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Details of instruments/facilities in Anneuxre-1

Detailed Rationale & Key Rating Drivers

The ratings assigned to the bank facilities of R & T Business Syndicate (RTBS) are constrained by relatively small
scale of operations along with small networth base, low profit margins and working capital intensive nature of
operations. The ratings are further constrained by susceptibility of profit margins to volatile prices of traded
goods, customer & supplier concentration risk, foreign exchange fluctuation risk, partnership nature of
constitution and its presence in a highly competitive and fragmented electrical goods trading industry.

The aforementioned constraints are partially offset by the strength derived from vast experience of the
promoters in the electrical goods trading industry and their demonstrated financial support and comfortable
capital structure and debt protection metrics.

The ability of RTBS’s to increase its scale of operations with improvement in profit margins amidst intense
competition along with efficiently managing working capital requirement are the key rating sensitivities.

Detailed description of the key rating drivers

Key Rating Strengths

Detailed description of the key rating drivers

Key Rating Strengths

Experienced promoters: The promoters of RTBS have experience over two decades in the electronic products
industry and also look after the overall operations. The promoters have infused funds to meet working capital
requirement.

Comfortable capital structure: In the absence of long-term borrowing and short-term borrowing, RTBS’s
capital structure remained comfortable as on March 31, 2016, on account of infusion of unsecured loan by the
partners to meeting working capital requirement in FY16 (refers to the period Aprill to March 31) without
depending on external borrowings. However, the same is expected to deteriorate with increase in due to
availing of cash credit facilities of Rs.1.50 crore in FY17.

Key Rating Weaknesses

Relatively scale of operations: Since the firm is into operation for 10 months in FY16, it has recorded total
operating income of Rs.0.38 crore and networth base remained low due to nascent stage of operation limiting
financial flexibility.

Concentrated customer and supplier base: The customer base of the entity remained concentrated with top
client and suppliers contributing majority towards total income and purchases respectively.

1Complet‘e definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.
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Susceptibility of profitability margins to volatile prices of traded goods and forex rates: The profitability of
the entity remained low since FY16 being first year of operation and remained thin owing to trading nature of
operations. RTBS procures tradable goods from the open market which exposes it to the fluctuation in key raw
material prices as tradable goods purchase cost contributed 72.44% during FY16. Thus, the entity is exposed to
inherent risk associated in purchase cost of traded goods. : RTBS’s traded material prices have been fluctuating
in the past and therefore the cost base remains exposed to any adverse price fluctuations of the key goods
traded. However, the company books material based on orders from customer and maintains minimum
inventory level to mitigate material price fluctuation risk. Furthermore, during FY16, RTBS has neither earned
nor incurred any forex loss in FY16. Entity hedges the risk by taking forward contract; however, considering
current volatility in foreign exchange rates, managing the foreign exchange fluctuation risk would be critical
from the credit perspective.

Working capital intensive nature of operation: RTBS’s operations remained working capital intensive in
nature. RTBS’s working capital cycle remained moderate in FY16 owing to funds being blocked in debtors
(since the company extended credit of 30-60 days to its customers). Furthermore, the collection period is
expected to remain high since the entity extends 30-60 days of credit to customers to maintain goodwill &
relationship in the market.

Net working capital (NWC) as a percentage of Total capital employed (TCE) was around 99.95% as on March
31, 2016. Going forward, the ability of the company to manage its working capital requirements is critical from
the credit risk perspective.

Presence in fragmented & competitive trading industry

Trading industry is a highly fragmented industry and there are large numbers of organized and unorganized
players which has led to high competition in the industry. Also, on account of its trading nature of business,
the entry barriers are low leading to stiff competition for the company. However, risk is partially mitigated as
RTBS has established relations with the customers and have been dealing with the same since inception.

Analytical approach — Standalone

Applicable Criteria

CARE’s methodology for wholesale trading companies
Financial ratios — Non-Financial Sector

Criteria on assigning Outlook to Credit Ratings

CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

About the Company

Established in 2015, R & T Business Syndicate (RTBS) is engaged in trading of LED Lights, Base Paper, Glass. The
company’s main promoters Mr Rajeshkumar Gothi has around 20 years of experience and Mr Trilokkumar
Gothi has done MBA (Marketing) and has around 8 years of experience.

The major customers of RTBS are into manufacturing of Laminates. The company imports its tradable goods
from China.

During FY16, RTBS registered total income of Rs.0.38 crore. During 9MFY17 (refers to the period April 1, 2016
to December 31, 2016), the company has recorded total sales of Rs.0.65 crore (43.33% of the projected Tol of
Rs.1.50 crore in FY17).

2 | Credit Analysis & Research Limited
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Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not applicable

Rating History (Last three years): Please refer Annexure-2

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.
Analyst Contact
Name: Nitin Jha
Tel: 02267543676
Email: nitin.jha@careratings.com
**For detailed Rationale Report and subscription information, please contact us at www.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.

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the | Rating assigned
Instrument Issuance Rate Date Issue |along with Rating
(Rs. crore) Outlook
Fund-based - LT-Cash - - - 1.50 CARE B; Stable
Credit
Non-fund-based - ST- - - - 3.50 CARE A4
Letter of credit
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
2016-2017 | 2015-2016 | 2014-2015 | 2013-2014
1. Fund-based - LT-Cash LT 1.50 CARE B; - - - -
Credit Stable
2. Non-fund-based - ST- ST 3.50 CARE A4 - - - -
Letter of credit
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