Acuite”

RATINGS & RESEARCH

Press Release

Indian Drape Private Limited

July 13, 2022

Rating Reaffirmed

Quantum (Rs. , Short Term
Product Cr) Long Term Rating Rating
Bank Loan Ratings 8.00 ACUILEeBOBfflirf;gt()]:e | -
Total Outstanding Quantum 8.00 i
(Rs. Cr) ’
Total Withdrawn Quantum 0.00 i
(Rs. Cr) ’

Rating Rationale

Acuité has reaffirmed its long-term rating of ‘ACUITE BB’ (read as ACUITE double B) on
the Rs.8.00 Cr bank facilities of Indian Drape Private Limited (IDPL). The outlook is ‘Stable’.

Rationale for rating reaffirmation

The rating reflects the established track record of operations of the company in the furnishing
fabrics industry. The ratings also draws comfort from long and extensive experience of the
promoters in the aforementioned industry, heathy financial risk profile and adequate liquidity
of the company. However, these strengths of the company are partially offset due to the
intensive working capital operations and presence in a highly fragmented and competitive
industry.

About the Company

Indian Drape Private Limited is a Maharashtra based company incorporated in the year 1996.
The company is engaged into manufacturing of home furnishing fabrics like curtain, upholster
and other decorative. These products are made with different types of fabrics like velvet,
woven, knit, nylon, polyester, cotton, etc. The day to day operation of the company is
managed by its directors, Mr.Jayesh Dave and Ms.Palak Dave who have an experience of
more than three decades in the textile industry. The company has its manufacturing unit at
Bhiwandi, Maharashtra with an installed capacity of 12 lakh meters per annum. The company
has a division named J&Y Fabrics, which is used as a frademark for the orders catering small
quantity. However, the bulk orders are catered under the name of Indian Drape Private
Limited.

Analytical Approach

Acuité has considered the standalone business and financial risk profiles of Indian Drape Pvt
Ltd(IDPL) to arrive at this rating.
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Strengths

Established track record of operations and experienced management
IDPL was incorporated in the year 1996, however, the business was started in the year 1981

under a proprietorship concern headed by Mr. Jayesh Dave. Currently, the company is
managed by Mr. Jayesh Dave and Ms. Palak Dave, who have been engaged in the
aforementioned industry for around three decades. The extensive experience of the
promoters and established track record of operation has helped the company to maintain
healthy relationships with its customer and suppliers. The company has wide customer base
marked by tie up with around 400 wholesalers across India thus mitigating any instance of
geographical concentration risk.

Acuité believes that the company will benefit from its experienced management and long
track of operation.

Stable operating performance

Indian Drape Private Limited (IDPL) recorded a modest growth in its performance. The
revenue stood at Rs.13.27 Crin FY2022 (Prov.) as against 10.85 Crin FY2021 with a Y-o-Y
growth of 22%. The company has however been unable to reach pre-covid levels in FY2022.
IDPL has also infroduced a new product- Fabric Wallpaper in FY2023. IDPL incurred various
research and festing expenses for releasing the new product and hence the EBITDA
margins declined form 19.49% in FY2021 to 12.56% in FY2022 (Prov.). PAT margins remained
stable at 1% in FY2022 (Prov.) as against 0.89% in FY2021. The company as has recorded
Rs.3.30 Cr of revenue for 3MFY2023.

Acuité believes that the growth in revenue and sustenance of its profitability margins are
expected to support the overall growth of the company over the medium term.

Healthy Financial Risk Profile

Financial risk profile of IDPL is comfortable with low gearing, modest tangible networth and
comfortable debt protection metrics. Tangible networth of the company stood at Rs.15.45 Cr
as on 31st March 2022 against Rs.15.31 Cr as on 31st March 2021. Such growth is on account
of accretion of profits in reserves. Gearing of the company remained low at 0.66 times as on
31st March 2022 same as the previous year. Total debt of the company stood at 10.20 Cr as
on 31st March 2022 as against 10.14 Cr as on 31st March 2022. Total debt consists of long term
debt of Rs.1.67 Cr, short term debt of Rs.5.72 Cr and 2.81 Cr of unsecured loans from directors
and related parties. TOL/TNW of the company stood at 0.76 times as on 31st March 2022 as
against 0.82 times in FY2021. NCA to Total debt stood at 0.11 times in FY2022. Debt protection
metrics of the company remained comfortable with DSCR at 1.13 times in FY2022 as against
1.88 times in FY2021. Interest coverage ratio stood at 2.89 times in FY2022 as against 2.32 times
in FY2021

Acuité believes that the financial risk profile of the company is expected to remain
healthy over the near to medium term on account of moderate cash accruals and absence
of any significant debt-funded capex.

