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Rating Rationale
Prem Textiles (International) Pvt. Ltd.
07 Jul 2020

Brickwork Ratings reaffirm the Ratings at BWR BBB-/A3 and revises the outlook to
Negative for Bank Facilities of Rs.61.40 Crs of Prem Textiles (International) Pvt. Ltd.
(‘PTPL’ or ‘the Company’)

Particulars
Amount (Rs. Crs) Rating *
ety Previous | Present # Lo Previous Present
viou
(Sep 2019) (Jul 2020)
Fund based BWR BBB-/Negative
u
47.23 56.65 Long Term BWR BBB-/Stable
Reaffirmed
Short
Fund Based 30.00 35.00
und Base ( )$ ( )$ Term
Non-Fund " BWR A3 BWR A3
Based 6.25 4.75 Short Reaffirmed
Term
Total 53.48 61.40 INR Sixty One Crores and Forty Lakhs Only

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings
# Annexure I shows the detailed facilities
$sub-limit

RATING ACTION/OUTLOOK
Brickwork rating reaffirms the ratings at BWR BBB-/A3 and revises the outlook to Negative.

The change in outlook is on account of disruption in supply chain due to ongoing lockdown in several
countries and global economic slowdown resulting from it. The same is expected to impact the revenue of
PTPL in FY21 since exports constitute around 80% of the Company’s sales.

The rating continues to draw strength from the promoter’s experience in the industry, established relationship
with customers and moderate financial risk profile. However, the rating remains constrained by modest scale
of operation, stretched liquidity position, and presence in a highly competitive industry.
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KEY RATING DRIVERS
Credit strengths:

Experienced promoters and established relation with customers

The promoter of PTPL, Mr. Subhash Jain has more than four decades of experience in the textile
industry. He is supported by his son, Mr. Saurabh Jain who also has gained 15 years of experience in
the textile industry. Over the years, the promoters have established healthy business relations with
their customers which enables them to receive repeat orders. On account of established track record
despite COVID outbreak, as on June 25, 2020 the Company had an order book of Rs.60 Crs.

Moderate financial risk profile

Due to increase in accretion of profits, Tangible Networth of PTPL has increased to Rs.35.05 Crs as
on Feb 20, 2020 (prov.). Effectively, Total Gearing of the Company improved to 1.84x as on Feb 29,
2020 (prov.) as against 2.08x as on March 31, 2019.

Operating profit margin has remained moderate at 6.95% for the 1 1MFY20 period (prov.) as against
6.89% for FY19. As a result, ISCR and DSCR for the 11MFY20 (prov.) period have remained
comfortable at 2.49x and 1.62x respectively as against 2.02x and 1.35x for FY 19.

Credit Weaknesses

Modest scale of operation

Due to intense competition in the market, the scale of PTPL’s business operations remained
relatively modest as the Company achieved a TOI of Rs.158.01 Crs and PAT of Rs.3.98 Crs in
11MFY20 period (prov.). The exports continued to constitute around 80% of PTPL’s revenue.
However, the scale of operations of the Company is expected to get impacted in FY21 due to the
ongoing COVID-19 pandemic which has hampered the supply chain and also resulted in demand
slowdown across the globe.

Presence in a highly competitive industry
PTPL faces stiff competition from several other domestic as well international players in the market
which exerts pressure on its profit margins as well revenue levels.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

BWR has essentially relied upon the audited financials of the Company upto FY 19, Provisional Results upto
February 2020, Projections upto FY22, publicly available information and information/clarifications
provided by the management.

For arriving at its ratings, BWR has applied its rating methodology as detailed in the Rating Criteria detailed
below (hyperlinks provided at the end of this rationale)

RATING SENSITIVITIES

Going forward the ability of the Company to increase its scale of operation by acquiring sufficient orders,
improve its overall financial risk profile and efficiently manage its working capital would be the key rating
sensitivities.
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Stable: The rating outlook may be revised to Stable, if the company manages to achieve its envisaged sales
by acquiring sufficient orders.

LIQUIDITY POSITION: STRETCHED

Due to relatively higher term loan repayments, liquidity position of the Company is stretched as its current
ratio as on Feb 29, 2020 continued to be low at 1.14x as against 1.08x as on March 31, 2019. PTPL’s
working capital utilisation has been around 95% during the last 6 months. During the past 3 years, the
Company has been generating sufficient cash flow of ~Rs.9 Crs as against debt repayments of around
Rs.5.00 Crs. However, the cash flow for FY21 is expected to come under pressure due to COVID-19
outbreak.

COMPANY PROFILE

Erstwhile a proprietorship entity started in 1973, Prem Textiles (International) Pvt. Ltd. (PTPL) is an
Indore based Company, incorporated in December 2006 by Mr. Subhash Jain.

