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Ratings
Facilities Amount Rating1 Rating Action
(Rs. crore)
Long Term Bank Facilities- CARE BBB+; Stable Ratm.g reafflrmed;'C?utIook
Term Loan 1975 [Triple B Plus, Outlook: Stable] revised from Positive to
Stable
CARE BBB+; Stable/CARE A2 Rating reaffirmed; Outlook
LT/ST Bank facilities - FB/NFB 23.50 [Triple B Plus, Outlook: Stable/ revised from Positive to
A Two] Stable
43.25
Total (Rs. Forty three crore
Twenty Five Lakhs only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The ratings assigned to the bank facilities of Kusumgar Corporates Pvt. Ltd (Kusumgar) continues to derive strength
from the experience of the promoter in the technical textile business, integrated presence across the value chain
with diversified product mix, healthy capital structure and comfortable debt coverage ratios. These rating strengths are,
however, tempered by modest scale of operations, exposure to fluctuation in the prices of raw materials and forex
movements, and competitive nature of the industry. The ability of the company to improve its scale of operations with
optimal utilization of the newly added capacity while maintaining the profitability margins remain the key rating sensitivities.
Outlook: Stable

Outlook has been revised from “Positive” to “Stable” on account of lower than envisaged sales in FY19 (Prov). Further, the
company’s PBILDT margins were also impacted on account of higher raw material cost.

Detailed description of the key rating drivers

Key Rating Strengths

Experienced Promoters

Kusumgar Corporate Private Limited (Kusumgar) was originally incorporated in June 1990 in the name of Kusumgar Finstock
Pvt Ltd and later changed its name to Kusumgar Corporates Pvt Ltd in November 2008. It is established by Mr Yogesh
Kusumgar (Chairman) who has more than 40 years of experience in Technical Textile industry.

Integrated presence with diversified product mix

Over the years Kusumgar has emerged as a small sized integrated Technical Textiles player with presence across the value
chain right from weaving to processing/dyeing/finishing to printing to coating and lamination. Kusumgar is engaged in
manufacturing of specialty textiles and industrial fabrics for various segments such as armed forces fabrics such as parachute
fabrics, ballistic fabrics, protective fabrics, etc.; industrials fabrics such as filter fabrics, coated fabrics, etc.; geo-synthetic
fabrics; sports and recreational fabrics, etc.

Subdue performance in FY19

Revenue from operations declined marginally from Rs.134 crore in FY18 to Rs.132 crore in FY19 (Prov). PBILDT margins of
KCPL declined from 20.2% in FY18 to 16.2% in FY19 (Prov) on account of fluctuation in raw material prices and increase in
employee costs. PAT margins deteriorated from 7.48% in FY18 to 4.98% in FY19 (Prov) primarily on account of decline in
PBILDT and increased interest cost due to term loan availed for capacity expansion.

Comfortable debt coverage indicators and overall gearing

Kusumgar had comfortable debt coverage indicators and capital structure due to low reliance on debt along with satisfactory
profitability and cash accruals. The overall gearing improved marginally from 0.38x as on March 31%, 2018 to 0.26x as on
March 31%, 2019. The debt coverage indicators continue to remain comfortable with PBILDT interest coverage at 7.34x and
TD/GCA of 1.25x during FY19.

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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Key Rating Weaknesses

Modest scale of operations

Net sales of KCPL increased at a CAGR of 6.65% over the past 4 years (FY16-FY19). However, the scale of operations continue
to remain moderate. Furthermore government orders are likely to be lumpy in nature. Due to its modest scale, Kusumgar
remains exposed to and can be adversely impacted if some big order does not materialize or does not get executed.

Susceptibility to fluctuation in raw material prices

The major raw materials used by the company are specialty nylon/polyester/rayon yarns; all being derivative of crude oil are
affected by movement in crude oil prices. Raw material price fluctuation risk is mitigated to an extent as the company does
back to back ordering of raw materials and follows order based production policy which minimizes the risk.

Tender based nature of defense business
The tender based nature of the defense business (contributing around 35% of total revenue in FY18) exposes the company to
revenue related risks. Ability of the company to get the repeated orders from the same is a key rating factor.

