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Amount

Facilities/Instruments (X crore) Rating* Rating Action
CARE BB+; Stable; Rating continues to remain under ISSUER
Long Term Bank Facilities 319.85 ISSUER NOT NOT COOPERATING category and
COOPERATING* Downgraded from CARE BBB-; Stable

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

Rationale and key rating drivers

CARE Ratings Ltd. had, vide its press release dated August 5, 2024, placed the rating of Sathy Silks Private Limited (SSPL)
under the ‘issuer non-cooperating’ category as SSPL had not paid the surveillance fees for the rating exercise as agreed to
in its Rating Agreement. SSPL continues to be non-cooperative despite repeated requests for submission of information
through e-mails, phone calls and a email dated January 15, 2025. In line with the extant SEBI guidelines, CARE Ratings Ltd.
has reviewed the rating on the basis of the best available information which however, in CARE Ratings Ltd.’s opinion is not
sufficient to arrive at a fair rating

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise
caution while using the above rating(s).

The revision in the rating is pursuant to Securities and Exchange Board of India (SEBI)'s circular no.
SEBI/HO/MIRSD/CRADT/CIR/P/2020/2 dated January 3, 2020, regarding ‘Strengthening of the rating process in respect of
Issuer Non-Cooperation (INC) ratings’. SEBI has in this circular mentioned that “If an issuer has all the outstanding ratings
as non-cooperative for more than 6 months, then the Credit rating agency (CRA) shall downgrade the rating assigned to
the instrument of such issuer to non-investment grade with INC status.”

The rating continues to be constrained by moderate capital structure, SSPL’s presence in the competitive and fragmented
retail industry, and profitability margins exposed to volatility in gold prices and cotton prices. The rating, however, takes
into account, the promoters’ long-standing experience in the textile and jewellery retailing business, well-established brand
of ‘The Chennai Silks" (TCS), and strategic location of the showrooms with an established operational track record. The
rating factors in the operational synergies regarding the purchase of textile garments through the group’s common
procurement network, and a stable financial profile.

Analytical approach: Standalone

Outlook: Stable

Detailed description of the key rating drivers:

At the time of last rating on August 5, 2024 the following were the rating strengths and weaknesses.

Key weaknesses

Growth in scale of operations in FY23, however, declined profitability

In FY23, SSPL reported income of ¥534.03 crore in FY23 (PY: 3214.18 crore) owing to the acquisition of the jewellery
business of the group entity ‘Swathi Traders’ effective September 2022 and the commencement of operations of the spinning
and knitting project from October 2022. The profitability for FY21 and FY22 was boosted by rental income received from
sister concern Swathi Traders. Post the acquisition, SSPL stopped receiving rental income from Swathi Traders, leading to
moderation of PBILDT margin to 8.26% in FY23 (PY: 14.23%). The PBILDT margin further moderated to 6.09% in 9mFY24
due to increased overheads in spinning amid lower demand due to slowdown in the industry.

Moderate capital structure due to the debt-funded capex

The overall gearing moderated at 2.38x as on March 31, 2023 (PY: 0.97x). The company had incurred debt-funded capex
of X170 crore funded by term loans of 122 crore, unsecured loans of X33 crore from the promoters and rest by accruals
towards setting up a new unit with 34656 spindles and 24 knitting machines which commenced operations from October
2022. The company also availed COVID-19 loans of %24 crore in FY23. Additionally, SSPL has acquired the debt working
capital borrowings from “Swathi Traders”. The unsecured loans of ¥41.30 crore from the promoters had been subordinated
to bank borrowings and treated as quasi equity.

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.

1 CARE Ratings Limited


http://www.careedge.in/

Press Release ca re :

RATINGS

Highly competitive and fragmented nature of industry

The gold and jewellery and textile retail industry in India are characterised by the presence of a large number of organized
and unorganized players, with the share of the organized jewellery retail sector at a mere 20%. Despite being an established
brand in the south Indian retail jewellery and textile market, the company is exposed to intense competition from some of
the other regional players, which could lead to pressure on its margins.

Profitability margins exposed to volatility in gold prices and cotton prices

The company commenced spinning segment from October 2022. The profitability of spinning mills is susceptible to the
movement in raw cotton prices, which is the key raw material cotton yarn production. SSPL’s profit margins are exposed to
the volatile gold prices. The company has to maintain sufficient inventory with a variety of designs to meet the customer’s
demand, exposing it to the risk of volatile gold prices.

Key strengths

Significant experience of the promoter in the textile and jewellery retailing business

N. K. Nandhagopal (S/o A. Kulandaivel, founder of TCS Group), SSPL’s Managing Director, has been involved in the textile
and jewellery retailing business for more than two decades. He has vast experience in various spheres of the textile and
jewellery business, including general management, strategic planning, purchase, marketing, selection of locations, and
construction of showrooms among others. He is assisted by senior management executives with considerable experience in
similar line of business.

Leveraging upon well-known brand image of ‘The Chennai Silks’

The TCS group has been engaged in the textile retailing business under the brand image of ‘Chennai Silks’ for nearly five
decades. The entire group went through the process of demerger among the family members in April 2010, wherein the
then existing businesses had been distributed among the seven sons of Kulandaivel Mudaliar. Post demerger, all textile
retail showrooms operated by the brothers continue to operate under the common brand name of *The Chennai Silks’, and
all the jewellery retail showrooms operate under the brand name of ‘Sree Kumaran Thangamaligai’.

