R Ratings

Professsanal Rk Opinson

The Ruby Mills Limited
March 6, 2017

Ratings
Facilities Amount Ratings1 Rating Action
(Rs. crore)
Long Term Bank Facilities 128.48 CARE BB-; Stable Reaffirmed
(Double B
Minus;Outlook:Stable)
Short Term Bank Facilities 12.80 CARE A4 Reaffirmed
(A Four)
Total facilities 141.28 (Rs. One Hundred and
forty one crore and twenty
eight lakhs Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & key rating drivers

The reaffirmation of the rating of the bank facilities of The Ruby Mills Limited [TRML] factors in small size of operations in
textile ,low occupancy for commercial property, inherent cyclicality associated with the real estate sector and delay in
receipt of Full Occupancy Certificate (OC) for commercial property.

However, the rating continues to derive strength from prior experience of promoters in Textile Industry, favourable
location of the real estate project , incremental sales achieved during Q3FY17 and improvement in debt coverage
indicators subsequent to refinance of Lease Rental Discounting (LRD) facility of longer tenure.

TRML’s ability to sell/lease the remaining area at envisaged realizations and receive full occupation certificate remains
key rating sensitivity.

Detailed description of the key rating drivers

Key Rating Strengths

Experienced Promoters and established track record in textile industry: TRML is in operation since 1921, it is one of the
oldest running composite textile mills in Maharashtra. The management of the unit was later taken over by the late Mr.
C.N Shah in 1946. Mr. H M Shah (S/o of Mr. M C Shah), Managing Director, along with his father is involved in the day-to-
day operations of the company. He has around 40 years of experience in the textile industry. Mr. H M Shah has also held
key positions in BTRA (Bombay Textile Research Association, Mumbai) and CITI (Confederation of Indian Textile Industry
Association).

Moderate overall gearing and debt servicing parameters: TRML's capital structure is moderate and Overall Gearing
stood at 1.15x as on March 31, 2016 as against 1.57x as on March 31, 2015 primarily on account of repayment of term
loans. Total Debt/GCA has remained at a constant level of 7.22x in FY16 compared to FY15 in spite of substantial
reduction of total debt from Rs.518.25 crin FY15 to Rs.424.59 cr in FY16, majorly because of decline in PAT from Rs.53.94
crin FY15 to Rs.40.78 crin FY16.

Improvement of profitability in the Textile Division and dip in performance of real estate division: TRML's textile division
continues to be the major revenue earning division and contributed to 85% of the total revenues in FY16. The revenues
from this division increased by 10% from Rs.163.78 cr in FY15 to Rs.179.78 cr in FY16. However, the overall profitability
parameters of TRML were dragged down because of performance dip in the real estate division. TRML has reported
decline in the PBILDT margin to 35.79% in FY16 as against 41.09% in FY15.

Favorable location of the project: The IT Park is located in Dadar which is an established commercial hub in Mumbai that
provides an alternative to the comparatively higher cost commercial space in South Mumbai and BKC with easy access to
international and domestic airports as well as the eastern and western express highway. Furthermore, the project is just
0.5 km away from the important Dadar railway station.

Key Rating Weaknesses

'Complete definitions of the ratings assigned are available at www.careratings.com and other CARE
publications.

1 | Credit Analysis & Research Limited


http://www.careratings.com/

A — .
' 2 Ratings
Professsanal Rk Opinson

Part Occupancy Certificate: TRML has experienced cost overrun in the project on account of delay in getting occupation
certificate. The proposal to get the full occupancy certificate is pending with BMC. The project cost incurred has increased
majorly on account of IDC. Timely receipt of the clearances and sales of the property and realization of the sale proceed is
crucial from the credit perspective. As on December 31, 2016 the overall occupancy of the building was only 63%.
Renewability Risk at competitive price: TRML's lease profile is also is exposed to renewability risk. Almost all the lease
agreements have a minimum lease period of three years, after which tenants have an option to terminate the lease
without any charges. Continuation of lease after expiry of minimum lease period is a key risk as the renewability depends
on various factors including alternate choices available to tenants, rental rates prevailing and maintenance of the IT Park.
With the huge supply of various IT parks in and around Dadar, renewability of the existing lease remains to be seen.

