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Rating Rationale
Acuité has reaffirmed the long term rating of ‘ACUITE BBB+' (read as ACUITE triple B
plus) and the short term rating to ‘ACUITE A2’ (read as ACUITE A two) on the Rs.
30.00 crore bank facilities of Rishabh Metal and Chemicals Private Limited (RMCPL). The
outlook s 'Stable’.

Rationale for Reaffirmation

The rating reaffirmation derives comfort from long track record of operations, diversified
product range, and diversified customer base across various industries of the Rishabh group.
Further, the rating continues to draw comfort from extensive experience of promoters in the
chemical industry, along with improved revenues driven by increase in capacities and healthy
financial risk profile of the group. The revenues have increased to ~Rs. 382 Cr. in FY2023
(Provisional.) against Rs 310 Cr. in FY2022 marking a growth of almost 23% in the current year
and 4 year CAGR of 13%. Further, the rating factors low gearing of 0.33 times as on 31st March
2023 (Provisional.) healthy debt coverage indicators as evident from the interest coverage
rafio (ICR) of 8.43 times in FY2023 (Provisional.) and debt service coverage ratio (DSCR) of 4.90
times during the same period. On the contrary, ratings are constrained on account of
deteriorated profitability margins and susceptibility of profits to volatile prices of raw material
and forex rates.

About Company

Incorporated in 1983, RMC is a Mumbai-based company promoted by Mr. Ashesh Jain and
Mrs. Madhu Jain. The company is engaged in manufacturing of specialty chemicals and
water-soluble polymers which finds applications in Water and Waste Water treatment, Paper,
Textiles, Pharmaceuticals, Oil & Gas, Mining & Metallurgical, Sugar industry etc. The company
runs an 1SO:9000-accredited manufacturing facility at Jalgaon, Maharashtra with an installed
capacity of 10,000 Kg PA.

About the Group

Rishabh Group is promoted by Mr. Ashesh Jain who possess experience for almost nearly two
decades in speciality chemical industry. RMC is engaged in manufacturing of speciality
chemicals and watersoluble polymers which finds applications in various industry. SCPL is the
largest manufacturer of Methyl Salicylate & Salicylic Acid derivatives in India. The group has its
manufacturing facility located in Jalgaon, Maharashtra.

Unsupported Rating
Not Applicable
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Analytical Approach

Extent of Consolidation
+« Full Consolidation

Rationale for Consolidation or Parent / Group / Govt. Support

Acuité has taken consolidated view on the business and financial risk profile of RMC and
SCPL together referred to as ‘Rishabh Group' to arrive at the rating. The consolidation is in
view of common management and cross guarantee given.

Key Rating Drivers

Strengths

Experienced management, long t rack record of operations and diverse customer
base.

Rishabh group has presence in specialty chemicals industry since 1975. The group is operated
and managed by Mr. Ashesh Jain who has experience of nearly two decades in the
aforementioned industry. SCPL is engaged in manufacturing of Methyl Salicylate & other
salicylic acid derivatives. The group set up its other company RMC in 1983 and it is engaged
in manufacturing of specialty chemicals and water-soluble polymers. RMC manufactures
range of specialty chemicals and watersoluble polymers like wet strength resins, poly amide
resin, poly DCDA resins and blends of organic and inorganic coagulants. Further, the group's
various range of products find applicability in various industries such as pharmaceuticals,
flavour & fragrances, cosmetics, water and waste water tfreatment, paper, textile, sugar etc.
Due to diverse base of customers, the group has reported stable y-o-y growth in its revenues.
The revenues stood at ~Rs. 382 Crin FY2023 (Provisional) against Rs. 310 Cr. in FY2022. Further,
the four year CAGR stood at ~13% ended FY2023. Acuité believes that the group will continue
to benefit from its experienced management and established track record in maintaining
long standing relations with its customers and suppliers.

