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Rating Rationale

Acuité has reviewed and withdrawn the long-term rating of ‘ACUITE BB’ (read as ACUITE double B) and short
term rating of ACUITE A4+ (read as ACUITE A four plus) on the Rs.54.77 crore bank facilities of Siddhi Industries
Limited. The rating withdrawal is in accordance with Acuité's policy on withdrawal of rating.

The rating is being withdrawn on account of request received from the company and NOC received from the
banker.

About the company

Siddhi Industries Limited (SIL) based at Ahmedabad, was incorporated in 2011. The company is engaged in
manufacturing of cotton yarn of 30s, 32s and 40s counts and commenced its operations from July 2017. The
company is promoted by Mr. Markand Parikh and his family members. The company has established a cotton
spinning unit at Ahmedabad consist of 24,480 spindles with an installed capacity to manufacture 5,796 MTPA.

Analytical Approach
Acuité has considered the standalone business and financial risk profiles of the SIL to arrive at the rating.

Key Rating Drivers

Strengths

¢ Experienced management

The key promoter Mr. Markand Parikh possess over four decades of in various industry. The extensive
experience of the promoter has helped the company in establishing relationship with clients and suppliers.
The company commenced its commercial operations from July 2017 and currently operating at optimal
capacity utilization lev el. Operating income of the company stood declined to Rs. 126.02 crores in FY2020 as
against Rs. 130.31 crores in FY2019 and Rs. 69.60 crores in FY2018. The company has achiev ed revenue of Rs.
122.07 crores in FY2021 (Provisional). The operating margins stood af 17.10 in FY2021 (Provisional) and 9.38 in
FY2020 as against 13.24 percentin FY2019 and 18.49 percent in FY2018. Further, the company has established
its market for their products in Gujarat, Rajasthan, Maharashtra and Haryana. Acuité believ es that growing
scale of operations and improving revenues willhelp the company to maintain moderate financialrisk profile
over the medium term.

¢ Proximity to cotton growing areas
The installed manufacturing unit is located at cotton growing belt of Gujarat State. Gujarat is one of the
major producers of raw cotton with 50 percent of the total production from this state. Thus, it ensures easy
availability of raw material. Further, there are large numbers of ginning mills operating in the area from
whom the required quantity of ginning cotton is being purchased. The company sells to traders in the yam
segment.
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Weaknesses

e  Moderate Financial risk profile

The financial risk profile of SIL have remained moderate marked by net worth of Rs 40.88 crore as on 315t
March 2021 and Rs. 35.78 crore as on 31 March, 2020 as against Rs. 35.97 crores as on 31 March, 2019. The
gearing (debt/equity) stood moderate at 1.91 times as on 31 March 2021 (Provisional) as against 2.12 times
as on 31 March, 2020 and 2.25 times as on 31 March, 2019. The moderate profitability coupled with high
gearing levels hav e resulted in moderate debt protection metrics with interest coverage of 4.62 times as
on March 31, 2021 (Provisional) as against 2.45 times as on March 31, 2020. NCA/TD stood af 0.21 times as
on March 31, 2021 (Provisional) as against 0.08 times as on March 31, 2020. TOL/TNW ratio remained high at
2.21 times as on March 31, 2021 as against 2.50 time as on March 31, 2020. DSCR stood at 1.65 times as on
March 31, 2021 as against 0.84 times as on March 31, 2020. In FY2021 (Provisional) Net cash accruals have
stood at Rs. 16.50 crore.

o Highly competitive and fragmented industry marked by susceptibility of margins to raw material price
fluctuation
The operating margins of the company depend on prices of raw material, i.e. raw cotton which is highly
volatile in nature. The prices of cotton depends upon factors including area under production, yield for
the year, intfernational demand supply scenario, export quota decided by govermnment and inventory
carry forward of last year which exposes the textie players to price volatility risk. Further, cotton being a
seasonal crop is dependent upon the vagaries of monsoon.

Rating Sensitivity
Not Applicable

Material Covenants
None

Liquidity position: Adequate

SIL has stretched liquidity marked by moderate net cash accruals to its maturing debt obligations. The
company generated cash accruals of Rs.16.50 to Rs.7.12 crore during the last three years through 2018-21,
while its maturing debt obligations were in the range of Rs.8.20- 8.25 crore ov er the same period. The company
maintains unencumbered cash and bank balances of Rs. 0.01 crore as on March 31, 2021 (Provisional). The
current ratio of the company stood moderate at 4.78 times as on March 31, 2021. Acuité expects the company
to maintain adequate liquidity ov er the medium term.

Outlook: Not Applicable

About the Rated Entity - Key Financials

Unit FY21 (Prov) FY20 (Actual)
Operating Income Rs. Cr. 122.07 126.02
PAT Rs. Cr. 10.22 (0.10)
PAT Margin (%) 8.37 (0.08)
Total Debt/Tangible Net Worth Times 1.91 2.12
PBDIT/Interest Times 4.62 2.45

Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None
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Applicable Criteria
» Default Recognition - hitps://www.acuite.in/view-rating-criteria-52.htm
* Manufacturing Entities - https://www.acuite.in/view-rating-criteria-59.htm
« Trading Enfities - https://www.acuite.in/view-rating-criteria-61.htm
* Financial Ratios And Adjustments - https://www.acuite.in/view-rating-criteria-53.ntm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.ntm

Rating History (Up to last three years)

