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Facilities Amount (X crore) Rating Action
Long Term Bank 28.15 (DoiﬁllfeEBBglté's(gautzllgok' Revised from CARE BB; Stable (Double B;
Facilities (Enhanced from 24.97) Stable’) ) Outlook: Stable)
CARE BB+; Stable /
Long Term / Short 12.00 CARE A4+ Revised from CARE BB; Stable / CARE A4+
Term Bank Facilities ) (Double B Plus; Outlook: (Double B; Outlook: Stable / A Four Plus)
Stable/ A Four Plus)
Short Term Bank CARE A4+ )
Facilities 3.00 (A Four Plus) Reaffirmed
43.15
Total Bank Facilities | (¥ Forty-Three Crore and
Fifteen Lakhs Only)

Details of instruments/facilities in Annexure-1.

Detailed rationale and key rating drivers

The revision in the ratings assigned to the bank facilities of Super Spinning Mills Limited (SSML) factor in growth in scale of
operations with improved profitability and debt coverage metrics during FY22 (refers to the period April 1 to March 31). The
ratings continue to derive strength from the vast experience of the promoters, established track record of the company and
comfortable capital structure. The ratings however are constrained by the moderate scale of operations and exposure to
fluctuation in raw material prices and cyclical nature of the textile industry.

Rating sensitivities
Positive factors — Factors that could lead to positive rating action/upgrade:
e  Ability to scale up operations above Rs.150 crores with greater product diversification.
e Ability to effectively utilize the installed capacity and improve profitability with PBILDT margin over 12% on sustained
basis.
Negative factors — Factors that could lead to negative rating action/downgrade:
e Any large debt funded capex leading to moderation in overall gearing above 2x.
e Any drop in the occupancy or rentals on the leased properties.

Detailed description of the key rating drivers

Key rating strengths

Vast experience of the promoters in textile industry and established track record of the company

SSML belongs to SARA ELGI group, in Coimbatore. SSML commenced operations in 1962 and has an installed capacity of
34,960 spindles as on March 31, 2022, in Andhra Pradesh. The board of directors comprises of experienced industrialists, with
more than three decades of experience in textile and other industries.

Improved profitability margin in FY22

SSML had stopped the production of its non-viable unit since the start of FY21. The PBILDT margin has improved from 3.09%
in FY21 to 9.71% in FY22 due to higher yarn realization and reduction in overhead costs. SSML reported PAT of Rs.0.85 crore in
FY22 as against net losses in the previous years

Comfortable capital structure in FY22

SSML has reduced its debt levels through monetization of its freehold land and sale of a unit over the past three years. During
FY22, the company had received the part of proceedings from the sale of above-mentioned unit for total consideration of
Rs.38.0 crore over last two years. The proceeds were used to lower the working capital borrowings and creditors. The capital
structure continued to remain comfortable with overall gearing of 0.32x (PY: 0.32x) as on March 31, 2022. The company
reported cash profit of Rs.2.36 crore in FY22 as against cash losses in the past. The interest coverage improved from 0.24 times
in FY21 to 2.32 times in FY22.

Key rating weaknesses

Moderate scale of operations, however, improved in FY22

SSML primarily manufactures cotton yarn since 1962. The scale of operations of the company continued to remain moderate
with total operating income of Rs.93.45 crore in FY22, albeit improved from Rs. 48.88 crore in FY21. The operating income
increased on the back of improved realization of cotton yarn and optimum utilization of manufacturing facilities.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Volatility in raw material prices

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. The cotton being the major raw material
of spinning mills, movement in cotton prices without parallel movement in yarn prices impact the profitability of the spinning
mills. The cotton textile industry is inherently prone to the volatility in cotton and yarn prices.

Liquidity: Stretched

The liquidity is stretched marked by tightly matched accruals against the repayment obligations and moderate cash balance of
Rs.3.67 crore as on March 31, 2022. The company has incurred losses in the past and was supported by infusion of unsecured
loans from promoters and monetization of assets. SSML has moderate current ratio of 0.6x as on March 31, 2022 due to
relatively higher current maturities of term loans and expenses payable. SSML has total working capital limit of Rs.12.0 crores
and the average utilization of the same stood at 57.6%. SSML has availed covid-19 emergency loans of Rs. 2.27 crore in FY22
which is used towards working capital requirements.

Industry Outlook

India is the largest producer of Cotton Yarn in the world with USD 3.5 billion worth of cotton yarn exported in 2021-22. India’s
current spindle capacity is 56.6 million spindles most of which are dedicated to producing cotton yarns only. Overall the Indian
spinning industry is estimated to grow at a CAGR of 6.3%. However, the rising cotton prices of this season have become a
subject of concern to the domestic spinning industry as the mills are facing not only a spike in raw material prices but also a
shortage in availability. Government of India (Gol) announced remission rates for RODTEP scheme which also benefited the
spinning companies in terms of recognition of revenue during FY22. According to the scheme, all the cotton-based textile
products have received favourable rates under RoDTEP.