The main business of the company is manufacturing of home textile products like bed covers, bed sheets,
pillow covers, quilts covers etc.

The Company has a factory at Bhiwandi, Mumbai which has 3 divisions i.e.Spinning & Weaving division,
Printing & dying division and Cutting & Stitching division. Presently the company has installed capacity of
13500 spindles for spinning and weaving with capacity of processing 1.5 million meters every month which
is supplied to Printing & dying division.

M/s Prem Textiles International Pvt Ltd is mainly an export oriented unit having almost 80% revenue exports
and hedges its entire forex exposure by taking forward contracts from the Banks.

KEY FINANCIAL INDICATORS

31.3.2019 31.3.2020

Audited Audited
Total Operating Income (Rs. Cr) 211.26 176.03
EBITDA (Rs. Cr) 14.55 5.56
PAT (Rs. Cr) 1.80 (3.99)
Tangible Networth (Rs. Cr) 31.06 27.27
Total Debt: TNW (Times) 2.08 2.43
Current Ratio (Times) 1.08 0.96

KEY COVENANTS OF INSTRUMENTS/FACILITIES TO BE RATED: NA

NON-COOPERATION WITH PREVIOUS RATING AGENCY, IF ANY: NA
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Rating History for the last three years:
SI. No. Facility Current Rating (July 2020) Rating History
Type Amount Rating Sep 2019 Nov 2018 Apr 2018
(Rs. Crs)
Fund based
Term Loans 13.40%
1 BWR BWR BWR
. BWR BB+/Stabl
Cash Credit ;‘mg 41.00 BBB/Negative BBB-/Stable BB+/Stable Stable
erm D ded
Reaffirmed Upgraded Reaffirmed owngrade
SLC 2.25
2 Fund Based Short
EPC/FBP/FBD Term (35.00)#
2 Non-Fund
Based
BWR A3 BWR A3 BWR A4+ BWR A4+
C LC
apex Short (2.70)8 Reaffirmed Upgraded Reaffirmed Downgraded
Term
Bank Guarantee 0.25
CEL 4.50
61.40 INR Sixty One Crores and Forty Lakhs Only

*sub-limit of CC, #sub-limit of Term Loan

COMPLEXITY LEVELS OF THE INSTRUMENTS
For more information, visit www.brickworkratings.com/download/Complexityl.evels.pdf

Hyperlink/Reference to applicable Criteria

° General Criteria [ Approach to Financial Ratios

) Manufacturing Companies ° Short Term Debt



http://www.brickworkratings.com/download/ComplexityLevels.pdf
http://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf
http://www.brickworkratings.com/download/Criteria-FinancialRatios.pdf
https://www.brickworkratings.com/download/Criteria_ManufacturingCompanies.pdf
https://www.brickworkratings.com/download/Criteria-ShortTermDebt.pdf
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Analytical Contacts Investor and Media Relations
Prashant Mondkar
Analyst - Ratings
Board:+91 22 2831 1426 Ext:649 Liena Thakur
prashant.sm@brickworkratings.com Assistant Vice-President - Corporate Communications
+9184339 94686
Noman Agashiwala liena.t@brickworkratings.com
[Associate Director — Ratings]
Board:+91 22 2831 1426
noman.a@brickworkratings.com

Annexure I
Details of Rated Bank Facilities

Name of Facility Nature of Facility Rig:g{:?:;nt
Cash Credit 41.00
SLC Fund Based-Long Term 2.25
Term Loans 3.71
State Bank of India EPC/FBP/FBD Fund Based- Short Term (35.00)*
Capex Letter of Credit (2.70)#
Bank Guarantee Non Fund Based-Short Term 0.25
CEL 4.50
Axis Bank Term Loans Fund Based-Long Term 7.43
Madhya Pradesh
FinanceyCOrporation Term Loans Fund Based- Long Term 2.26
Total 61.40

*sub-limit of CC, #sub-limit of Term Loan

INR Sixty One Crores and Forty Lakhs Only
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For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your
print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change the
wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone has the
sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through any print or
electronic or digital media.

About Brickwork Ratings :Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency, accredited by RBI
and empaneled by NSIC, offers Bank Loan, NCD, Commercial Paper, MSME ratings and grading services. NABARD
has empaneled Brickwork for MFI and NGO grading. BWR is accredited by IREDA & the Ministry of New and
Renewable Energy (MNRE), Government of India. Brickwork Ratings has Canara Bank, a leading public sector bank,
as its promoter and strategic partner. BWR has its corporate office in Bengaluru and a country-wide presence with its
offices in Ahmedabad, Chandigarh, Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives
in 150+ locations.

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



