~&i= Ratings
Professianal Rk Opinsan

Press Release

Sri Spinners
December 09, 2019
Rating

Facilities Amount (Rs. crore) Ratings1 Rating Action

CARE BY; Stable Issuer not cooperating*;

- ISSUER NOT COOPERATING* . ’

Long -term Bank Facilities 5.57 (Single B Plus; Outlook:Stable) based'on best a.\vallable
information

Issuer not cooperating*

Total Facilities 5.57

(Rupees Five crore and
fifty seven lakh only)

Details of instruments/facilities in Annexure

Detailed Rationale & Key Rating Drivers

CARE has been seeking information from Sri Spinners (SS) to monitor the rating vide e-mail communications/ letters dated
August 02, 2019, September 04, 2019, November 07, 2019, November 11, 2019 and numerous phone calls. However, despite
our repeated requests, the firm has not provided the requisite information for monitoring the rating. In line with the extant
SEBI guidelines, CARE has reviewed the rating on the basis of publicly available information which however, in CARE’s
opinion is not sufficient to arrive at fair rating. The rating on Sri Spinners bank facilities will now be denoted as CARE B+;
Stable; ISSUER NOT COOPERATING*.

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

Detailed description of the key rating drivers

At the time of last rating September 07, 2018 the following were the rating strengths and weaknesses:

Key Rating Weakness

Project implementation risk

The manufacturingplantis spread over 4 acers of land in Dindugal, Tamil Nadu. The construction of the plant was completed
in June 2017. The commercial operations are expected to commence from September 2018. The total project cost is
estimated at Rs.12.70 crore and it is financed through term loan of Rs.4.60 crore and unsecured loan of Rs.2.00 crore from
partners and promoter contribution of Rs.6.10 crore. Of the total project cost, Rs.12.67 crore (99.70%) has been incurred as
of August 30, 2018. However during the trail run period SS executed orders of Rs.0.33 crore in the month of July 2018.

Profitability susceptible to volatile raw material prices

The spinningunits areexposed to the pricerisk of raw material. These units also tend to purchase cotton when the prices are
relatively favourableand build up the stock. Further the pricefluctuationis linked to monsoon, increasing manufacturing cost
and the demand & supply dynamics which cause cotton prices to fluctuate sharply.

Partnership nature of constitution

SS, being a partnership firm, is exposed to inherent risk of the partner’s capital being withdrawn at time of personal
contingency and firm being dissolved upon the death/retirement/insolvency of the partners. Moreover, partnership firm
business has restricted avenues to raise capital which could prove a hindrance to its growth.

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

Key Rating Strengths

Vast experience of the promoters in spinning industry

Mr S Somasundharam, a graduate, has an experience of about 35 years and Mr Thiyagarajan has an experience of about 20
years in the spinning industry.. The firm is expected to gain benefit from the experience of the promoters and establish a
good relationship with customers and suppliers.

Locational advantage and achievement of financial closure
The firm is located in Dindigul district which has the second largest textile spindling capacity in the state of Tamil Nadu.
Dindigul is connected by three national highways and the closest international airportis located 60 kms away, in Madurai.

1Cc»mplel‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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The manaufacturing unit, is located 15kms away from Dindigul railway station and is well connected the Chennai and
Madurai cities.
The term loan has been sanctioned of Rs. 4.60 and Rs.4.57 crore has been disbursed and utilized as of August 30, 2018.

Stable demand outlook for polyester cotton yarn industry

The stable cotton outlook is in view of an increase in acreage, a rise in supply in 1QFY18 (due to demonetisation) and a
decline in global inventory assisting with a balanced supply. Ind-Ra expects operating profitability levels of Indian cotton
ginners and exporters to moderate in FY18. Liquidity position of small players was acutely affected due to a surge in cotton
prices in 1HFY17, followed by a challenging operating environmentin 2HFY17 due to demonetisation. (Source of information:
Economic times market)

Analytical Approach: Standalone

Applicable Criteria

Policy in respect of Non-cooperation by issuer
Criteria on assigning Outlook to Credit Ratings
CARE's Policy on Default Recognition

Financial ratios — Non-Financial Sector

Rating Methodology - Manufacturing Companies

About the Firm

Dindugal (Tamil Nadu) based Sri Spinners (SS) was established as a partnershipfirmonJuly 14, 2017. Mr. R. Thiyagarajan and
Mr S. Somasundharam are the partners of the firm. The firm proposes to establish a spinning mill with installed capacity of
10,000 spindles per month. The estimated project costis Rs. 12.70 crore, of which Rs. 4.60 crore is financed by way of term
loan, Rs.2.00 crore by way of unsecured loan from partners and the remaining Rs.6.10 crore by way of own funds. The firm
will beengaged in manufacturing of polyester cotton yarn of 54’ no count which is used in manufacturing of Polyester cotton
fabrics. The firm procures raw cotton and polyester from local suppliers in and around Dindugal District in Tamil Nadu. SS
started its trail run on July 14, 2018 and is expected to start its commercial operations from September, 2018. However
during the trail run period SS executed orders of Rs.0.33 crore to Maliyan Textiles (Mumbai) as on August 29, 2018. The
expected to targeting the customers in and around Dindigul, Salem and Tirupur in Tamil Nadu, Karnataka, Kerala and
Maharashtra states.

Brief Financials- Duringlastreview the firmwas projectstage and latestinformationis notavailable
Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History (Last three years): Pleaserefer Annexure-2

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Rating assigned along with
Instrument Issuance Rate Date Issue Rating Outlook
(Rs. crore)
Fund-based - LT- - - March 2025 [3.75 CARE B+; Stable; ISSUER NOT
Mortgage Loan facility/ COOPERATING*
Asset backed financing Issuer not cooperating; Based on
best availableinformation
Fund-based - LT-Term - - March 2025 [0.82 CARE B+; Stable; ISSUER NOT
Loan COOPERATING*
Issuer not cooperating; Based on
best availableinformation
Fund-based - LT-Cash - - - 1.00 CARE B+; Stable; ISSUER NOT
Credit COOPERATING*
Issuer not cooperating; Based on
best availableinformation

*Issuer did not cooperate; based on best availableinformation
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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- LT 3.75 CARE B+; Stable; - 1)CARE B+; - -
Mortgage Loan facility/ ISSUER NOT Stable
Asset backed financing COOPERATING* (25-Sep-18)
Issuer not
cooperating; Based
on best available
information
2. [Fund-based - LT-Term LT 0.82 CARE B+; Stable; - 1)CARE B+; - -
Loan ISSUER NOT Stable
COOPERATING* (25-Sep-18)
Issuer not
cooperating; Based
on best available
information
3. [Fund-based - LT-Cash LT 1.00 CARE B+; Stable; - 1)CARE B+; - -
Credit ISSUER NOT Stable
COOPERATING* (25-Sep-18)
Issuer not

cooperating; Based
on best available
information

*Issuer did not cooperate; based on best availableinformation

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.
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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: Pradeep Kumar

Contact no. : 044-28501001

Email ID : pradeep.kumar@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has establisheditselfas 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 placein
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raisecapital for their various requirements and assists the investors to form an informed investment
decision based on the credit riskand their own risk-return expectations.Our ratingand grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.

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 changein 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 thatit 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.
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