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Rating Rationale

Acuité has assigned short-term rating of ‘ACUITE A4’ (read as ACUITE A four)on the Rs.6.50crore bank
facilities of RK Enterprises (RKE). The outlook is 'Stable'.

RK Enterprises (RKE) was started as a proprietorship firm in 2014 by Mr. Rakesh Kumar Gupta. The firm is
engaged in frading of agro products like Cumin Seeds, Fennel Seeds, Fenugreek Seeds, Rice, among
others. The agro products are usually purchased from brokers located in various states like, Andhra
Pradesh, Gujarat, and other places. The firm is also exports to various companies in Bangladesh.

Key Rating Drivers

Strengths

* Growth in profitability margins

The profitability margins increased during FY2015 to FY2017. The EBITDA margins stood at 2.44
percent in FY2017 as against 1.98 percent in FY2016 and 1.74 percent in FY2015. This is majorly on
account of a change in the mix of the products sold. The PAT margins stood at 1.07 percent in
FY2017, same as the year earlier.

Weaknesses

* Below average financial risk profile

The firm has below average financial risk profile marked by net worth of Rs.0.49 crore as on 31
March, 2017 as against Rs.0.50 crore as on 31 March, 2016. The gearing stood high at 4.04 times as
on 31 March, 2017. The total debt of Rs.1.99 crore outstanding as on 31 March, 2017 comprises
Rs.0.17 crore as unsecured loans from partners and Rs.1.82 crore as short term borrowings from the
bank. Interest Coverage Ratio stood at 1.80 times in FY2017 as against 2.21 times in FY2016. The net
cash accruals stood at Rs.0.13 croreand TOL/TNW at 7.56 times in FY2017.

* Working capital intensive operations
The operations are working capital infensive marked by high Gross Current Assets of 106 days in
FY2017 as against 18 days in FY2016. This is majorly on account of high receivable days of 61 in
FY2017 as against 4 in FY2016. The creditor days are also stretched at 33 days in FY2017 as against
21 days in FY2016. The inventory holding period is at 24 days in FY2017.

* Presence in a highly fragmented and competitive industry
The firm has a presence in a highly fragmented and competitive agro industry, thus limiting its
bargaining power in terms of pricing and credit ferms with customers.
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Analytical Approach

Acuite

Acuitéhas considered the standalone business and financial risk profiles of the firm.

About the Rated Entity - Key Financials

RATINGS & RESEARCH

Unit FY17 (Actual) FY16 (Actual) FY15 (Actual)
Operating Income Rs. Cr. 12.27 2908 23.06
EBITDA Rs. Cr. 0.30 0.58 0.40
PAT Rs. Cr. 0.13 0.31 0.20
EBITDA Margin (%) 2.44 1.98 1.74
PAT Margin (%) 1.07 1.07 0.88
ROCE (%) 19.92 145.07 283.83
Total Debt/Tangible Net Worth Times 4.04 - -
PBDIT/Interest Times 1.80 2.21 2.01
Total Debt/PBDIT Times 6.65 - -
Gross Current Assets (Days) Days 106 18 6
Status of non-cooperation with previous CRA (if applicable)
None
Any other information
None
Applicable Criteria
¢ Default Recognition -https://www.acuite.in/criteria-default.htm
* Financial Ratios And Adjustments -https://www.acuite.in/criteria-fin-ratios.ntfm
e Trading entities -htfps://www.acuite.in/criteria-frading.htm
Note on complexity levels of the rated instrument
https://www.acuite.in/criteria-complexity-levels.htm
Rating History (Upto last three years)
Not Applicable
*Annexure - Details of instruments rated
Name of the Date of Coupon Maturity Size of the Issue | Ratings/Outlook
Facilities Issuance Rate Date (Rs. Crore)
Not Not Not
EPC Applicable | Applicable | Applicable 2.50 ACUITE A4
Not Not Not
Proposed Applicable | Applicable | Applicable 4.00 ACUITE A4
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Disclaimer:An  Acuité rating does not constitute an audit of the rated entity and should not be
freatedasarecommendationoropinionthatisintendedtosubstituteforafinancialadviser'sor investor's independent assessment of
whether to buy, sell or hold any security. Acuité ratings are based on the data and information provided by the issuer and
obtained from other reliable sources. Although reasonable care has been taken to ensure that the data and information is
true, Acuité, in particular, makesnorepresentation or warranty, expressed or implied with respect to the adequacy,
accuracy or completeness of the information relied upon. Acuité is not responsible for any errors or omissions and especially
states that it has no financial liability whatsoever for any direct, indirect or consequential loss of any kind arising from the use
of its ratings. Acuité ratings are subject to a process of surveillance which may lead to a revision in ratings as and when the
circumstances so warrant. Please visit our website (www.acuite.in) for the latest information on any instrument rated
byAcuité.
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