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Rating Rationale 

Acuité has assigned long-term rating of ‘ACUITE BB+’ (read as ACUITE double B plus) on the Rs. 22.00 

crore bank facilities of Rishi Fibers Private Limited (RFPL). The outlook is 'Stable'. 

 

Rishi Fibers Private Limited (RFPL) based of Aurangabad was incorporated in 2011. The company is part 

of 'Riddhi Siddhi Group' having long standing established track record of over three decades in the 

Cotton Industry. The company is processing and trading of raw cotton, cotton seeds, cotton bales 

& yarn. The manufacturing unit is located at Jamnagar (Gujarat) and Sillod (Maharashtra). The unit 

has capacity of 4.30 lakhs quintal for ginning and spinning unit.  

 

Riddhi siddhi group has established presence in textile industry and is known for cotton trade in 

the state of Madhya Pradesh and Maharashtra. The group is managed by Agarwal family; Mr. 

Gopal Agrawal, Mr. Shyam Agrawal and Mr. Sanjay Agrawal being the key promoters. The group is 

engaged in Cotton Ginning, Pressing, Trading, Processing of Raw Cotton & Yarn Carded & allied 

activities. The group is having presence in Maharashtra: Shevgaon, Sillod, and Aurangabad, 

Shahpur (Karnataka), Thirumalgiri (Telangana), Dindigul, Sathyamangalam (Tamil Nadu), 

Gobichettipalayam (Tamil Nadu) & Kalavad (Gujarat) and expanding to other cotton growing areas. 

Analytical Approach 

Acuité has considered the consolidated business and financial risk profile of Riddhi Siddhi Cotex 

Private Limited, Siddhi Fibers, Ramanuj Cotton Corporation, Rish i Fibers Pvt Ltd, and RS Fibers 

together referred to as the Riddhi-Siddhi group. The consolidation is on the basis of common 

promoters, same line of business, and significant operational financial linkages within the group. 

Extent of Consolidation: Full 

Key Rating Drivers 

Strengths 

• Established track record of operations and experienced management 

The Riddhi Siddhi group has establish presence in cotton industry of over three decades and its 

longstanding presence, established relations with customers, understanding of local market 

dynamics, and direct purchase from farmers will continue to support the current business. The key 

promoters extensive industry experience and establish network has helped the group is developing 

market presence and ensured recurring flow of orders backed by steady flow of raw materials from 

the suppliers. The group undertakes cotton ginning, pressing, trading, and processing of raw cotton, 

yarn along with allied activities. On the back of the stable and repeat orders by the key customers, 

the revenues have improved to Rs.614.06 crores in FY2019 as against Rs.596.95 crores in FY2018. 

Acuité believes that promoter's extensive experience in textile industry would aid the business risk 

profile of the company over the medium term. 

• Location advantage and geographically well diversified clientele 

The group's manufacturing units are located in Maharashtra, Telangana, Tamil Nadu, Karnataka 

and Gujarat. This areas are cotton growing belts and thus provides easy access to both raw 

materials and suppliers. The presence of unit in the textile processing hub provides competitive 
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advantage in terms of proximity to raw material, trained work force and marketing. Further, group 

has a pan India presence and has an established marketing set-up in prominent city across India. 

• Moderate financial risk profile 

The financial risk profile of the group stood moderate marked by tangible net worth of Rs. 66.30 

crore (including unsecured loans from promoters of Rs. 23.53 crore) as on 31 March, 2019 as against 

Rs. 52.08 crore (including unsecured loans from promoters of Rs.18.68 crore) as on 31 March, 2018. 

The gearing (debt-equity) stood moderate at 1.55 times as on 31 March, 2019 as against 2.13 times 

as on 31 March, 2018. The interest coverage ratio stood moderate at 1.68 times for FY2019 as 

against 1.60 times in FY2018. The TOL/TNW stood at 1.82 times in FY2019 as compared to 2.72 times in 

FY2018. Net Cash Accruals to Total Debt (NCA/TD) stood at 0.07 times for FY2019. The DSCR stood 

moderate at 1.45 times for FY2019. Acuité believes that the financial risk profile will remain moderate 

in the medium term mainly due to moderate net worth base and steady accruals. 

