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Rating Rationale

Brickwork Ratings assigns ‘BWR BB-’ for the Bank Loan Facilities

aggregating to ¥ 10.61 Cr of M/s Arun Shankar Textile.

Brickwork Ratings has assigned the following Ratings* for the Bank Loan Facilities of ¥ 10.61
Cr of Arun Shankar Textile (‘The Firm’).

Facility Limits

Tennure

(Fund Based) (XCr)

Cash Credit 6.00
BWR BB-

Term Loan 0.61 Long Term = (BWR Double B Minus)
Outlook: Stable

Proposed - Cash Credit 4.00

INR Ten Crores and Sixty

Total 10.61 One Lakhs Only

BWR has primarily relied upon the audited financials from FY13 to FY15, publicly available
information and the information/clarifications provided by the firm’s management.

The rating, inter alia, has factored the experience of partners, established customer and
supplier’s relationship, locational advantage of the unit, low gearing profile and adequate
liquidity position. However, the rating is constrained by decline in profitability margins,
moderate networth, fragmented nature of industry, vulnerability to fluctuation in the prices of
traded goods and cyclical nature of the industry (Cotton).

Background:

M/s Arun Shankar Textile is a partnership firm established on November 01, 1989 by Mr. K
Govindasamy, Mrs. G Rajeshwari and Mr. G Arun Kumar. Firm is engaged in manufacturing of
cotton yarn and cotton grey cloth. The cotton yarn manufacturing unit has an installation
capacity of 11648 spindles per day and utilizing 100% of its installed capacities and located at
Pethanaickenpalayam village, Pongalur (PO), Tamil Nadu. Cloth manufacturing unit is located
at a distance of 183 Km from cotton yarn manufacturing unit, with installed capacity of 80,000
meters/day and current utilization is at 75%.

! Please refer to www.brickworkratings.com for definition of the Ratings
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Management Profile:

Mr. K Govindasamy is Managing Partner and has an extensive experience of more than 3
decades in the same business. The other two partners of the firm are Mrs. G Rajeshwari and Mr.
G Arun Kumar, who have vast experience in Textile Industry.

Financial Performance:

As per FY15 audited financials, net revenues of the firm witnessed an improvement from %28.25
Crores in FY14 to %39.55 Crores in FY15. The operating profit and net profit margin declined
from 7.26% & 3.48% in FY14 to 6.09% & 2.78% in FY15 respectively.

Tangible net worth of the firm reported at ¥7.63 Crores in FY15. Low gearing profile reported
from debt equity of 0.96X in FY15.

Rating Outlook:

The outlook of the firm is expected to be stable for the next one year. Going forward, ability of
the firm to increase its scale of operations and profitability margins, to sustain the capital
structure and effectively manage its working capital cycle are the key rating sensitivities
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Disclaimer: Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and other reliable sources,
which are deemed to be accurate. BWR has taken considerable steps to avoid any data distortion; however, it does not examine the precision or
completeness of the information obtained. And hence, the information in this report is presented “as is” without any express or implied warranty
of any kind. BWR does not make any representation in respect to the truth or accuracy of any such information. The rating assigned by BWR
should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any losses
incurred by users from any use of this report or its contents. BWR has the right to change, suspend or withdraw the ratings at any time for any
reasons.
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