Forex exchange fluctuation risk

In FY18, total value of imports increased substantially from Rs.26.53 crore (48% of total purchases) to Rs.43.2 crore (79% of
total purchases) in FY18. Total exports stood at 11.5% of total sales in FY18 vis-a-vis 13.8% in FY17. Hence Kusumgar to an
extent is naturally hedged and tries to manage timing differences between imports and exports payments which reduces
foreign currency fluctuation risk by hedging the differential portion. Ability of the company to effectively manage its foreign
exchange exposure remains critical to its credit profile given small size of operations.

Project risk

The company has completed its capacity expansion project. The project has resulted in expansion in production capacity
from 72 lakh linear meters to 115 lakh linear meters. However the ability of the company to optimally utilize the expanded
capacity is the key rating sensitivity.

Liguidity
KCPL has adequate liquidity. Average working capital utilization of fund-based facility is around 15% for the 12 months
trailing July, 2019.

Analytical approach: Standalone

Applicable Criteria

Rating Methodology-Manufacturing Companies
Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Financial ratios — Non-Financial Sector

About the Company
Kusumgar Corporate Private Limited (Kusumgar) was originally incorporated in June 1990 in the name of Kusumgar Finstock
Pvt. Ltd and later changed its name to Kusumgar Corporates Pvt. Ltd in November 2008. It is established by Mr. Yogesh
Kusumgar (Chairman) who has more than 40 years of experience in Technical Textile industry. Kusumgar is engaged in
manufacturing of specialty textiles and industrial fabrics for various segments such as armed forces fabrics, sports and
recreational fabrics, geo-synthetic fabrics etc. Kusumgar uses a wide variety of specialty materials including polyamide and
polyester filament yarns, specialty nylon & rayon yarns, poly-aramid yarns, etc. Over the years Kusumgar has emerged as a
small sized integrated Technical Textile player with presence across the value chain right from weaving to
processing/dyeing/finishing to printing to coating and lamination. Existing manufacturing facilities are located at Surat
(preparatory, weaving) Vapi (printing, processing and coating).

(In Rs. Crore)

Brief Financials (Rs. crore) FY18 (A) FY19 (Prov.)
Total operating income 134.56 132.43
PBILDT 27.24 21.41
PAT 10.06 6.60
Overall gearing (times) 0.38 0.26
Interest coverage (times) 10.98 7.34

A: Audited, Prov.: Provisional
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Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Issue | Rating assigned
Instrument Issuance Rate Date (Rs. crore) along with Rating
Outlook
Fund-based - LT-Term Loan - - - 19.75 CARE BBB+;
Stable
Fund-based/Non-fund- - - - 23.50 CARE BBB+;
based-LT/ST Stable / CARE
A2
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No.| Instrument/Bank Type Amount Rating Date(s) & | Date(s) & Date(s) & Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in| assigned in | assigned in | assigned in
2019-2020 | 2018-2019 2017-2018 2016-2017
1. | Fund-based - LT- LT 19.75 CARE - 1)CARE 1)CARE 1)CARE
Term Loan BBB+; BBB+; BBB+; BBB+
Stable Positive Positive (31-Aug-
(30-Oct-18) | (22-Dec- 16)
17)
2. | Fund-based/Non- LT/ST 23.50 CARE - 1)CARE 1)CARE 1)CARE
fund-based-LT/ST BBB+; BBB+; BBB+; BBB+
Stable / Positive / Positive (31-Aug-
CARE A2 CARE A2 (22-Dec- 16)
(30-Oct-18) | 17)

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This
classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome to write
to care@careratings.com for any clarifications.

CARE Ratings Limited
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Contact us
Media Contact
Mradul Mishra
Contact no. —+91-22-6837 4424
Email ID — mradul.mishra@careratings.com

Analyst Contact

Group Head Name — Pulkit Agrawal

Group Head Contact no. - 022-67543505

Group Head Email ID- pulkit.agrawal@careratings.com

Relationship Contact

Name: Meenal Sikchi

Contact no. : +91-22-6754 455

Email ID: meenal.sikchi@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.

Disclaimer

CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on information obtained
from sources believed by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or
completeness of any information and is not responsible for any errors or omissions or for the results obtained from the use
of such information. Most entities whose bank facilities/instruments are rated by CARE have paid a credit rating fee, based
on the amount and type of bank facilities/instruments. In case of partnership/proprietary concerns, the rating /outlook
assigned by CARE is based on the capital deployed by the partners/proprietor and the financial strength of the firm at
present. The rating/outlook may undergo 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.

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.careratings.com
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