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Rating Rationale

Acuité has assigned long-term rating of ‘ACUITE BBB-' (read as ACUITE triple B minus)
and short term rating of 'ACUIIE A3' (read as ACUITE A three) on the Rs. 59.00 crore
b ank facilities of KEN ENTERPRISES PRIVATE LIMITED (KEPL). The outlook is '‘Stable’.

Maharashtra based, Ken Enterprises Private Limited (KEPL) was incorporated in
1998 and commenced its commercial operations in 2004. The company is
engaged in manufacturing and exporting of grey fabrics. Export accounts
for ~40% of total sales. The Company exports to countres lke Kenya, South
Korea, Bangladesh, Thailand, Viethnam and UAE among others. The directors of
the company are Mr. Nkunj Hariprasad Bagdiya (Managing Director), Mrs.
Bina Hariprasad Bagdiya and Mr. Kishna Hariprasad Bagdiya. The Company
has 56 looms in house and outsources ~100 looms. The manufacturing unit is
located in Ichalkaranj, Kolhapur. The installed capacity is 165.10 lakh mtrs per
annum with ~85% utiization.

Analytical Approach

Acuité has considered the standalone financial and business risk profie of KEPL to
arive at the rating.

Key Rating Drivers

Strengths

- Experienced management

The company commenced with its commercial operations in 2004, thus has an
operational tfrackrecord of over a decade in textie industry. The company is
promoted by Mr. Nkunj Hariprasad Bagdiya (Managing Director), Mrs. Bina
Hariprasad Bagdiya and Mr. Kishna Hariprasad Bagdiya who possess an
experence of over a decade in the same line of business. This has helped the
company maintain long standing relations with customers and suppliers. Acuité
beleves that KEPL wil sustain its existing business profile on the back of experenced
management.

- Consistent growth in revenues

The operating income of KEPL has grown at a CAGR of 15 percent for the
period FY2016-FY2019 (Provisional). The revenues increased to Rs. 221.91 crore in
FY2019 (Provisional) as against Rs.194.90 crore in FY2018. This is mainly on account of
increased orders from existing as wel as new customers. Acuité beleves that the
scale of operations is expected to increase over the near fo medium term on
account of increasing export orders from existing as wel as new customers.

= Average financial risk profile
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The financial risk profie of the company stood average marked by
average net worth, debt protection metics and coverage indicators. The
net worth of KEPL stood at Rs. 25.59 crore as on 31 March 2019 (Provisional) as
against Rs. 21.74 crore as on 31 March 2018. The gearing (debt-equity) stood at
1.40 times as on 31 March 2019 (Provisional) as against 1.60 times as on 31 March
2018. The total debt of Rs. 35.81 crore as on 31 March 2019 (Provisional) mainly
comprises Rs. 31.84 crore ofworking capital borrowings, Rs. 3.79 crore of long term
debt and Rs. 0.18 crore of unsecured loans. The coverage indicators stood
average marked by Interest Coverage Ratio (ICR) which stood at

1.95 times for FY2019 (Provisional) as against 1.85 times for FY2018. NCA/TD (Net Cash
Accruals to Total Debt) ratio stood at 0.16 times in FY2019 (Provisional) as against
0.14 fimes in FY2018. Debt to EBIIDA stood at 2.38 times in FY2019 (Provisional) as
against 2.48 times in FY2018. Acuité beleves
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that the financial risk profle of the company is expected to remain average
backed by average net cash accruals and in absence of any major debt
funded capexin nearto medium term.

Weaknesses

- Moderate working capital operations

The company's working capital operations are moderate marked by Gross
Current Assets (GCA) of 161 days for FY2019 (Provisional) as against 168 days in the
previous year. Debtors stood at 80 daysfor FY2019 (Provisional) as against 81
days for FY2018. Inventory level stood at 74 days forFY2019 (Provisional) as
against 81 days for FY2018. Further, the average b ank Iimit uftization stood at ~%96
percent forthe past sik months ending April 2019.

- Susceptibility of margins to fluctuation in raw material prices

The operating margins of the company depend on prices of raw material (i.e.
raw yarn) which is highly volatie in nature. The operating margin stood at 6.79
percent in FY2019 (Provisional) as against 7.20 percent in FY2018. Further, the
net margins stood thin at 1.73 percent in FY2019 (Provisional) as against 1.50
percent in FY2018. This is mainly due to high interest cost on loans from financial
institutions.

Liguidity Position

The company has adequate Ilquidity marked by adequate net cash
accruals to its matuing debt obligations. The company generated cash
accruals of Rs. 5.76 crore for FY2019 (Provisional) whie its maturing debt obligations
were Rs. 3.38 crore for the same perod. The cash accruals of the
company dare estmated to remain in the range of ~Rs. 7.50 crore to Rs. 11.00
crore against no debt oblgation beyond FY2021. The company's working
capital operations are average marked by gross current asset (GCA) days
of 161 days for FY2019 (Provisional). The company maintains unencumbered
cash and bank balances of Rs. 1.46 crore as on 31 March 2019 (Provisional).
The current ratio stands at 1.17 times as on 31 March 2019 (Provisional). Acuité
beleves that the liquidity of the company is ikely to remain adequate over the
medium fterm on account of adequate cash accrual against its maturing
debt obligation overthe medium term.