Analytical Approach: Standalone

Applicable criteria:

Criteria on assigning Outlook to Credit Rating
CARE’s default recognition policy

Criteria for Short Term Instruments

Financial ratios - Non Financial Sector

Rating Methodology-Manufacturing Companies

About the Company

The Ruby Mills Limited (TRML) was incorporated in 1917 and started its commercial operations in 1921. TRML is one of
the oldest running textile mills in Mumbai and also has presence in real estate development. TRML is a composite mill
engaged in manufacturing cotton/ blended yarn and fabric at its plant in Dadar (Mumbai), Kharsundi and Dhamni (Raigad,
Maharashtra). As on March 31, 2016, TRML has installed capacity of 21,768 spindles, 744 Autocoro and 128 looms at its
plant located at Dhamni, while TRML is engaged in fabric processing activity at its other facilities located at Kharsundi. The
plant has its own Process House, which is capable of Bleaching, Dyeing & Finishing.

In 2007, TRML shifted part of its operations from Dadar to Raigad resulting in availability of land at prime location for real
estate development. TRML has entered into a development agreement with Mindset Estate Private Limited (MEPL, a
100% subsidiary of Rohan Lifescapes) to construct an IT Park on the available land. TRML has developed an IT park namely
“The Ruby” on the aforesaid land with total leasable/saleable area of 12.50 lakh sq ft on a total FSI of 2.66 times.

The Ruby, IT Park, has 39 floors, of which office area comprises of top 36 floors. TRML is engaged in both selling and
leasing of the area in IT Park. TRML also books the income from IT Park as transfer of the development rights at the time
of receipt of the proceeds from the sale/lease of the floors in IT Park.

During FY16, TRML posted a total operating income of Rs. 227.84 crore (vis-a-vis Rs.237.41 crore in FY15) and PAT of
Rs.40.78 crore (vis-a-vis PAT of Rs.53.94 crore in FY15).

Status of non-cooperation with previous CRA: Brickwork vide its press release dated August 4, 2016, has mentioned that
The Ruby Mills Limited, have not provided required information for carrying out the review of the Rating, despite
close follow up and hence the rating is not reviewed.

Rating History: Please refer Annexure-2

Analyst Contact

Name: Pulkit Agarwal

Tel: +91-22-6754 3505

Email: pulkit.agarwal@careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

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.

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over nearly 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
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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-Term - March 2021 105.48 CARE BB-; Stable
Loan
Fund Based - LT-Cash - - 23.00 CARE BB-; Stable
Credit
Non-Fund Based - ST- - - 12.80 CARE A4
BG/LC
Annexure-2
Rating History for 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-Term LT 190.69 CARE BB-| 1)CARE BB- | 1)CARED | 1)CARE BB- | 1)CARE BB
Loan ; Stable | (13-Apr-16) | (20-Nov-15) | (18-Mar-15)| (18-Apr-13)
2)CARE BB-
(04-Apr-14)
2. [Fund Based - LT-Cash LT 23.00 CARE BB-| 1)CARE BB- | 1)CARED | 1)CARE BB- | 1)CARE BB
Credit ; Stable | (13-Apr-16) | (20-Nov-15) | (18-Mar-15)| (18-Apr-13)
2)CARE BB-
(04-Apr-14)
3. [Non-Fund Based - ST- ST 12.80 CARE A4| 1)CAREA4 | 1)CARED | 1)CAREA4 | 1)CARE A4
BG/LC (13-Apr-16) | (20-Nov-15) | (18-Mar-15) | (18-Apr-13)
2)CARE A4
(04-Apr-14)
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