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Birla Cotsyn India Ltd. (BCIL) 

April 02, 2026 
Ratings 

Instrument / 
Facility 

Amount 
(Rs. crore) 

Current 
Ratings 

Previous 
Ratings 

Rating Action 
Complexity 

Indicator 

Long-Term Bank 
Facilities 

40.00 
IVR B+/ Stable 

(IVR B plus with Stable 
Outlook) 

- 
Rating 

Assigned 
Simple 

Total 
40.00 

(Rs Forty Crore) 

    

Details of Facilities/Instruments are in Annexure 1. Facility-wise lender details are at 

Annexure 2. Detailed explanation of covenants is in Annexure 3.  

Detailed Rationale 

The ratings assigned to the bank facilities of Birla Cotsyn India Ltd (BCIL) derive 

comfort from the strong promoter commitment reflected in sizeable upfront funding support, 

the company’s favourable working capital profile supported by a largely cash-based operating 

model, and its established spinning asset base with locational advantage in a cotton-growing 

belt, ensuring raw material availability and cost efficiency. The company has also 

demonstrated early operational traction post-revival with a visible order pipeline, supporting 

initial business stabilisation. However, these strengths are partially offset by the company’s 

early stage of revival following a prolonged shutdown, exposing it to execution and stabilisation 

risks, its high sensitivity to fluctuations in cotton prices and yarn realisations, and weak initial 

profitability due to sub-optimal capacity utilisation. The credit profile is further constrained by 

its concentrated business model with single-product dependence and the risk of increasing 

working capital intensity as the company scales up operations. 

The Stable outlook is supported by the expectation that BCIL will be able to gradually stabilise 

its operations over the near to medium term, aided by strong promoter backing and adequate 

financial flexibility during the ramp-up phase. Utilisation level is likely to support improvement 

in operating performance over the medium term. 

 

https://www.infomerics.com/ratings/rating-criteria
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Key Rating Sensitivities:  

Upward Factors 

• Demonstrated track record of scale-up in operations by achieving high-capacity 

utilisation of the spinning capacity 

• Achieving top line of over Rs.250cr with EBITDA margins of over 7%, translating 

into gross cash accruals of over Rs.10cr 

• Achieving total debt/EBITDA of under 3.0x on sustained basis 

Downward Factors 

• Inability to ramp up revenues due to operational challenges 

• Large increase in working capital leading to liquidity pressures 

 

List of Key Rating Drivers with Detailed Description 

Key Rating Strengths 

• Strong promoter commitment with sizeable upfront funding support 

The revival of the company’s operations from September 2025 post acquisition by the new 

promoter  is underpinned by significant promoter commitment, with total funding support of 

~₹60 crore, constituting nearly two-thirds of the overall project cost of ~₹90 crore. This 

includes equity, unsecured loans, and working capital infusion, thereby limiting reliance on 

external debt to ~₹30 crore and resulting in a moderate initial gearing profile. Notably, the 

promoters have already infused a substantial portion towards acquisition and initial operations, 

reflecting tangible financial commitment and improving confidence in the execution of the 

turnaround plan 

 

• Favourable working capital profile supported by cash-based operating 

model 

The company currently operates on a conservative working capital model, with negligible 

receivables, as dispatches are largely linked to upfront payments. Raw material procurement 

is partly on cash basis and otherwise on short credit cycles (~15 days), while inventory levels 

are maintained at ~15–20 days. This results in a relatively short working capital cycle of ~20–

25 days, supporting liquidity during the stabilisation phase and reducing dependence on bank 
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limits in the near term. The disciplined approach to working capital provides an initial cushion 

to cash flows, particularly in the early stages of ramp-up. Currently the Rs.10 Crore CC from 

PNB bank is not utilised, and working capital is being supported by the Promoter – Director 

hence working capital utilisation is 0% as of Feb 2026.  

