Press Release Care 102

RATINGS

December 13, 2024

Facilities/Instruments Amount (X crore) Rating! Rating Action

Long-term instruments 9.50 CARE B; Stable Reaffirmed

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The reaffirmation of rating assigned to the instrument of Premier Synthetics Limited (PSL) continues to be constrained by modest
scale of operations with fluctuating profitability margins, low cash accruals, low net worth and working capital-intensive nature of
operations. The rating is further constrained by susceptibility of profitability margins to volatile raw material prices and presence
in a highly fragmented and competitive textile industry. The rating also considers financial support provided by the promoters in
the form of interest free loan.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors
. Sustained revenue growth of over 15% annually, while maintaining operating profitability.

Negative factors
. Decline in revenue to below %20 crore on a sustained level.
. Decline in interest cover to below 1.20x on a sustained basis.
o Any debt funded capex.

Analytical approach: Standalone

Outlook: Stable
CARE Ratings Limited (CARE Ratings) believes Premier Synthetics Limited will continue to benefit from the experience of promoters
and is expected to maintain its stable operating performance in the near term with support from promoters.

Detailed description of key rating drivers:

Key strengths

Experienced promoter and regular financial support provided over the years

Earlier, PSL was headed by Anand Arya, who has 35 years of experience in the textile industry. Pursuant to completion of the
open offer, new promoters have taken over PSL from October 2015. Promoters have always supported the company’s operations
by infusion of funds as preference share and interest free unsecured loan.

Key weaknesses

Low scale of operations and losses incurred in FY24

PSL operates at a small scale. In FY24, total operating income (TOI) reported was X52.73 crore against ¥52.67 in FY23, though
the TOI generated by the company from its continuing operations stands at X7.99 crore for FY24 against NIL for FY23. In the
quarter ended March 31, 2024, the company discontinued its manufacturing operations of cotton yarn from January 01, 2024,
permanently and the company has undertaken trading of cotton and cotton yarn. The company discontinued manufacturing due
to decline in demand from the textile denim manufacturing units coupled with subdued export demand. The profitability was
adversely impacted due to low realisation of stock at the time of closure of unit and low margins inherent in the trading business.

Susceptibility of profitability margins to raw material prices

Operating profitability is moderately susceptible to volatility in the price of key raw material, cotton (which also accounts for
significant percentage of the yarn’s cost). Cotton prices are volatile as they are sensitive to international demand and supply as
well as factors such as monsoon or pest attacks. This impacts the operating margin for the companies engaged in this industry.
With the company entering this industry post discontinuing its manufacturing facilities, the company’s ability to manage its raw
material cost would be a key monitorable.

Working capital intensive nature of operations

PSL’s operations are working capital intensive as the company has to pay most of its suppliers upfront upon purchase and several
customers enjoy a larger credit period of 60-80 days. The company also has a working capital limit of X6 crore (reduced from
%9.90 crore due to reduced level of the company’s operations) from Axis Bank.

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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Presence in a highly fragmented and competitive textile industry

PSL operates in a cyclical, fragmented and commaoditised industry which is characterised by intense competition due to several
players in the organised and unorganised sector, which limits the pricing power of the players in the industry. Furthermore, the
industry is characterised by having low bargaining power for smaller players against large suppliers resulting in very low operating
margins.

Liquidity: Stretched

The company’s operations are working capital intensive. The company has availed working capital limits of X6 crore and average
utilisation has been around 60% which provides some liquidity backup. The company has cash and bank balance of around %0.07
crore as on March 31, 2024. There has been support from promoters in the form of unsecured loans in the past and is expected
to remain going forward to support the company’s operation.

The company does not have term debt. Finance cost comprises of interest on working capital borrowings. This was met through
management of working capital cycle in FY24 (reduction in debtors). Cashflow from operations stood positive at X3.28 crore in
FY24 compared to X2.16 crore in FY23.

Assumptions/Covenants: Not applicable

Environment, social, and governance (ESG) risks: Not applicable

Applicable criteria
Definition of Default
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies
Financial Ratios — Non financial Sector
Cotton Textile
Short Term Instruments
Manmade Yarn-Methodology

About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry Basic industry
Consumer discretionary Textiles Textiles and apparels Other textile products

PSL is engaged in yarn manufacturing, which is mainly used by textile denim manufacturers. Till FY17, PSL used to manufacture
yarn on a job work basis, for its group concern - Blue Blends (India) Limited (BBIL). From FY18, the company has started supplying
to independent players. The company operates a spinning unit in Ahmedabad, with an installed capacity of 55 lakh metric
tonnes/annum. In FY16, PSL successfully completed an open offer pursuant to which the original promoter, Anand Arya ceased
the company’s control. The company’s new promoters considering completion of the open offer are Gautamchand Kewalchand
Surana, Vikram Amritlal Sanghvi, Rajiv Giriraj Bansal and Sanjay Kumar Vinodbhai Majethia.

Brief Financials (X crore) March 31, 2023 (A) March 31, 2024 (A) H1FY25 (UA)

Total operating income 52.68 52.74 10.97
PBILDT 0.71 -2.79 -0.68
PAT (Total) 0.02 -2.21 0.39
PAT (Continued Business) 0.00 0.37 -0.09
Overall gearing (times) 0.79 0.61 NA
Interest coverage (times) 0.00 6.19 NA
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A: Audited UA: Unaudited; NA: Not Available; Note: these are latest available financial results

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years: Annexure-2

Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

LELEC Maturity Size of the !!atmg
Name of the Issuance Coupon Assigned and
Date (DD- Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating
YYYY) Outlook
Non-
Cumulative
Non-
Convertible
INE940N04016 12-Oct-2015 - 12-Oct-2035 9.50 CARE B; Stable
Redeemable
Preference
Shares (issued
to promoters)

Annexure-2: Rating history for last three years

Current Ratings Rating History
Date(s) Date(s)
Instroment/Bank e B [ -2 I
Facilities Type ?::_f:_:;lmg Rating assigned in assigned aR::im:Si)in assigned
2024-2025 in 2023- 2023_2023 in 2021-
2024 2022
1)CARE B;
Stable
1 Convertible LT 9.50 CAREB; | Stable Stable
Redeemable ' Stable (1>Dec | )\care B; | (11-Feb-
2 I
Preference Share 3) Stable 22)
(15-Apr-
22)

LT: Long term

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

Annexure-4: Complexity level of instruments rated

Sr. No. Name of the Instrument Complexity Level

1 Preference Shares-Non Convertible Redeemable Preference Share Simple
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Annexure-5: Lender details

To view lender-wise details of bank facilities please click here

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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Senior Director Phone: 912267543631
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Analyst

CARE Ratings Limited

E-mail: Sarthak.jindal@careedge.in

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