Analytical approach
Standalone

Applicable criteria

Policy on default recognition

Financial Ratios — Non financial Sector

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

Short Term Instruments

Cotton Textile

Manmade Yarn Manufacturing

Manufacturing Companies

About the company

Super Spinning Mills Limited (SSML) incorporated in 1962, is primarily engaged in cotton yarn spinning, with a manufacturing
unit in the State of Andhra Pradesh. SSML has an aggregate installed capacity of 34,960 as on March 31, 2022. SSML
manufactures cotton yarn majorly in the higher count range of 40s to 80s.

Brief Financials (X crore) March 31, 2020 (A) March 31, 2021 (A) March 31, 2022 (A)

Total operating income 149.61 48.88 93.45
PBILDT -5.03 1.51 9.07
PAT -11.30 -2.42 0.85
Overall gearing (times) 0.32 0.32 0.32
Interest coverage (times) -0.51 0.24 2.32

A: Audited

Status of non-cooperation with previous CRA:

Not Applicable

Any other information:
Not Applicable

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

Covenants of the rated instruments/facilities: Detailed explanation of covenants of the rated instruments/facilities is

given in Annexure-3

Complexity level of various instruments rated for this company: Annexure-4
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Name of the Date of Coupon Maturity Size of the Rating Assigned along
ISIN Issue - "
Instrument Issuance Rate Date with Rating Outlook
(X crore)

Fund-based - LT-Term Loan - - De;g?lber 28.15 CARE BB+; Stable
Non-fund-based - ST-BG/LC - - - 3.00 CARE A4+
Fund-based - LT/ ST- ) ) ) 12.00 CARE BB+; Stable / CARE
CC/PC/Bill Discounting ' Ad+

history for the last three years
Current Ratings

Annexure-2: Rating

Rating History

Date(s) Date(s)

Name of the Amount and Date(s) and and DEVWIO ]

Instrument/Bank Tvoe | Outstandin Ratin Rating(s) Rating(s) Rating(s) Rating(s)
Facilities ypP (X crore) 9 9 assigned assigned in assigned assigned in

in 2022- 2021-2022 in 2020- 2019-2020

2023 2021
1)CARE BB-

i . CARE 1)CARE BB; ; 1)CARE BB-;

1 ?érr‘r‘:l E?nZid LT LT 28.15 BB+; |- Stable zosgf"sf’ée_ Stable

Stable (16-Jul21) | 500 P (27-Aug-19)
Fund-based - ST-Bill - 1)CARE A4
2 | Discounting/ Bills ST - - : DWithdrawn | gg g | LCARE A
(16-Jul-21) (27-Aug-19)
Purchasing 20)
Fund-based - ST- .

3 | Foreign Bill ST - - : : - (12)‘7’\f'/§2dfal‘g)”
Discounting 9
Fund-based - ST- .

4 | Foreign Bil ST - - ; ; - 1)Withdrawn
Discounting (27-Aug-19)

¢ | Non-fund-based - or 5,00 CARE | 1)CARE A4+ (13%? A 1)cARE A4
ST-BG/LC : Ad+ (16-uk21) | 50 P (27-Aug-19)

CARE , 1)CARE BB- .
Fund-based - LT/ BB+; égngE/ ?:i’RE ; Stable / é’gaCSFe{E/ BCiF’{E

6 | ST-CC/PC/Bill LT/ST* 12.00 Stable / | - Ad+ CARE A4 A4

Discounting CARE L (08-Sep- AL
Adt (16-Jul-21) 20) (27-Aug-19)

*Long term/Short term.

Annexure-3: Detailed explanation of the covenants of the rated instruments/facilities

Not Applicable

Annexure-4: Complexi

level of various instruments rated for this compan

Name of Instrument Complexity Level
1 Fund-based - LT-Term Loan Simple
2 Fund-based - LT/ ST-CC/PC/Bill Discounting Simple
3 Non-fund-based - ST-BG/LC Simple

Annexure-5: Bank lender details for this company

| To view the lender wise details of bank facilities please click here

Note on 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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Contact us

Media contact

Name: Mradul Mishra

Phone: +91-22-6754 3596

E-mail: mradul.mishra@careedge.in

Analyst contact

Name: Naveen S

Phone: 9944208330

E-mail: naveen.kumar@careedge.in

Relationship contact

Name: Pradeep Kumar V

Phone: +91-98407 54521

E-mail: pradeep.kumar@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.
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