 

• Established asset base providing cost advantage over greenfield projects 

The company benefits from an existing spinning infrastructure of ~48,000 spindles, of which 

~75% capacity has already been made operational post-refurbishment. The total revival cost 

of ~₹90 crore is significantly lower than the capital required for a comparable greenfield 

project, providing a structural cost advantage. Additionally, the plant & machinery, primarily 

sourced from Lakshmi Machine Works, is of established quality and has undergone necessary 

refurbishment, mitigating technology obsolescence risk to an extent. 

 

• Strategic location in the cotton-growing belt, ensuring raw material 

availability 

The manufacturing unit at Malkapur is advantageously located in a key cotton-producing 

region of Maharashtra, with access to multiple suppliers within a 50–100 km radius. This 

ensures steady availability of raw materials, reduces logistics costs, and minimizes 

procurement risk. Such geographic proximity is particularly beneficial in a commodity-driven 

business like cotton yarn, where timely and cost-effective access to raw material is critical for 

maintaining margins 

• Early operational traction with visible demand and order pipeline 

Following the restart of operations in September 2025, the company has demonstrated initial 

traction, achieving a revenue of ~₹15 crore as per 9MFY26 results. The company currently 

has an order visibility of ~₹20–25 crore, equivalent to approximately 1.5–2 months of 

production. The focus on standardised and easily marketable carded cotton yarn, which has 

stable demand across local weaving clusters, supports ease of sales and faster inventory 

turnover, aiding the ramp-up process. 

  

 



 
 

4 

 

Key Rating Weaknesses 

 

• High execution and stabilization risk post prolonged shutdown 

The company is in the early stages of revival after remaining non-operational for several years 

under financial distress and resolution proceedings. Although a significant portion of the plant 

has been refurbished and made operational, the business still faces execution risks related to 

stabilising operations, achieving optimal efficiency, and building a consistent production track 

record. Moreover, as the company scales up operations, it may need to extend credit to 

customers, which could weaken the currently favourable working capital position and add to 

liquidity pressures. 

 

• High sensitivity to market fluctuations with limited downside protection 

The business remains highly vulnerable to adverse movements in key operating variables, 

particularly cotton prices and yarn realisations. The limited pricing power and thin margin 

profile inherent in the cotton yarn industry constrain the company’s financial flexibility. 

 

• Weak initial profitability and dependence on timely ramp-up 

In the first year of operations, the company is expected to operate at sub-optimal capacity 

utilization levels (~75%), resulting in modest revenues and weak or negative profitability due 

to under-absorption of fixed costs. The financial profile is therefore highly dependent on timely 

scale-up to higher utilization levels (~80–90%) to achieve operational breakeven and 

sustainable cash flows. Any delays in ramp-up could adversely impact liquidity and debt 

servicing capacity. 

 

• Concentrated business profile with single-product dependence 

Post restructuring, the company’s operations are concentrated solely in cotton yarn 

manufacturing, with other segments such as synthetic yarn remaining non-operational. This 

lack of diversification exposes the company entirely to the cyclicality of the cotton yarn market, 

increasing vulnerability to fluctuations in demand, pricing, and export conditions. Additionally, 
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non-operational assets may continue to entail certain minimum fixed costs without contributing 

to revenue, thereby impacting overall profitability. 

• Aging plant & machinery with potential efficiency constraints 

While the plant & machinery has been refurbished, it is of relatively older vintage (installed 

around 2008), which may result in comparatively lower efficiency levels than newer facilities. 

This could translate into higher maintenance requirements and potential operational 

disruptions, particularly during the stabilization phase. Sustained performance and efficiency 

of the refurbished machinery remain to be demonstrated over a longer operating cycle. 

• Aggressive growth projections with reliance on increased working capital 

The company has plans to scale up to revenues of ~₹200–250 crore over the next 2–3 years, 

which is 4x-5x the expected FY26 revenues. The company has published 9MFY26 Results 

with ~15 Cr of revenue. Achieving such growth would require significant expansion in working 

capital, with estimated requirements of ~₹25–30 crore or higher. Although currently sanctioned 

Rs.10.00 Cr of CC limits from Punjab National Bank are unutilized as of Feb 2026, 

management suggested they want to be more self-sufficient before the company avails the 

CC limits. As operations scale, the company may need to transition from a cash-based model 

to a more conventional credit-based sales structure, which could elongate the working capital 

cycle and increase reliance on external funding. 

