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rens Amount L1
Facilities Ratings Remarks

(Rs. crore)

Lone-term Bank Facilities 14.67 CARE BB- ; Stable outlook Revised from CARE BB; Stable

g (Double B Minus : Stable) (Double B : Stable)
Short-term Bank Facilities 0.33 CARE A4 Reaffirmed

(A Four)
15.00
Total Faciliti
otal Facilities (Rupees fifteen crore only)

Detailed Rationale & Key Rating Drivers

The revision in ratings assigned to the bank facilities of Erode Sri Palani Murugan Spinning Mills Private Limited(ESPMSPL)
factors in decline in total operating income and profitability margins along with switch over of nature of business from
cotton yarn to rayon yarn. The ratings continue to be tempered by working capital intensive nature of operations, highly
fragmented industry. The ratings, however, continue to derive strength from Long track record of the company and
experience of the promoters for more than one decade in textile industry, Satisfactory capital structure and debt coverage
indicators and stable outlook of textile industry.

Going forward, the ability of the company to improve its scale of operations, sustain profitability margins amidst volatility in
raw material prices, maintain capital structure and effective management of working capital requirements remains the key
rating sensitivities.

Detailed description of the key rating drivers

Key Rating Weakness

Small Scale of operation with moderate net worth base

The scale of operation of the company stood small marked by total operating income which has marginally declined from
Rs.33.39 crore in FY18 to Rs.31.04 crore in FY19(Prov.). However, the company’s size of operation remained moderate
marked by net worth base of Rs.13.09 crore in FY18 marginally increased to Rs. 13.92 crore in FY19(prov.).

Decline in profitability margins
The PBILDT margin of the company had marginally declined from 11.87% in FY18 to 11.42% in FY19(Prov.). Further the PAT
margin had declined by 5 bps in FY19(Prov.).

Working capital intensive nature of operation
The operating cycle of the company though improved but stood elongated at 114 days in FY19(Prov.) as against 150 days in
FY18.

Highly fragmented and competitive business segment due to presence of numerous players
The company is engaged into a fragmented business segment and competitive industry. The market consists of several small
to medium-sized company’s that compete with each other along with several large enterprises..

Key Rating Strengths

Long track record of the company and experience of the promoters for more than one decade in textile industry

Erode Sri Palani Murugan Spinning Mills Private Limited (ESPMSPL) was promoted by Mr. E. Palanisamy (Managing Director)
and others. Mr.E.Palanisamy has more than 20 years of experience in textile industry. Mr.S.Palanisamy (Director),
Mr.P.Pramod Kumar (Director), Mr.M.Kandasamy (Director) and Mr.R.Sivalingam (Director) have more than 15 years of
experience in textile industry. Mr.P.Pavathal (Director) has more than 10 years of experience in textile industry. Due to long
experience of the promoters, they were able to establish long term relationship with clientele which will help in growing the
business in near future.

Satisfactory capital structure and debt coverage indicators
The capital structure of the company marked by overall gearing stood satisfactory at 1.12x as of March 31, 2018 and
marginally improved to 1.02x as of March 31, 2019 (prov.). The debt coverage indicators marked by total debt/GCA stood

1Complet‘e definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.
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satisfactory at 6.46x in FY19(Prov.) marginally improved from 6.47x in FY18. Furthermore, the interest coverage ratio
remained satisfactory at 2.64x in FY19(Prov.) despite decline from 2.80x in FY18.

Stable outlook of Textile industry

The future for the Indian textile industry looks promising, buoyed by both strong domestic consumption as well as export
demand. With consumerism and disposable income on the rise, the retail sector has experienced a rapid growth. The
Government of India has started promotion of its ‘India Handloom’ initiative on social media like Facebook, Twitter and
Instagram with a view to connect with customers, especially youth, in order to promote high quality handloom products. The
Revised Restructured Technology Up gradation Fund Scheme (RRTUFS) covers manufacturing of major machinery for
technical textiles for 5 per cent interest reimbursement and 10 per cent capital subsidy in addition to 5 per cent interest
reimbursement also provided to the specified technical textile machinery under RRTUFS.

Liquidity -Stretched

The current ratio of the company had deteriorated from 1.01x as of March 31, 2018 to 0.99x as of March 31, 2019(Prov.) and
remained stretched. The cash and cash equivalents stood at Rs.0.10 crore as on March 31, 2019(Prov.) as against Rs.0.15
crore as on March 31, 2018. For the 12 months ended August 31, 2019, the unutilized working capital stood at 10 %.

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
Criteria for Short Term Instruments

About the Company

Erode Sri Palani Murugan Spinning Mills Private Limited (ESPMSPL) is a Tamil Nadu based company, which was incorporated
in 2006 and promoted by Mr. E. Palanisamy and others as a Private Limited company. The company had switched over its
nature of business from manufacturing of cotton yarn to rayon yarn.

Brief Financials (Rs. crore) FY18 (A) FY19(P)
Total operating income 33.39 31.04
PBILDT 3.96 3.54
PAT 0.90 0.82
Overall gearing (times) 1.12 1.02
Interest coverage (times) 2.80 2.64

A: Audited; P:Provisional

Status of non-cooperation with previous CRA: CRISIL B+;Stable/CRISIL A4 Issuer did not cooperate; based on best-available
information. PR date: June 20, 2019

Any other information: Not applicable
Rating History for last three years: Please refer Annexure-2

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 2025 4.17 CARE BB-; Stable
Loan
Non-fund-based - ST- - - - 0.33 CARE A4
Bank Guarantees
Fund-based - LT-Cash - - - 10.50 CARE BB-; Stable
Credit
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Annexure-2: Rating History of last three years

Sr. Name of the Current Ratings Rating history
No. 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-Term LT 4.17 CARE BB- - 1)CARE BB; - -
Loan ; Stable Stable
(10-Oct-18)
2. Non-fund-based - ST- ST 0.33 CARE A4 - 1)CARE A4 - -
Bank Guarantees (10-Oct-18)
3. Fund-based - LT-Cash LT 10.50 CARE BB- - 1)CARE BB; - -
Credit ; Stable Stable
(10-Oct-18)

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.
Contact us
Media Contact
Mradul Mishra
Contact no. — +91-22-6837 4424
Email ID — mradul.mishra@careratings.com

Analyst Contact

Group Head Name - Manish Kumar

Group Head Contact no.- 040-67937415

Group Head Email ID - manish.kumar@careratings.com

Business Development Contact
Name: Uma. S

Contact no. : 9894321525

Email ID : uma.s@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 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.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. 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. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, 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. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

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