 
Weaknesses 

• Moderate working capital cycle 

The moderate working capital cycle of the company is marked by moderate Gross Current Asset 

(GCA) of 101 days in FY2019 and 108 days in FY2018. The GCA days are marked by moderate 

receivable days of 44 in FY2019 and 49 days in FY2018. The inventory holding days also stood at 43 

days in FY2019 as against 45 days in FY2018. The same has increased reliance on utilisation of 

working capital limits. The average working capital utilisation limit stood at 93.00 percent for last six 

months ending February 2020. Acuité believes with increasing scale of operation, ability of 

management to manage its working capital efficiently would remain a key rating sensitivity factor.  

• Highly competitive textile industry 

The textile industry in India is highly fragmented and competitive marked by presence of large 

number of organised and unorganised players. The group is exposed to intense competition from 

presence of large number of players like Riddhi Siddhi group and well established players in the 

market. The shifts in consumption patterns can also have an adverse impact on the operations of 

the group. The Indian textile industry has also seen a muted growth in past few years and may have 

impact on the growth of the existing players such as Riddhi Siddhi group. 

 
Liquidity Position: Adequate 

The liquidity profile of the group stood adequate marked by moderate net cash accruals to its 

maturing debt obligations. The net cash accruals stood at Rs. 6.54 crore as compared to its total 

repayment obligations of Rs. 0.91 crore in FY2019. The cash accruals of the company are 

estimated to improve further during FY2020-22 due to improving scale of operations and 

margins. The company's operations are moderately working capital intensive as marked by gross 

current asset (GCA) days of 101 in FY2019. This has led to higher reliance on working capital 

borrowings, the cash credit limit of the company remains utilised at ~ 93.00 percent during the 

last six months period ended February, 2020. The current ratio of the company stood at 1.46 

times in FY2019. The management follows moderate leverage policy on availing debt from 

banks for meeting its capital expenditure. Acuité expects the liquidity of the group to improve 

over the medium term on account of increase in generation of net cash accrual from sca ling up 

of operations. 

 

Rating Sensitivities  

• Improving scale of operation 

• Sustaining existing margins and financial risk profile 

• Working capital management 
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Outlook: Stable 

Acuité believes that the group will maintain 'Stable' outlook over the medium term owing to its 

experienced management and established track record of operations in textile industry. The 

outlook may be revised to 'Positive' in case the group registers significant growth in revenue and 

profitability while maintaining its exist ing working capital cycle. The outlook may be revised to 

'Negative' in case of significant decline in revenue, margins or stretch in working capital cycle 

leading to deterioration in overall financial risk profile.  

 

About the Rated Entity - Key Financials 

 Unit FY19 (Actual) FY18 (Actual) 

Operating Income Rs. Cr. 614.06 596.95 

PAT Rs. Cr. 5.16 3.49 

PAT Margin (%) 0.84 0.59 

Total Debt/Tangible Net Worth Times 1.55 2.13 

PBDIT/Interest Times 1.68 1.60 
 

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

Not Applicable 

 

Any other information 

None 

 

Any Material Covenants 

Not Any 

 

Applicable Criteria 

• Default Recognition - https://www.acuite.in/view-rating-criteria-17.htm 

• Manufacturing Entities - https://www.acuite.in/view-rating-criteria-4.htm 

• Trading Entities - https://www.acuite.in/view-rating-criteria-6.htm 

• Consolidation of Companies - https://www.acuite.in/view-rating-criteria-22.htm 

• Financial Ratios And Adjustments - https://www.acuite.in/view-rating-criteria-20.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 

Facilities 

Date of 

Issuance 

Coupon 

Rate 

Maturity 

Date 

Size of the Issue 

(Rs. Cr.) 
Ratings/Outlook 

Cash Credit 
Not 

Applicable 

Not 

Applicable 

Not 

Applicable 
22.00 ACUITE BB+/ Stable 
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About Acuité Ratings & Research: 

Acuité Ratings & Research Limited (Erstwhile SMERA Ratings Limited) is a full-service Credit Rating 

Agency registered with the Securities and Exchange Board of India (SEBI). The company received RBI 

Accreditation as an External Credit Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-II 

norms in the year 2012. Since then, it has assigned more than 6,000 credit 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 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. 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, 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. 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.  