Analytical Approach: Standalone 

Applicable Criteria: 

Rating Methodology for Manufacturing Companies. 

Financial Ratios & Interpretation (Non-Financial Sector). 

Criteria for assigning Rating outlook.   

Policy on Default Recognition 

Complexity Level of Rated Instruments/Facilities 

 

Liquidity – Stretched 

The liquidity profile of BCL remains stretched, primarily due to weak internal accruals and 

limited operating cash flow. From a leverage perspective, the company’s overall gearing 

https://www.infomerics.com/ratings/rating-methodology
https://www.infomerics.com/rating-criteria-detail/financial-ratios--implication
https://www.infomerics.com/policies-and-procedures-details/criteria-of-rating-outlook
https://www.infomerics.com/policies-and-procedures/default-recognition-policy/archive/26
https://www.infomerics.com/policies-and-procedures/default-recognition-policy/archive/26
https://www.infomerics.com/ratings/rating-criteria
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expected to be between  2.0x-2.5x  at end FY26, which appears moderate; however, this is 

largely due complete restructuring in FY25, thereby providing limited real gearing headroom. 

Additionally, the sanctioned working capital limits (₹10 crore CC) and expected improvement 

in operations are likely to support liquidity going forward. Currently, the working capital is 

funded by the promoter director, and the CC facility is unutilised.  The projected GCA of ~₹2.0 

crore to ₹2.5 crore in FY26 which in Infomerics assessment could increase to over ₹10 crore 

in FY27, is expected to be adequate to support debt obligations in FY27 (no Debt repayment 

in FY26); however, this remains contingent on successful operational ramp-up. Overall, 

liquidity remains stretched, characterised by weak accruals, a modest liquidity buffer, and 

reliance on promoter funding and turnaround execution for improvement. 

About the Company 

Birla Cotsyn India Ltd is a public limited company engaged in cotton yarn manufacturing, with 

an established spinning facility of 48,000 spindles at Malkapur, Maharashtra. Historically, the 

company operated an integrated textile setup comprising spinning, weaving, and ginning units 

across Buldhana and Yavatmal districts, catering to both domestic and export markets with a 

mix of carded and combed yarn. However, despite a sizeable asset base, the company faced 

severe financial and operational stress, leading to a prolonged shutdown of its facilities.  

Subsequently, BCIL underwent resolution under the National Company Law Tribunal (NCLT) 

through a composite scheme of arrangement, with the resolution plan approved in January 

2025. The company was acquired by a consortium led by Mr. Nikhil Jain along with Rohstoffe 

International Pvt. Ltd. and Wendt Finance Private Limited, marking a change in ownership and 

management. Post-acquisition, the new promoters have initiated revival measures, including 

refurbishment of existing machinery and consolidation of operations at the Malkapur unit, with 

a strategic focus on cotton yarn manufacturing. The company has restarted operations in 

September 2025 with performance contingent on successful ramp-up of capacity utilisation 

and execution of its turnaround strategy. 

Financials (Standalone): 

(Rs. crore) 

For the year ended/ As on* 31-03-2024 31-03-2025 
 Audited Audited 

Total Operating Income 0.00 0.00 

EBITDA -0.58 0.00 
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For the year ended/ As on* 31-03-2024 31-03-2025 

PAT -7.04 -210.92 

Total Debt 232.36 20.99 

Tangible Net Worth  -397.88 33.17 

EBITDA Margin (%) NM NM 

PAT Margin (%) NM NM 

Overall Gearing Ratio (x) NM NM 

Interest Coverage (x) NM NM 

* Classification as per Infomerics’ standards. 
 

Status of non-cooperation with previous CRA: Nil 

Any other information: Nil 

Rating History for last three years: 

Sr. 
No. 