Weaknesses

Intensive working capital operations

Working capital operation of the company are intensive marked by GCA days of 517 days in
FY2022 (Prov.) as against 641 days in FY2021. Higher GCA days are driven by high debtor
collection period and inventory holding period. The company has two segments i.e.
wholesale for bulk purchases and retail for smaller quantities. For retail sales, retailers buy
booklets containing samples of fabrics manufactured by the IDPL. Orders are then placed by
the retail customers as per their requirement. For such retailers IDPL extends a credit period
of 30-45 days. For wholesale frade the company extends a credit period of 150-180 days.
Debtor collection period of IDPL stood at 170 days as against 213 days in FY2021. Higher
debtor collection period in FY2021 was on account of delayed payments on account of
covid induced lockdown. One of the key raw materials for IDPL is grey fabric and transfer
paper. The company also imports some of its raw materials from Germany. Due fo fluctuating
raw material prices the company purchases raw materials in bulk when there is a decline in
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the prices. Inventory holding period stood at 298 days in FY2022 as against 355 days in FY2021
Acuité believes that the ability of the company to efficiently manage its working capitall
requirements will remain key rating sensitivity

Highly fragmented and competitive industry

IDPL operates in a highly competitive and fragmented textile industry wherein the product
belongs to niche segment. Presence of several organized and unorganized players in the
market limits the bargaining power of the company. However, long track record of operation
and extensive experience of the promoters helps the company in mitigating the risk to a
larger extent.

Rating Sensitivities

« Substantial improvement in scale of operation while maintaining profitability margins.
o Any further deterioration in the working capital cycle will further impact the financial risk
profile, thereby impact credit risk profile

Material covenants
None

Liquidity: Adequate

IDPL’s liquidity is adequate marked by sufficient net cash accruals to cover its debt
repayment obligations. IDPL's net cash accruals stood at Rs.1.09 Crin FY2022 as against debt
repayment obligations o Rs.0.90 Cr. The company is expected to generate sufficient net cash
accruals of Rs.1.82-2.20 Cr. against debt obligations of Rs.0.68-0.14 Cr in the medium term.
Bank limit utilisations remained low at 65.93% for 6 months ending May 2022. The current ratio
of the company has stood at 2.44 times as on 31 March 2022 as against 2.33 times as on
March 31, 2021.

Acuité believes that the liquidity of the company is likely to remain adequate over the
medium term on account of sufficient cash accruals to meet its maturing debt obligation.

Outlook: Stable

Acuité believes that IDPL will continue to maintain a ‘Stable’ outlook over the medium term
owing to its experienced and technically qualified management. The outlook may be revised
to 'Positive' if the company reports significant improvement in revenue and scale of
operations while maintaining operating profitability leading to higher cash accruals.
Conversely, the outlook may be revised to '‘Negative' if the company registers decline in
revenue and profitability leading fo lower than expected cash accruals or deterioration in
the financial risk profile

Other Factors affecting Rating
None

Key Financials

Particulars Unit FY 22 (Provisional) | FY 21 (Actual)
Operating Income Rs. Cr. 13.27 10.89
PAT Rs. Cr. 0.13 0.10
PAT Margin (%) 1.00 0.89
Total Debt/Tangible Net Worth Times 0.66 0.66
PBDIT/Interest Times 2.89 2.32

Status of non-cooperation with previous CRA (if applicable)
Not applicable
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Any other information
None

Applicable Criteria

¢ Default Recognition - https://www.acuite.in/view-rating-criteria-52.htm
* Enfities In Manufacturing Sector -https://www.acuite.in/view-rating-criteria-59.htm
* Application Of Financial Rafios And Adjustments: https://www.acuite.in/view-rating-criteria-