Date Name of Instrument / Facilifies Term Amount (Rs. Cr.) Ratings/Outlook
Term Loan Long Term 18.69 A(\RCe Lgﬁrfe/zzoble
Cash Credit Long Term 6.60 ‘(\feﬂlﬁrﬁfe’?fb'e
Term Loan Long Term 13.36 ?Rce LngiriBe/j)Oble
27-Jan-2021 | Cash Credit Long Term 440 A(\R‘Celgsrfnse/i)(]ble
T\/;/;Dr;kLF;QGSOD”O' Long Term 5.72 ,A(\fsljilgTi:ch;SToble
e oot orgtem | o | AU
(Bzirc;ton‘ree Short Term 1.00 /(Al\égg:irﬁ:;)
(E;?Jrc]::onfee short Term 1.00 ﬁ?igg:irﬁ:;l)
Term loans Long Term 27.14 AC(URILE,Ef%Sé] )ble
Cash Credit Long Term 6.60 AC(L;QLEEf%gg)ble
Bank guarantee Short Term 1.00 (AR\(e:cL:JflfTilrEr::;)
29-Nov-2019 |Bank guarantee Short Term 1.00 @gggfﬁ:&}
Term loans Long Term 21.35 AC(%;E,foir:qgg )ble
Proposed Facility Long Term 15.41 AC(URILEE;:régg)ble
Cash Credit Long Term 4.40 AC(%QZ%?Q?S )ble
Term loans Long Term 28.72 AC(L;JQI;ZE%;;E )ble
Cash Credit Long Term 6.60 AC(LQ;E,foir{gg )ble
20-Mar-2019 | Bank guarantee Short Term 1.75 @gggﬁﬁ:&
Bank guarantee Short Term 2.75 (/;\(e:gflgifr:;;r)
Term loans Long Term 24.03 AC{,Q';Z?%SE )ble
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. ACUITE BB / Stable
Proposed Facility Long Term 9.05 (Reaffimed)
. ACUITE BB / Stable
Cash Credit Long Term 4.00 (Reaffrmed)
ACUITE BB / Stable
Term Loan Long Term 31.95 (Upgraded)
ACUITE BB / Stable
Term Loan Long Term 25.95 (Upgraded)
Cash Credit Long Term 6.60 ACUJE BBéSLoble
21-Mar-2018 (Upgraded)
. ACUITE BB / Stable
Cash Credit Long Term 4.40 (Upgraded)
ACUITE A4+
Bank Guarantee Short Term 2.75 (Upgraded)
Bank Guarantee Short Term 1.75 ACUITE A4+
(Upgraded)
Proposed Long Term Loan Long Term 3.50 ACUITE BB / Stable
(Upgraded)
*Annexure - Details of instruments rated
Name of the Date of Maturity Size ot the
Lender Name . Coupon Rate Issue .
Facilities Issuance Date Ratings/Outlook
(Rs. Crore)
State Bank of Not ACUITE BB
India Term Loan Nov 2017 Applicable March 2025 18.69 (Withdrawn]
State Bank of . Not Not Not ACUITE BB
India Cash Credit Applicable| Applicable | Applicable 6.60 (Withdrawn)
Bank of Baroda Noft ACUITE BB
T L Nov 2017 . May 2024 13.36
(E- Vijaya Bank) ermLoan oV Applicable ay (Withdrawn)
Bank of Baroda . Not Not Not ACUITE BB
h t . . . 4.4
(E- Vijaya Bank) Cash Credi Applicable| Applicable | Applicable 0 (Withdrawn)
State Bank of Working Capital Noft ACUITE BB
. Sept 2020 . Nov 2024 5.72
India Term Loan ep Applicable oV (Withdrawn)
Bank of Baroda Working Capital Not ACUITE BB
(E- Vijaya Bank) |Term Loan Sept 2020 Applicable Nov 2024 4.00 (Withdrawn)
State Bank of Bank Not Not Not 100 ACUITE A4+
India Guarantee Applicable| Applicable | Applicable ’ (Withdrawn)
Bank of Baroda | Bank Not Not Not 100 ACUITE A4+
(E- Vijaya Bank) |Guarantee Applicable| Applicable | Applicable ’ (Withdrawn)
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Aditya Gupta Varsha Bist
Vice President- Corporate and Infrastructure Sector Senior Manager - Rating Desk
Tel:022-49294041 Tel: 022-67141160
aditya.gupta@acuite.in rating.desk@acuite.in

Harjas Kaur Manny

Analyst - Rating Operations

Tel: 022-49294055
harjaskaur.manny @acuite.in

About Acuité Ratings & Research Limited:

Acuité Ratings & Research Limited is a full-service Credit Rating Agency registered with the Securities and
Exchange Board of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI), for Bank Loan Ratings under BASEL-ll norms in the year 2012. Since then, it has assigned more
than 8,850 credit ratings to v arious 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 invest or's independent assessment of whether to buy, sell or hold
anysecurity. Acuit ératings are based on t he data and information provided byt he issuer and obtained from other reliable sources.
Although reasonable care has been taken to ensure that the data and information is true, Acuité, in particuar, makes no
represent ation or warranty, expressed orimplied with respect t othe adequacy, accuracy or completeness of t he information relied
upon. Acuité is not responsible for any errors or omissions and especially states that it has no financial liability whatsoev er for any
direct, indirect or consequential loss of any kind arising from the use of its ratings. Acuité ratings are subject to a process of
surveillance which may lead to a revision in ratings as and when the circumstances so warrant. Please visit our website
(www.acuite.in)for the latest information on anyinstrument rated by Acuit é.
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