Healthy financial risk profile

The group's financial risk profile is healthy marked by comfortable capital structure and strong
debt protection metrics. The group’s total net worth stood at Rs. 83.48 Cr. as on March 31,
2023 (Provisional.) against Rs. 67.69 Cr as on 31st March 2022. The group believes in
conservative leverage policy as reflected in its below unity gearing of around 0.34 times as on
March 31, 2023 (Provisional.) against 0.33 times as on March 31, 2022. The current
consolidated debt includes long term debt to the tune of Rs. 5.49 Cr., Short term loan in the
form of CC (Cash Credit)& PCL (Packing Credit limit) of Rs. 22.44 Cr. Further, the Interest
coverage ratio (ICR) and Debt Service Coverage ratfio (DSCR) stood healthy at 8.43 times
and 4.90 times for FY2023 (Provisional.) as against 9.17 times and 2.38 times in FY2022
respectively. Total outside liabilities to total net worth (TOL/TNW) stood low af 1.11 times as on
FY2023(Provisional.) vis-a-vis 1.22 times as on FY2022. Going forward, the group is in plans to
avail additional limits to the tune of Rs. 50 Cr. under SCPL for working capital purpose. This is
expected to increase the gearing marginally however will remain comfortable and below
unity. The gearing is expected to remain at 0.44 times for FY2024. Rest indicators are expected
to remain at similar levels. Further, the group under its another subsidiary i.e 'RCM Performers' is
in the process of availing TL to the tune of Rs. 11 Cr. for the purpose of setting of
manufacturing facility at Jalgaon for production of Asipirin which is a common drug used t o
reduce pain, fever, or inflammation. The debt will be availed by the group's another subsidiary
company but Corporate Guarantee has been extended towards the same by SCPL. Timely
completion of the project and repayment of debt without any delays will remain sensitive
towards the rating.

Weaknesses

Marginal deterioaration in profitability margins.

The group on a consolidated level has reported operating income of Rs. 381.73 Cr. in FY2023
(Provisional) against Rs. 310.31 Crin FY2022 . The growth in revenues is largely driven by better
utilisation of the capacities. During FY2023, under RMCPL the group has undertaken capex
wherein capacities have been increased from 7500 kg to 10,000 kg. Further, the ufilisation
levels have stood improved under SCPL & RMCPL at 54% and 86% in FY2023 against 47% and
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55% in FY2022. However, the consolidated EBITDA margins have stood marginally lower af
6.67% in FY2023 (Provisional) against 7.76% in FY2022. The drop in EBITDA margins is largely
driven by increase in raw material costs under SCPL. The material costs under SCPL stood at
79.67% in FY2023 (Provisional) against 74.74% in FY2022. The margins are highly suscepfible
to changes in raw material prices. Further, PAT margins have stood at 4.14% in FY2023
(Provisional.) against 4.63% in FY2022. Acuite believes companies ability to scale up operations
whilst maintaing profitability will remain critical towards the rating.

Susceptible to fluctuation in prices of raw material and forex rates

The group's revenues and profitability remain susceptible to the cost of raw materials. The
group’s total raw material cost constitutes around ~80 percent of total sales. Major raw
materials required by the group are monomers like dimethylamine, diethylamine, etc. which
are 50 percent imported and 50 percent domestically procured. The group's profitability is
exposed to adverse fluctuations in prices of these raw materials. However, given the group's
established market position, it has been able to fransfer the prices to the customers to some
extent marked by its stable operating margins. Further, the group faces foreign exchange
fluctuation risk as the group's average exports are around 30 percent. However, the forex risk
is mitigated to an extent by a way of forward contract which acts as a natural hedge.

Rating Sensitivities

e Improvement inrevenues thereby improvement in profitability margins
¢ Any changes in capital structure leading to changes in financial risk profile
¢ Timely debt repayments by subsidiary company (RCM Performers)

All Covenants
Not Available.

Liquidity Position

Strong

The group has strong liquidity marked by healthy net cash accruals to its maturing debt
obligations. The group generated cash accruals of Rs. 18.74 Cr. for FY2023 while the maturing
debt obligations were in the range of Rs. 1.25 Cr. for the same period. Further, the group has
cash and bank balances of around Rs. 4.89 Cr. as on 31st March 2023 (Provisional) and short
term liquid investments in Mutual Fund & Marketable securities of around Rs. 11.84 Cr. Further,
the fund based working capital limits for SCPL and RMCPL have an average utilization of
around 88% and 25%. for the last six months ending September 2023.

Outlook: Stable

Acuité believes that the group willmaintain a 'Stable’ outlook over the medium term on
account of sustainable revenue growth over the years, its experienced management, and
comfortable financial risk profile. The outlook may be revised to 'Positive’ in case of substantial
and sustained growth in revenue and profitability along with sustainable increase in its
capacity utilisation. Conversely, the outlook may be revised to 'Negative'in case of
deterioration in the financial risk profile and liquidity profile most likely as a result of higher than
the envisaged working capital requirements.