Strategic location of the showrooms with established operational track record

SSPL currently has four textile showrooms and eight jewellery showrooms. The company’s showrooms are divided based
on geographies in such a way that there is no competition between two firms belonging to the same Chennai Silks group.
All the showrooms are located in prime localities thereby providing higher footfalls. The company has closed two showrooms
located at Chittoor and Pudhukottai due to lower footfall.

Operational synergies derived with regard to purchase of garments

A critical factor in ensuring success of operations of the retailing company is to ensure access to and retention of a strong
vendor base. SSPL, in addition to all other erstwhile Chennai Silks entities managed by the brothers, collectively source their
purchase requirements through a partnership firm, TCS, which is owned and managed by one of the brothers. TCS acts as
a single point of sourcing textiles for all the entities, thereby reducing procurement cost due to efficiencies arising due to
the economies of scale.

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

Applicable criteria

Policy in respect of Non-cooperation by issuer
Definition of Default

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies

Financial Ratios — Non financial Sector

Cotton Textile

Retail

Wholesale Trading

About the company and industry
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Industry classification

" Industry Basic Industry

Macro-Economic Indicator \ Sector
Textiles

Consumer Discretionary Textiles & Apparels Trading - Textile Products

SSPL, originating from ‘The Chennai Silks Group’ of concerns, is engaged in the business of textile and jewellery retailing in
the brand name, ‘The Chennai Silks’ and “Sree Kumaran Thanga Maaligai’. SSPL runs six textile showrooms and eight
jewellery showrooms at various locations in and around Tamil Nadu. N. K. Nandhagopal, Managing Director, also manages
a textile showroom under Shree Nandhi Silks Private Limited, apart from SSPL. He also manages M/s. Teemage Builders
Private Limited (TBPL; rated ‘CARE BBB; Stable’), which manufactures precast concrete slabs used in the construction

industry.

Brief Financials (X crore)

31-03-2022 (A)

31-03-2023 (A)

9mFY24 (UA)

Total operating income 214.35 534.03 818.85
PBILDT 30.49 44.13 49.89
PAT 14.57 11.65 NA
Overall gearing (times) 0.97 2.38 NA
Interest coverage (times) 5.69 2.48 2.55

A: Audited; UA: Un audited; NA: Not available; Note: ‘These are latest financial results available’

Status of non-cooperation with previous CRA: Not applicable

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

2l Maturity Size of the !latlng
Name of the Issuance Coupon Assigned and
Date (DD- Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating
YYYY) Outlook
CARE BB+;
Fund-based - d
LT-Cash - - - 205.00 Stab'e,\] éfUER
Credit COOPERATING*
CARE BB+;
Fund-based - Stable; ISSUER
LT-Term Loan - - March 2030 114.85 NOT
COOPERATING*

*Issuer did not cooperate; based on best available information.
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Annexure-2: Rating history for the last three years

Current Ratings Rating History

Date(s) Date(s) Date(s)
s N f th and and and
r. ame ot the Date(s) and Rating(s Rating(s Rating(s
No Instrument/Ba Amount X
L Typ . . CE O] ) ) )
nk Facilities Outstandin | Rating N ) ) i i
(X crore) assigned in assigne assigne assigne
J 2024-2025  din din din
2023- 2022- 2021-
1)CARE BBB-; 1)CARE
BBB-;
Stable; Positive
CARE BB+; ISSUER NOT (02-May- | 1)CARE
COOPERATIN
Fund-based - LT- Stable; G* 23) BBB-;
11 cash Credit LT 205.00 ISSUER NOT (05-Aug-24) Stable -
COOPERATIN d 2)CARE | (12-Apr-
* .
G 2)CARE BBB-; BBB. : 22)
Positive
Stable (05-Apr-
(02-Apr-24) 23)
1)CARE BBB-; L)CARE
BBB-;
Stable; Positive
CARE BB+; ISSUER NOT (02-May- | 1)CARE
COOPERATIN
Fund-based - LT- Stable; G* 23) BBB-;
Term Loan LT 114.85 ISSUER NOT (05-Aug-24) Stable -
COOPERATIN 9 2)CARE | (12-Apr-
* .
G 2)CARE BBB-; BBE-; 22)
Positive
Stable (05-Apr-
(02-Apr-24) 23)

*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 |

Note on the complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the
basis of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.
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Mradul Mishra Sandeep P
Director Director
CARE Ratings Limited CARE Ratings Limited
Phone: +91-22-6754 3596 Phone: 914428501002
E-mail: mradul.mishra@careedge.in E-mail: sandeep.prem@careedge.in
Relationship Contact Naveen S

Associate Director
Ankur Sachdeva CARE Ratings Limited
Senior Director Phone: 914224502305
CARE Ratings Limited E-mail: naveen.kumar@careedge.in
Phone: 91 22 6754 3444
E-mail: Ankur.sachdeva@careedge.in Gokila Sivaraj

Analyst

CARE Ratings Limited

E-mail: gokila.sivaraj@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 the detailed Rationale Report and subscription information,
please visit www.careedge.in
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