Outlook: Stable

Acuité beleves that the company wil maintain a '‘Stable' outlook over the
medium term on the back of its experenced management and healthy scale
of operations. The outflook may be revised to 'Positive’ in case the company
registers higher-than-expected growth in its revenues and profitabiity whie
maintaining its liquidity position. Conversely, the ouflook may be revised fo
'‘Negative' in case the company registers lowerthan-expected growth in
revenues and profitability or in case of deterioration in the company's financial
risk profie or significant elongation in working capital cycle.

About the Rated Entity - Key Financials

Unit | FY19 FY18 (Actual) FY17 (Actual)
(Provisional)

Operating ncome Rs. Cr. 221.91 194.90 170.08
EBITDA Rs. Cr. 15.07 14.02 11.32
PAT Rs. Cr. 3.84 2.92 2.46
EBTDA Margin (%) 6.79 7.20 6.66
PAT Margin (%) 1.73 1.50 1.45
ROCE (%) 22.08 22.73 18.88
Total Debt/Tangible Net Times 1.40 1.60 1.58
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Worth

PBDIT/Interest imes 1.95 1.85 1.94
Total Delt/PBDIT Times 2.38 2.48 2.63
Gross Current Assets (Days) Days 161 168 164

Status of non-cooperation with previous CRA (if applicable)
India Ratings & Research, vide its press release dated April 30, 2019 had
denoted the rating of Ken Enterprises Private Limited as 'IND BBB-/IND A3; ISSUER NOT

COOPERAIING' on account of Ilack of adequate information required for
monitoring of ratings.
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Any other
information None

Applicable Criteria

- Default Recognition -https://www.acuite.in/critera-default.ntm

- Manufacturing Entities -hittps://www.acuite.in/view-rating-criteria-4.ntm

- Financial Ratios and Adjustments -https.//www.acuite.in/view-rating-critera-20.ntm

Note on complexity levels of the rated
instrument https.//www.acuite.in/critera-
complexity-levels.htm

Rating History (Upto last three
years) Not Applicable

*Annexure — Details of insfruments rated

Name of the Date of Coupo Maturit Size of the Issue .
fy Ratings/Outlook
Facilities Issuanc n y (Rs. Cr.)
e Rate Date
Cash Credit | Nl,OT N Nl.OT N Nl.OT 29.00* ACLUITE BBB- /
pplca pplca pplca stable
ble ble ble
Proposed R Nl,OT R Nl.OT A Nl.OT 5.00 ACUITE BBB- /
pplca pplca pplca stable
ble ble ble
Proposed Not Not Not 5.00 ACUITE A3
Applica Applica Applica
ble ble ble
letter of credit Not Not Not 20.00 ACUITE A3
Applica Applica Applica #
ble ble ble

*Cash Credit includes sublimit of PCFC/BRD to the extent of Rs. 20.00 crore.
#letter of Credit (LC) includes sublimit of Bank Guarantee (BG) to the extent of Rs.

5.00 crore. Contacts

Analytical Rating Desk

Aditya Gupta Varsha Bist

Head - Corporate and Infrastructure Manager - Rating
SectorRatingsTel: 022-49294041 DeskTel: 022-67141160
aditya.gupta@acuite.in rating.desk@acuite.in
Priyal Jain

Analyst - Rating
OperationsTel: 022-
49294063

prival.ain@acuite.in

About Acuité Ratings & Research:

Acuité Ratings & Research limited (Erstwhie SMERA Ratings Limited) is a ful-service
Credit Rating Agency registered with the Securities and Exchange Board of India
(SEBI). The company received RBl Accreditation as an External Credit Assessment
Institution (ECAI), for Bank Loan Ratings under BASEL-Inorms in the year 2012. Since then,
it has assigned more than 6,000 credit ratings fo various securties, debt instruments
and bank faciities of entities spread across the country and across a wide
cross section of industries. It has its Registered and Head Office in Mumb ai.
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Disclaimer: An Acvuité rating does not constitute an audit of the rated
entity and should not be freated as a recommendation or opinion that
is infended to substitute for a financial adviser's or investor's independent
assessment of whether to buy, sel or hold any security. Acuité ratings are based
on the data and information provided by the issuer and obtained from other
reliable sources. Athough reasonable care has been taken to ensure that the
data and information is true, Acuité, inparticular, makes no representation or
waranty, expressed or mplied with respect to the adequacy, accuracy or
completeness of the information relied upon. Acuité is not responsible for any
errors or omissions and especialy states that it has no financial iabiity 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 by
Acuité.
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