Other Factors affecting Rating
Not Applicable.
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Key Financials

Particulars Unit FY 23 (Provisional) | FY 22 (Actual)
Operafing Income Rs. Cr. 381.73 310.31
PAT Rs. Cr. 15.79 14.38
PAT Margin (%) 4.14 4.63
Total Debt/Tangible Net Worth Times 0.34 0.33
PBDIT/Interest Times 8.43 9.17

Status of non-cooperation with previous CRA (if applicable)

Not Applicable.

Any Other Information
None

Applicable Criteria

« Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criterio-

53.htm

+ Consolidation Of Companies: https://www.acuite.in/view-rating-criteria-60.htm
« Default Recognition: https://www.acuite.in/view-rating-criteria-52.htm
« Manufacturing Entities: https://www.acuite.in/view-rating-criteria-59.htm

Note on Complexity Levels of the Rated Instrument
In order to inform the investors about complexity of instruments, Acuité has categorized such
instruments in three levels: Simple, Complex and Highly Complex. Acuite’ s categorisation of
the instruments across the three categories is based on factors like variability of the returns to
the investors, uncertainty in cash flow patterns, number of counterparties and general
understanding of the instrument by the market. It has to be understood that complexity is
different from credit risk and even an instrument categorized as 'Simple' can carry high levels
of risk. For more details, please refer Rating Criteria "Complexity Level Of Financial

Instruments” on www.acuite.in
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Rating History

Name of Amount .
Date Instruments/Facilities Term (Rs. Cr) Rating/Outlook
Cosh Credit | 1on9] 500 |  ACUITE BBB+ | Siable (Recffimed]
Letter of Credit Short 7.00 ACUITE A2 (Reaffirmed)
08 Aug Term
2022 Proposed Bank Facility %gpr% 17.50 ACUITE BBB+ | Stable (Reaffirmed)
working Caplialerm | LOngl 50 | ACUITE 888+ | Stable [Reaffimed]
| Long ACUITE BBB+ | Stable (Upgraded from
Proposed Bank Facility Term 17.50 ACUITE BBB | Stable)
3aug| G Saptallem | JONS1 0,50 | ACUIE BBB+ | Stable [Asigned]
2021 . Long ACUITE BBB+ | Stable (Upgraded from
Cash Credit |y 500 ACUITE BBB | Stable)
Letter of Credit ?2%{ 7.00 | ACUITE A2 (Upgraded from ACUITE A3+)
Leffer of Credit | 300n|  7.00 | ACUITE A3+ (Upgraded from ACUITE A3
01 Sep . Long ACUITE BBB | Stable (Upgraded from
2020 |  Cosh Credit ) ol 5.00 ACUITE BBB- | Stable]
.. | Long ACUITE BBB | Stable (Upgraded from
Proposed Bank Facility Term 18.00 ACUITE BBB- | Stable)
Proposed Bank Faciity| 22M9| 18,00 ACUITE BBB- | Stable (Assigned
Term
Dol coshcredit  [9M9] 500 ACUITE BBB- | Stable (Assigned
letter of Credit | 20971 7,00 ACUITE A3 [Assigned)
Term
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Annexure - Details of instruments rated

Lender's Date Of | Coupon | Maturity [Complexity |Quantum .
Name ISIN_ [Facilities Issuance | Rate Date Level | (Rs.Cr.) Rafing
ACUITE
UnionBank|  Not Cash Not Not Not Simole 500 BBB+ |
of India |Applicable| Credit |Applicable|Applicable|Applicable P : Stable |
Reaffirmed
ACUITE
ICICI Bank Not Cash Not Not Not Simple 9.00 BBB+ |
Ltd  |Applicable| Credit |Applicable|Applicable|Applicable P : Stable |
Reaffrmed
UnionBank| ~ Not | Letter of Not Not Not Simple 700 ACUITE A2
of India |Applicable| Credit |Applicable|Applicable|Applicable Reqffmed
Froposed ACUITE
Not Not Tgrr% Not Not Not |« o | ogp | BBBY |
Applicable|Applicable Bank Applicable|Applicable|Applicable P : Stable |
Facility Reaffrmed
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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratfings under BASEL-Il norms in the year 2012. Acuité has
assigned ratings to various securities, debt instruments and bank facilities of entities spread
across the country and across a wide cross section of industries. It has its Registered and
Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not
be treated as a recommendation or opinion that is intended to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Ratings assigned by Acuité 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, makes no representation 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. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité. Please visit https://www.acuite.in/fags.ntm to refer FAQs on
Credit Rating.
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