operations
with low profitability margins and weak overall solvency position during FY21 (refers to period from April 01 to March 31). The
rating is further constrained by exposure to raw material price volatility, foreign exchange fluctuation risk and highly competitive
and fragmented industry. The rating, however, derives strength from experienced promoters.

The rating withdrawal is at the request of RCPL and ‘No Objection Certificate’ received from the bank that has extended the
facilities rated by CARE.

Detailed description of the key rating drivers

Key Rating Weaknesses

Small scale of operations with low profitability margins with low profitability margins

The total operating income declined marginally in FY21 and remained small at Rs. 30.16 crore as compared to Rs. 36.19 crore
during FY21. The profitability margins of RCPL improved marginally although it continues to remain low marked by below unity
PAT margins of 0.66% in FY21 against 0.42% in FY20. Resultantly, its gross cash accruals also remained low at Rs.1.38 crore in
FY20.

Weak overall solvency position

The capital structure of the company deteriorated marginally and remained leveraged marked by overall gearing of 4.99x as on
March 31, 2021 (4.23x as on March 31, 2020) as additional debt infusion offset the increase in networth Furthermore, as a
result of leveraged gearing level along with low profitability, the debt coverage indicators stood weak marked by TDGCA ratio of
14.59x, as on March 31, 2021 (12.84x as on March 31, 2020). The interest coverage ratio, however, continued to remain at
modest level of 1.78x, in FY21 (FY20: 1.72x).

Exposure to raw material price volatility

The primary raw material for the company is acrylic fiber. The prices of these are directly linked to crude oil prices which in turn
are highly volatile in nature. Operations in a highly competitive industry limits the ability of the company to pass on increased
costs to the customers thereby exposing profitability margins to any adverse movement in the raw material prices.

Highly competitive and fragmented industry

Organized sector in the textile industry, consisting of large-scale spinning units and composite mills, is responsible for nearly
majority of installed capacity of the yarn production and the unorganized sector, consisting of small-scale spinning units,
accounts for rest of the capacity. This leads to highly fragmented industry structure having high level of competition and
intense pricing pressures. All this contributes towards lower margins for companies engaged in the industry.

Key Rating Strengths
Experienced promoters

The overall operations of the company are looked after by Mr. Rishab Jain, and Mr. Shvaita Jain having total experience of more
than 10 years and 5 years, respectively, which they have gained through their association with RCP and other group concerns.
The promoters have adequate acumen about various aspects of business which is likely to benefit RCP in the long run.
Furthermore, the promoters are supported by experienced team having varied experience in the field of technical, marketing
and finance aspects of business.

LComplete definitions of the ratings assigned are available at www.careedge.in and in other CARE publications
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Analytical Approach: Standalone

Applicable criteria

Policy on Withdrawal of ratings

Criteria on assigning ‘outlook’ and ‘credit watch’ to Credit Ratings
Policy on Default Recognition

Rating Methodology - Manufacturing Companies

Rating Methodology for Manmade Yarn Manufacturing

Financial ratios — Non-Financial Sector

About the Company
The entity was initially incorporated as a private limited company by the name of “Sham Asset Restructuring and Management
Company Private Limited in September 29, 1995. Later, its name was changed to Shagun Shoes Private Limited. However, in
January 21, 2014, the company was purchased by its current promoters and was named “Rishab Cotspin Private Limited”
(RCP). The company is currently being managed by Mr. Rishab Jain, and Mr. Shvaita Jain. RCP was initially engaged in trading
of knitted fabric and acrylic yarn. However, from February 2018 onwards, the company commenced manufacturing of acrylic

arn at its manufacturing facili

located at Ludhiana, Punjab.

Brief Financials (Rs. crore \ FY20 (A) FY21 (A) 9MFY22 (Prov.)
Total operating income 36.19 30.16 NA
PBILDT 3.06 3.14 NA
PAT 0.15 0.20 NA
Overall gearing (times) 4.23 4.99 NA
Interest coverage (times) 1.72 1.78 NA

A: Audiited; Prov.: Provisional, NA: Not Available

Status of non-cooperation with previous CRA: ACUITE has maintained its credit ratings assigned to the bank facilities of
RCPL under Issuer Not Cooperating category vide press release dated December 24, 2021.

Any other information: Not applicable
Rating History for last three years: Please refer Annexure-2
Covenants of rated instrument/facility: Please refer Annexure 3

Complexity level of various instruments rated for this Company: Please refer Annexure 4

Annexure-1: Details of Instruments / Facilities

Name of the ISIN Date of ‘ Coupon

Maturity | Size of the Issue Rating assigned along

Instrument Issuance Rate Date (Rs. crore) with Rating Outlook
Fund-based - LT-Term ) _ _ 0.00 Withdrawn
Loan
Fund_—based - LT-Cash } _ _ 0.00 Withdrawn
Credit

History of last three years
Current Ratings \

Annexure-2: Ratin

Rating history

Sr Name of the P p— Date(s) & Date(s) & Date(s) & Date(s) &
* | Instrument/Bank . . Rating(s) Rating(s) Rating(s) Rating(s)
No. . Type | Outstanding | Rating . : . : . H . :
Facilities (Rs. crore) assigned in | assigned in assigned in | assigned in
: 2021-2022 | 2020-2021 2019-2020 | 2018-2019
] T 1)CARE B+; | 1)CARE B+;
1 | Fundbased - LT LT . . . Stable Stable -
(24-Dec-20) | (13-Nov-19)
] . 1)CARE B+; | 1)CARE B+;
2 El;gﬁ gra:deiil LT LT - - - Stable Stable -
(24-Dec-20) | (13-Nov-19)

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not Applicable
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https://www.careratings.com/pdf/resources/CARE's%20Credit%20Rating%20Process%20Mar2020.pdf
https://www.careratings.com/pdf/resources/Rating%20Outlook%20and%20credit%20watch%20_30May%202020.pdf
https://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_Sep%202021.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology-Manufacturing%20Companies_December2020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Manmade%20Yarn%20-%20Methodology_December2020.pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Mar%2021.pdf
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Name of instrument \ Complexity level
1 Fund-based - LT-Cash Credit Simple
2 Fund-based - LT-Term Loan Simple

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 Ltd. 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: Mr. Mradul Mishra
Contact no. — +91-22-6837 4424
Email ID — mradul.mishra@careratings.com

Analyst Contact

Name: Ms. Shachee Nakul Vyas
Contact no.- 8511182592

Email ID- _shachee.tripathi@careedge.in

Relationship Contact

Name: Swati Agrawal

Contact no.: +91-11-4533 3200
Email ID: swati.agrawal@careedge.in

About CARE Ratings:

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 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 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’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.

**For detailed Rationale Report and subscription information, please contact us at www.careedge.in
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