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August 30, 2024

Amoun
Facilities/Instruments ount Rating Action
(X crore)

CARE B+; Stable; ISSUER Revised from CARE BB-; Stable and moved

Long Term Bank Facilities 34.64 NOT COOPERATING* to ISSUER NOT COOPERATING category

Details of instruments/facilities in Annexure-1.
*Issuer did not cooperate; based on best available information.

Rationale and key rating drivers

CARE Ratings Ltd. has been seeking information from Ajanta Spintex Private Limited to monitor the rating(s) vide e -mail
communications dated June 18, 2024, July 04, 2024, August 08, 2024, August 21, 2024, and numerous phone calls. However,
despite our repeated requests, the company has not provided the requisite information for monitoring the ratings. In line with
the extant SEBI guidelines, CARE Ratings Ltd. has reviewed the rating based on the best available information which however, in
CARE Ratings Ltd.’s opinion is not sufficient to arrive at a fair rating. Therefore, the rating for the bank facilities of Ajanta Spintex
Private Limited is revised and will now be denoted as CARE B+; Stable; ISSUER NOT COOPERATING*

Analytical approach: Standalone

Detailed description of the key rating drivers:
At the time of the last rating on September 20, 2023, the following were the rating strengths and weaknesses:

Key weaknesses

Declined scale of operations and profitability margins during FY23: The TOI of ASPL had declined to Rs.77.49 crore in
FY23 (UA) as against Rs.124.21 crore in FY22. The fall was due to unforeseen supply issues and the high input prices of cotton.
The company therefore decided to change the mix of raw materials which led to the shutting down of the plant for 2 months
during July and August 2022. However, the company is expecting a turnaround and to achieve better revenue and margins in
FY2024. On the profitability front, the company’s PBILDT during FY23 stood at Rs.5.64 crore as against Rs.7.19 crore in FY22.
Due to the lower employee costs in the year, the PBILDT margin of the company improved to 7.28% in FY23 as against 5.79%
in FY22. But the PAT margin fell to 0.21% in FY23 as compared to 1.46% in FY22 due to a similar level of interest costs and
depreciation.

Leveraged Capital Structure and Debt Coverage Metrics: The debt profile of ASPL comprises term loans and cash credit
facilities. The leveraged capital structure of the company remained leveraged characterized by an overall gearing of 2.72x as of
March 31, 2023 (PY: 2.69x). The marginal deterioration in overall gearing was on account of the repayment of a portion of the
term loan by infusion of unsecured loans of Rs.4.34 crore by the promoters. The debt coverage metrics also remained leveraged
with Total Debt to Gross Cash Accruals (TDGCA) of 25.87x as of March 31, 2023. The TD/GCA ratio deteriorated significantly due
to the lower GCA, and the PBILDT interest coverage ratio also declined and stood at 1.58x in FY23 (FY22: 2.00x).

Working capital-intensive nature of operations: Spinning is a working capital-intensive business as the raw material
availability is seasonal which results in a high inventory holding period. Furthermore, the procurement is primarily on a cash basis
which results in high working capital utilization during the months of availability which is October to April. However, ASPL enjoys
a credit period of 2-3 weeks based on the relationship with the suppliers. The operating cycle of ASPL is elongated at 169 days
in FY23 from 93 days in FY22 on account of a higher inventory holding period of up to 186 days as against 102 days for FY22.
Also, the creditor's period increased from 18 days in FY22 to 30 days in FY23.

Highly fragmented, competitive, and cyclical nature of industry: Presence in highly competitive and Inherent cyclicality
associated with the textile industry The textile industry in India is highly fragmented and dominated by many medium and small-
scale unorganized players leading to high competition in the industry. Smaller standalone processing units like ASPL are more
vulnerable to intense competition and have limited pricing flexibility, which constrains their profitability as compared to larger
integrated textile companies which have better efficiencies and pricing power considering their scale of operations. Textile is a
cyclical industry and closely follows the macroeconomic business cycles. Further, the prices of raw materials and finished goods
are determined by the global demand-supply scenario and are not limited to only domestic factors. Hence, any shift in the
macroeconomic environment globally would have an impact on the domestic textile industry. The textile industry is also intensely
competitive.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Dependence on vagaries of nature exposing the company to raw material price volatility risk: The profitability of
spinning mills depends largely on the prices of cotton and cotton yarn which are governed by various factors such as area under
cultivation, monsoon, international demand-supply situation, etc. Cotton is the major raw material of spinning mills, movement
in cotton prices without parallel movement in yarn prices impacts the profitability of the spinning mills. The cotton textile industry
is inherently prone to volatility in cotton and yarn prices.

Key strengths

Established track record, resourceful and experienced promoters in the cotton industry: The company has a track
record of more than a decade in business operations. ASPL was promoted by Mr I Dhana Reddy who has an experience of more
than a decade in the cotton industry. The operations are supported by other directors who have experience in similar lines of
business. Due to its long-term presence in the market, the company can receive repetitive orders from regular customers. Apart,
the promoters also possess another business i.e., Ajanta Construction and Ajanta Automobiles among others. The promoters are
resourceful and infuse the need-based funds.

