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Divya Textile Industries

May 03, 2019
Rating
Facilities Amount Ratings Rating Action
(Rs. crore)
Long- term Bank 13.18 CARE B+; Stable Assigned
Facilities ' (Single B Plus; Outlook: Stable)
13.18
Total (Rupees Thirteen crore and
Eighteen Lakh only)

Details of instruments/facilities in Annexure -1

Detailed Rationale & Key Rating Drivers

The rating assigned to the bank facilities of Divya Textile Industries is constrained on account of implementation and
stabilization risk associated with its on-going debt-funded capex for setting up manufacturing facility for Grey Fabrics. The
rating is further constrained on account of its presence in a highly competitive and fragmented textile industry along with
susceptibility of operating margins to volatility in raw material prices.

The rating, however, derives strength from experienced promoter in textile industry with accessibility of existing selling
and distribution network of the group companies, location advantages and fiscal benefits.

DT/I’s ability to stabilize its operations by commencing commercial production within envisaged time and cost parameters
and achieving envisaged level of sales and profitability would be key rating sensitivities.

Detailed description of the key rating drivers

Key Rating Weaknesses

Implementation and stabilization risk associated with on-going debt-funded capex

DTl is implementing project of manufacturing grey fabric at a total cost of Rs.17.21 crore, proposed to be funded through
debt/equity mix of 4.68 times with and envisaging commencement of commercial operation from June 2019 onwards. Till
March 28, 2019, the firm has incurred 11.62% of the envisaged project cost funded through promoters’ capital. As
majority of cost is yet be incurred, project implementation risk in terms of timely completion of the project within
envisaged cost parameters persists. Further, stabilization risk in terms of achieving envisaged sales volume and realization
is also critical for the firm. However, availability of existing marketing and distribution network of group mitigates this risk
to a certain extent.

Presence in the highly competitive and fragmented textile industry

DTl operates in textile industry, which is highly competitive and fragmented industry marked by presence of large number
of independent and small scale unorganized players leading to high competition among industry players. The smaller
companies with limited presence in textile value chain are more vulnerable to intense competition and have limited
pricing flexibility, which constrains their profitability.

Susceptibility of operating margins to volatility in raw material costs

Major Raw Material for DTl is Polyester Yarn. The prices of raw materials move in tandem with international prices, which
in turn have positive correlation with the prices of petrochemical products. Prices of raw material i.e. Polyester Yarn are
primarily dependent on prices of crude oil which are volatile in nature. Considering the highly fragmented nature of
textile industry and limited bargaining power with the customers and suppliers; any adverse volatility in the raw material
prices may hamper the firm’s margins.

Key Rating Strengths

Experienced promoter with access to existing selling and distribution network of the group companies

The key promoter, Mr. Sushilkumar Fatehpuria, has more than three decades of experience in textile industry and having
Directorship in M/s. Divya Fashion Private Limited (DFPL) since last 10 years. DFPL is engaged in manufacturing of Sarees.
DFPL is based at Surat and having around 200-250 wholesale customer base at Andhra Pradesh and Telangana. DTI will
benefit from the customer base and distribution channel established by DFPL.

Fiscal Benefits receivables

DTl is eligible to receive various fiscal benefits from state government i.e. capital subsidy 25% for under Subsidy schemes
introduced by Government of Telangana to promote Textile Manufacturing and 8% Interest subsidy from State
government.
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Location advantage by way of presence in textile hub

DTI plant is located in Telangana which is considered to be one of the emerging textile hubs in India. The presence in
textile hub provides additional advantage of easy market availability for its product to DTI along with lower logistic
expenditure (both on the transportation and storage). It enjoys good road, rail and air connectivity leading to better lead
time and facilitating delivery of finished products in a timely manner.

Analytical approach: Standalone

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition

Financial ratios — Non-Financial Sector

Rating Methodology-Manufacturing Companies

About the Company

Surat (Gujarat) based Divya Textile Industries (DTI) was established in February, 2019 as a Proprietorship Firm by Mr.
Sushil Fatehpuria to undertake a project for manufacturing of Grey Fabric. DTl is setting up a plant in Telangana with a
proposed installed capacity of 21.84 lakh meters of grey fabric per annum having total cost of Rs.17.21 crore proposed to
be funded through debt/equity mix of 4.68 times. DTl is envisaging to commence commercial operations from June 2019
onwards.

Mr. Sushilkumar Fatehpuria is director in Divya Fashion Private Limited (DFPL, engaged in Manufacturing of Ladies wear
Sarees) since last 10 years. DTl is planning to Target the existing customer base of DFPL mainly wholes seller located in
Hyderabad, Andhra Pradesh and Telangana region. The key raw material i.e. polyester yarn will be procured entirely from
domestic market (mainly Surat).

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2

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/regulators or others are welcome
to write to care@careratings.com for any clarifications.

Analyst Contact:

Name: Mr Kalpesh Patel

Tel: (079) 40265611

Mobile: +91- 99090 26322

Email: kalpesh.patel@careratings.com

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

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.
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Disclaimer

CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. 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.

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is 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.

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the | Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Fund-based - LT-Term - - March,2026 11.78 CARE B+; Stable
Loan
Fund-based - LT-Cash - - - 1.40 CARE B+; Stable
Credit
Annexure-2: Rating History of last three years
Sr. No. Name of the Current Ratings Rating history
Instrument/Bank | Type Amount Rating | Date(s) & | Date(s) & | Date(s) & | Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in | assigned in | assigned in | assigned in
2019-2020 | 2018-2019 | 2017-2018 | 2016-2017
1. |Fund-based - LT- LT 11.78 CARE B+; - - - -
ITerm Loan Stable
2. |Fund-based - LT- LT 1.40 CARE B+; - - - -
Cash Credit Stable
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CARE Ratings Limited

(Formerly known as Credit Analysis & Research Ltd.)
Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022
Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD

Mr. Deepak Prajapati
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Cell: +91-9099028864
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BENGALURU

Mr. V Pradeep Kumar

Unit No. 205 -208, 2nd Floor , Prestige Meridian 1, No. 30,
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Cell: +91 98407 54521
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Mr. V Pradeep Kumar
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Mr. V Pradeep Kumar
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HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
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Cell : + 91 90520 00521

Tel: +91-40-4010 2030

E-mail: ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni

304, Pashupati Akshat Heights, Plot No. D-91,
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E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal
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E-mail: priti.agarwal @careratings.com

NEW DELHI
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