Name of 
Security/Fa
cilities 

Current Ratings (2026-27) Rating History for the past 3 years 

Type  
(Long 

Term/Short 
Term) 

Amount 
outstanding 
(Rs. Crore) 

Rating  Date(s) & 
Rating(s) 
assigned in 
2025-26 

Date(s) & 
Rating(s) 
assigned in 
2024-25  

Date(s) & 
Rating(s) 
assigned in 
in 2023-24 

    
April 02 

,2026 
   

1. Term Loan 

Long Term 

30.00 IVR B+/ 
Stable 

 
- - - 

2. Cash Credit 10.00 

 

Analytical Contacts: 
 

Name: Sudarshan Shreenivas 

Tel: (022) 62396023 

Email:Sudarshan.shreenivas@infomerics.com 

 
 
About Infomerics: 

Infomerics Valuation and Rating Ltd (Infomerics) was founded in the year 1986 by a team of 

highly experienced finance professionals for research and risk evaluation. Infomerics 

commenced its activities as External Credit Assessment Institution after obtaining registration 

from Securities Exchange Board of India (SEBI) and accreditation from Reserve Bank of India 

(RBI).  

mailto:Sudarshan.shreenivas@infomerics.com
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Adhering to best international practices and maintaining high degree of ethics, the team of 

analysts at Infomerics deliver quality credit ratings. Infomerics evaluates wide range of debt 

instruments which helps corporates access to financial markets and provides investors credit 

ratings backed by in-depth research. The transparent, robust, and credible ratings have gained 

the confidence of investors and the banks.  

Infomerics has a pan India presence with Head Office in Delhi and Corporate Office at 

Mumbai, with branches in major cities and representatives in several locations. 

Infomerics also has international presence with credit rating operations in Nepal through its 

JV subsidiary.  

For more information and definition of ratings please visit www.infomerics.com.  

Disclaimer: Infomerics ratings are based on information provided by the issuer on an ‘as is where is’ basis. 

Infomerics credit ratings are an opinion on the credit risk of the issue / issuer and not a recommendation to buy, 

hold or sell securities.  Infomerics reserves the right to change or withdraw the credit ratings at any point in time. 

Infomerics ratings are opinions on financial statements based on information provided by the management and 

information obtained from sources believed by it to be accurate and reliable. The credit quality ratings are not 

recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any 

security. We, however, do not guarantee the accuracy, adequacy or completeness of any information, which we 

accepted and presumed to be free from misstatement, whether due to error or fraud. We are 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 us have paid a credit rating fee, based on the amount and type of bank 

facilities/instruments. In case of partnership/proprietary concerns/Association of Persons (AOPs), the rating 

assigned by Infomerics is based on the capital deployed by the partners/proprietor/ AOPs and the financial strength 

of the firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans 

brought in by the partners/proprietor/ AOPs in addition to the financial performance and other relevant factors. 

Annexure 1: Instrument/Facility Details  

Name of Facility/ 
/Security 

ISIN Date of 
Issuance 

Coupon 
Rate/ IRR 

Maturity 
Date 

Size of 
Facility 

(Rs. Crore) 

Rating 
Assigned/ 
Outlook 

Term Loan 
- - - March 

2032 30.00  
IVR B+/Stable 

 Cash Credit 
- - - - 

10.00 

 
Annexure 2: Facility wise lender details  
https://infomericstorage.blob.core.windows.net/uploads/Len_Birla_Cotsyn_2apr26_0f
cbc22b77.pdf  
 
Annexure 3: Detailed explanation of covenants of the rated Security/facilities: Not 

Applicable 

http://www.infomerics.com/
https://infomericstorage.blob.core.windows.net/uploads/Len_Birla_Cotsyn_2apr26_0fcbc22b77.pdf
https://infomericstorage.blob.core.windows.net/uploads/Len_Birla_Cotsyn_2apr26_0fcbc22b77.pdf
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Annexure 4: List of companies considered for consolidated/Combined analysis:  
 
 
Note on complexity levels of the rated instrument: Infomerics has classified instruments 

rated by it on the basis of complexity and a note thereon is available at www.infomerics.com.  

http://www.infomerics.com/

