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Update on Filatex India Limited

Filatex India Limited (FIL) vide its press release on stock exchanges dated September 05, 2021 announced that the Income Tax
Authorities have conducted search operations under Section 132 of the Income Tax Act, 1962 at the Company’s premises and
promotor directors’ residence. The search operations were concluded on September 04, 2021 and no assets of the company
were seized pursuant to such operation. Further, as per the announcement, the search operations has not materially impacted
the business operations / activities undertaken by the company.

Since the assets and operations of the company are not impacted, CARE has taken a note of the above event Further, CARE
would monitor the developments with respect to this event and would review the ratings in case of any further material
development in this regard.

The previous detailed press release of FIL is available on the following link: Click here

Detailed Rationale & Key Rating Drivers

The ratings for the bank facilities of FIL factors in the experienced promoters and their long track record of operations in the
textile industry, diversified product mix with value added products particularly Draw textured yarn (DTY) and Fully drawn yarn
(FDY), established customer base and distribution network. The rating also favorably factors in the company’s location
advantage enjoyed from its Dahej plant and moderate financial risk profile characterized by moderate overall gearing levels
and debt coverage indicators. The rating also takes cognizance of the completion the company’s 30 MW captive thermal power
plant which is under trail stage and is expected to reduce the power expenses going forward.

These rating strengths are however constrained by susceptibility of profitability margins to adverse movement in raw material
prices and foreign currency fluctuation risk. The rating also remains constrained by the low pricing power of the company due
to fragmented and competitive nature of industry.

Rating Sensitivities:

Positive Factors: Factors that could lead to positive rating action/upgrade

e PBLIDT margin of the company above 13% on a sustained basis

e Overall gearing of the company remaining below 0.60x on a sustained basis

Negative Factors: Factors that could lead to negative rating action/downgrade

e PBLIDT Margin of the company below 10% on a sustained basis

e Any higher than envisaged debt funded capital expenditure adversely impacting capital structure with overall gearing of
more than 1.00x.

Analytical approach: Standalone.

About the Company

Filatex India Limited, incorporated in August 1990, is engaged in manufacturing of Polyester & Polypropylene Multifilament
Yarn. The company was promoted by the Bhageria family having an experience of over four decades into manufacturing and
trading of synthetic filament yarn. The Chairman and Managing Director of the company, Mr Madhu Sudhan Bhageria has
experience of over three decades in the industry. The company has manufacturing facilities at, Dadra (U. T. of Dadra & Nagar
Haveli) and Dahej (Gujarat).

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This
classification is available at www.careratings.com. Investors/market intermediaries/requlators or others are welcome to write
to care@careratings.com for any clarifications.
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About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.

Disclaimer

CARE’s ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks 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. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook 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. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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