53.htm

Note on complexity levels of the rated instrument

https://www.acuite.in/view-rating-criteria-55.htm

Rating History

Date Instrur';l\grrlrtlSFgE:iliﬂes Term ?RTOCLI’St Rating/Outlook
Term Loan %grnn% 0.45 ACUITE BB | Stable (Reaffirmed)
26 Apr Term Loan %grnrrgw 0.47 ACUITE BB | Stable (Reaffirmed)
0211 cashcredit [F9N9] 600 | ACUITE BB | Stable (Reaffimed]
Term Loan ondl 08 ACUITE BB | Stable (Assigned)
Term Loan Ifgpn%; 103 | ACUIE Bié&&g%gl%oggglrea)ded from
O%:Qeob Proposed Bank Facility %gpr% 0.97 ACUNE Biéuﬁﬁ%lg +(D|og/¥gglreo)ded from
Cash Credit Ifgpn% 600 | ACUIE B?—\éUﬁE%E+(D|O§AT/gggded from
Cosh Credit | Ton9| 600 |  ACUITE B8+ | Stable [Recffimed]
Term Loan %gpn% 1.60 ACUITE BB+ | Stable (Reaffirmed)
22568‘: Term Loan %gpr% 0.38 ACUITE BB+ | Stable (Withdrawn)
Proposed Cash Credit| 1on9|  0.40 | ACUITE BB+ | Siable [Recffimed]
Term Loan %gpr% 1.09 ACUITE BB+ | Stable (Withdrawn)
Cosh Credit | Ton9| 600 |  ACUITE B8+ | Siable [Recffimed]
Term Loan %gpr% 0.31 ACUITE BB+ | Stable (Reaffirmed)
VORIl temloon  |TOM9| 038 | ACUMEBBH | Stable Recfimed)
Term Loan %gpr% 1.09 ACUITE BB+ | Stable (Reaffirmed)
Proposed Cash Credit | 1on9| 0.2 | ACUITE B8+ | Siable [Recffimed]
Cash Credit %gpr% 6.00 ACUITE BB+ (Issuer not co-operating®)
Term Loan %gpr% 0.33 ACUITE BB+ (Issuer not co-operating®)
31AUg Term Loan %gpr% 0.63 ACUITE BB+ (Issuer not co-operating®)
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2017 Term Loan %gpr% 0.45 ACUITE BB+ (Issuer not co-operating®)
Proposed Cash Credit %grnn% 0.59 ACUITE BB+ (Issuer not co-operating®)
Cash Credit %gprg 6.00 ACUITE BB+ | Stable (Assigned)
Term Loan ondl 033 ACUITE BB+ | Stable (Assigned)
06 May Long .
2016 Term Loan Term 0.63 ACUITE BB+ | Stable (Assigned)
Term Loan %gpn% 0.45 ACUITE BB+ | Stable (Assigned)
Long
|Proposed Cash Credit | Term| 0.59 ACUITE BB+ | Stable (Assigned) |
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Annexure - Details of instruments rated
Lender's Date Of | Coupon | Maturity [Quantum .
Name ISIN Facilities Issuance Rate Date |(Rs.Cr.) Rafing
ACUITE BB
Bank of Not . Not Not Not
. Cash Credit . . . 6.00 || Stable |
Baroda |Applicable Applicable|Applicable|Applicable Reaffimed
Mot | Nof Lg%p?é?r?m Not | Nof | Not | 3y T%EngleB?
Applicable|Applicable Bank Facility Applicable|Applicable|Applicable Reaffimed
ACUITE BB
Bank of Not Not
. Term Loan . 925 [29-11-2023| 0.31 || Stable |
Baroda |Applicable available Reaffimed
Bank of Not ACUITE BB
. Term Loan |31-08-2021| 7.85 [31-07-2024| 0.78 || Stable |
Baroda |Applicable Reqffimed
Bank of Not A\CUIIEEE
. Term Loan |12-06-2022| 6.85 12-01-2021| 0.03 || Stable |
Baroda |Applicable Reqffimed
ACUITE BB
Bank of Not Not Not Not
. Term Loan . . ) 0.54 || Stable |
Baroda |Applicable available | available | available Reaffimed
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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratfings under BASEL-Il norms in the year 2012. Acuité has
assigned ratings to various securities, debt instruments and bank facilities of entities spread
across the country and across a wide cross section of industries. It has its Registered and
Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not
be treated as a recommendation or opinion that is intended to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Ratings assigned by Acuité are based on the data and information provided by the issuer
and obtained from other reliable sources. Although reasonable care has been taken to
ensure that the data and information is true, Acuité, in particular, makes no representation or
warranty, expressed or implied with respect to the adequacy, accuracy or completeness of
the information relied upon. Acuité is not responsible for any errors or omissions and especially
states that it has no financial liability whatsoever for any direct, indirect or consequential loss
of any kind, arising from the use of its ratings. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité.
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