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CARE ASSIGNS ‘CARE BBB’ RATING TO THE BANK FACILITIES OF

KALANIKETHAN FASHIONS PRIVATE LIMITED
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Rating Rationale

The rating assigned to the bank facilities of Kalanikethan Fashions Private Limited (KFPL) takes into account long industry
experience and track record of promoter group, established market position with renowned brand name, established
relationships with large supplier base, moderate scale of operation with increasing profit margins in the last 3 years
ended FY16 (Provisional) (refers to the period April 1 to March 31) and satisfactory capital structure & debt coverage
indicators. The rating is, however, constrained by flat revenue growth witnessed in the last 3 years ended FY16 (Prov.),
working capital intensive nature of business resulting in an extended operating cycle, and presence in a highly
competitive and fragmented industry with large number of players owing to low entry barrier. The ability of the company
to expand the scale of operation along with an improvement in profitability in a highly competitive scenario and
maintaining the capital structure are the key rating sensitivities.

Background

KFPL, incorporated in 2005 has been promoted by Mr Rajendra Kumar and is a part of the Kalaniketan group. KFPL is
engaged in retailing of ready-made garments, sarees and kids wear under the brand name ‘Kalanikethan’. Kalanikethan
group is one of the key players in specialty retailing in South India. Kalanikethan Group was initially started as a
partnership firm by Mr Venkateswara Rao in 1990 with his four sons as partners. As a part of restructuring in August
2012, the group’s business was divided among the four sons of Mr Venkateswara Rao. KFPL came under the management
of Mr Rajendra Kumar who is currently the Managing Director of the company. KFPL, currently, operates 21 stores across
Telangana, Tamil Nadu, Karnataka, and Kerala. All stores are on leased premises with combined floor space of nearly
157,200 square feet (sq ft).

During FY16 (Prov.), KFPL reported PBILDT of Rs.14.39 crore (FY15: Rs.13.42 crore) and a PAT of Rs.3.31 crore (FY15:
Rs.3.00 crore) on a total operating income of Rs.200.15 crore (FY15: Rs.192.57 crore).
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CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.

Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from sources believed
by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is
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 CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor
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 in addition to the financial performance and other relevant factors.

! Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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