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Brief Rationale

JULY 23, 2015
CARE ASSIGNS ‘CARE BB+’ AND ‘CARE A4+’ RATINGS TO THE BANK FACILITIES OF

SRI RAJA VINAYAGAR MILLS

Ratings
Facilities Amount Ratings1 Remarks
(Rs. crore)

ARE BB+

Long-term Bank Facilities 24.07 (D:uble B Plus) Assigned
ARE A4+

Short-term Bank Facilities 3.00 (AcFour Plus) Assigned

Total Facilities 27.07

Rating Rationale
The ratings assigned to the bank facilities of Sri Raja Vinayagar Mills (SRVM) are constrained by the firm’s relatively small

albeit growing scale of operations, its exposure to volatility in raw material prices, working capital-intensive nature of its

operations and constitution of the entity as a partnership firm.

The ratings, however, draw strength from the vast experience of the partners in the textile sector, their established
relationship with reputed clientele in the knitting industry and financial risk profile of the firm marked by stable profit

margins and moderate overall gearing level.

Going forward, the ability of the firm to increase the scale of operations, improve its profit margins & capital structure

while effectively managing the working capital requirements are the key rating sensitivities.

Background
SRVM is a Coimbatore-based partnership firm engaged in manufacturing and sale of cotton yarn and grey cotton fabric.

The firm was promoted in 2003 by Mr R Saminathan and his brother-in-law, Mr C. Palanisamy, each with over 20 years of
experience in cotton textile industry. SRVM started its operations with an installed capacity of 6,000 spindles and in the
past undertook expansion in a phased manner. As on March 31, 2015, the firm has an installed capacity of 25,500
spindles. SVRM manufactures cotton yarn in the 40’s count. The firm outsources grey cotton fabric manufacturing to local

job work companies and supplies the final fabric to various knitting units in Tirupur and Kolkata.

During FY15 (refers to the period Aprill to March 31), sale of cotton fabric contributed 80% of the total income of SRVM,

while sale of yarn contributed 20% of the total income.

During FY14, SRVM generated a PBT of Rs.0.5 crore on a total operating income of Rs.23.9 crore. As per provisional FY15,

SRVM generated a PBT of Rs.0.4 crore on a total operating income of Rs.23.2 crore.
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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.

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 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 assigned by CARE is based on the capital deployed by the partners/proprietor
and the financial strength of the firm at present. The rating 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.
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