Favourable location of the facility: The company has a locational advantage with the manufacturing facilities located in
Guntur district which is one of the prominent cotton growing belts in Andhra Pradesh. Furthermore, the plant is also in proximity
to Khammam & Warangal, prominent cotton-growing belts in the Telangana region providing easy off-take. ASPL procures cotton
from Andhra Pradesh resulting in lower transportation costs.

Diversified customer and supplier base: The customer base of the company is diversified with customers spread across the
states of Maharashtra, Karnataka, Tamil Nadu West Bengal, and others. The company also has a stable supplier base wherein
the company procures its raw materials from farmers and Bombay Dyeing.

Liquidity: Stretched

The liquidity position of the company is stretched due to lower gross cash accruals during FY23 of Rs.1.94 crore as against the
repayment obligation of Rs.0.74 crore during FY24. This apart, the working capital utilization of the company is very high at 98%
for the past 12 months ended June 2023. Also, ASPL has a cash and bank balance of Rs.0.35 crore as of March 31, 2023.

Assumptions/Covenants: Not Applicable
Environment, social, and governance (ESG) risks: Not Applicable

Applicable criteria
Definition of Default
Policy in respect of non-cooperation by issuers
Rating Outlook and Rating Watch
Manufacturing Companies
Liguidity Analysis of Non-financial Sector Entities
Financial Ratios — Nonfinancial Sector
Cotton Textile

About the company and industry
Industry classification

Macro-Economic Indicator \ Sector Industry Basic Industry

Consumer Discretionary Textiles Textiles & Apparels Other Textile Products
Ajanta Spintex Private Limited (ASPL) was incorporated in 2010 with an initial capacity of 24,520 spindles. The Managing Director
of the company is Mr. I Dhana Reddy along with his family members. ASPL is engaged in the manufacturing of cotton yarn with
its spinning facilities located in Guntur district. The company manufactures yarn ranging between 24’s to 40’s count and it changes
as per the orders placed by the customers. The company procures the lint from various dealers and farmers depending on the
price and quality and manufactures the yarn in varied counts. The promoters belong to the same family having vast experience
in the cotton industry.

Brief Financials (X crore) \ March 31, 2021 (A) March 31, 2022 (A) \ March 31, 2023 (A)
Total operating income 93.35 124.21 77.46
PBILDT 7.13 7.19 5.54
PAT 1.88 1.82 0.55
Overall gearing (times) 3.06 291 2.55
Interest coverage (times) 1.95 2.00 1.55

A: Audited UA: Unaudited; Note: ‘the above results are latest financial results available’
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https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition%20-%20August%202024.pdf
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https://www.careratings.com/pdf/resources/CARE%20Ratings%E2%80%99%20criteria%20on%20Financial%20Ratios%20-%20Non%20Financial%20Sector%20-%20March%202023.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20for%20Cotton%20Textile%20Manufacturing%20November%202022(30-11-22).pdf
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Status of non-cooperation with previous CRA: CRISIL Ratings has placed Ajanta Spintex Private Limited in the Issuer Not
Cooperating category vide press release dated September 15, 2023, on account of its inability to review in the absence of requisite
information.

Acuite (SMERA) Ratings has placed Ajanta Spintex Private Limited in the Issuer Not Cooperating category vide a press release
dated October 23, 2023, on account of its inability to review in the absence of requisite information.

Any other information: Not applicable

Rating history for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Complexity level of various instruments rated: Annexure-4
Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Name of the ISIN Date of Coupon Maturity Size of the Issue Rating Assigned along
Instrument Issuance | Rate (%) Date (X crore) with Rating Outlook

Fund-based - i ) 26.00 CARE B+; Stable; ISSUER
LT-Cash Credit ' NOT COOPERATING*
Fund-based - i i January 31 8.64 CARE B+; Stable; ISSUER
LT-Term Loan 2026 ' NOT COOPERATING*

*Issuer did not cooperate; based on best available information.

Annexure-2: Rating history for the last three years

Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)
Name of the and and and and

Amount . s . .
Ins?r_u_ment/ Bank Type Outstanding | Rating Rat_lng(s) Rat_lng(s) Rat_lng(s) Rat_lng(s)
Facilities (X crore) assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2025 2024 2023 2022
care B DOARE [ DOARE
1 Fund—base_d - LT- LT 26.00 Stable; ISSUER | Stable Stable _
Cash Credit NOT (20-Sep- (16-Aug-
$ 3
COOPERATING 23) 22)
care B, DORE [ T)OARE
) Fund-based - LT- LT 8.64 Stable; ISSUER | Stable Stable _
Term Loan NOT (20-Sep- (16-Aug-
$ 3
COOPERATING 23) 22)

*Issuer did not cooperate; based on best available information.
LT: Long term

Annexure-3: Detailed explanation of covenants of the rated instruments/facilities: Not applicable

Annexure-4: Complexity level of the various instruments rated

Sr. No. \ Name of the Instrument Complexity Level \
1 Fund-based - LT-Cash Credit Simple
2 Fund-based - LT-Term Loan Simple

Annexure-5: Lender details
| To view the lender wise details of bank facilities please click here |
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of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any

clarifications.
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About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE 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. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with
the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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