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Rating Rationale

Acuité has upgraded the long-term rating to ‘ACUITE BBB-’ (read as ACUITE Triple B Minusf)rom 'ACUITE
BB+' (read as ACUITE Double B Plus)and the short-term rating to ‘ACUITE A3’ (read as ACUITE A Three)
from ‘ACUITE A4+’ (read as ACUITE A Four Plus)on the Rs. 115.16 Cr. bank facilities of Arunachala
Gounder Textile Mills Private Limited (AGTMPL). The outlook is ‘Stable’.

Further, Acuité has assgined the long-term rating of ‘ACUITE BBB-’ (read as ACUITE Triple B Minusa)nd
short-term rating of ‘ACUITE A3’ (read as ACUITE A Three)on the Rs. 26.84 Cr. bank facilities of Arunachala
Gounder Textile Mills Private Limited (AGTMPL). The outlook is ‘Stable’.

Rationale for Rating Upgrade

The rating upgrade reflects migration of rating from ‘Issuer not co-operating’ status. The rating also considers the
augmentation in business risk profile of the company backed by improvement in the operating performance.
Further, the rating also factors in the experienced management and established track record of operations of the
company. The rating draws comfort from the moderate financial risk profile and adequate liquidity position. The
rating is however constrained on account of the moderately intensive working capital operations and susceptibility
of profitability to fluctuations in raw material prices in the competitive textile industry.

About the Company

Incorporated in 1995, Arunachala Gounder Textile Mills Private Limited (AGTMPL) is primarily engaged in
manufacturing of viscose yarn. The company operates out of Pallipalayam, Tamil Nadu, and currently has an
installed capacity of 35,712 spindles and 19,200 vortex drums (192 machines). AGTMPL also operates a 9.90
MW windmill and a 10.20 MW solar power plant for captive consumption contributing to its energy efficiency.
The company is promoted by Mr. Ramesh Natarajan and Mr. Prabhuram Natarajan, who bring over two decades of
experience in the textile industry.

Unsupported Rating
Not Applicable
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Analytical Approach
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Acuité has taken a standalone view of the business and financial risk profile of AGTMPL to arrive at the rating.

Key Rating Drivers
Strengths

Experienced Management and long-standing operational track record

AGTMPL has been engaged in the manufacturing of viscose yarn for over two decades. The company is promoted
by Mr. Ramesh Natarajan and Mr. Praburam Natarajan, both of then are having over two decades of experience in
the textile industry. The top management is well-supported by a qualified and experienced second line of
leadership. The promoters’ longstanding presence in the industry has enabled AGTMPL to build strong
relationships with suppliers and customers, ensuring consistent raw material availability and steady off-
take. Acuité believes that AGTMPL will continue to benefit from the promoters’ established industry presence
over the medium term.

Improvement in Revenue and profitability margins

AGTMPL recorded an operating income of Rs. 266.38 crore in FY25 (Prov.), compared to Rs. 251.86 crore in
FY24. The improvement in revenue during FY25 was driven by higher utilization levels, and better price
realizations. Profitability also improved, with EBITDA margin improved to 11.12 per cent in FY25 (Prov.) from
8.45 per cent in FY24, primarily due to a reduction in raw material costs and the company’s ability to pass on costs
to customers. The Net profit margin increased to 1.63 per cent in FY25 (Prov.) from 0.25 per cent in FY24. In
QI1FY26, the company recorded revenue of Rs. 70.00 crore with an operating profit margin of ~13-14 per cent.
Acuite believes, that the operating performance of the company would remain steady with augmentation in newly
added capacity.

Moderate financial risk profile

The financial risk profile of the company is moderate, marked by a moderate net worth, average gearing, and
moderate debt protection metrics. The tangible net worth stood at Rs. 53.92 crore as on March 31, 2025 (Prov.) as
against Rs. 49.57 crore as on March 31, 2024. The increase in net worth is on account of profit accretion to
reserves. The total debt of the company stood at Rs. 132.13 crore as on March 31, 2025 (Prov.), comprising long-
term debt of Rs. 40.08 crore, short-term debt of Rs. 66.95 crore, and maturing debt repayment obligations of Rs.
12.69 crore. The capital structure is average, with gearing (Debt to Equity) at 2.45 times as on March 31,
2025 (Prov.) compared to 2.74 times as on March 31, 2024. Furthermore, coverage indicators are comfortable, as
reflected in the Interest Coverage Ratio (ICR) of 2.02 times in FY25 (Prov.) against 1.48 times in FY24 and debt
service coverage ratio (DSCR) of 1.12 times in FY25 (Prov.) compared to 1.03 times in FY24. Acuite believes
that the financial risk profile of the company would remain moderate due to the absence of debt-funded capex and
steady accruals in the near to medium term.

Weaknesses

Moderately intensive working capital operations

AGTMPL has moderately intensive working capital operations with average gross current asset (GCA) of 158 days
in FY25 (Prov.) as against 165 days in FY24. Inventory days stood marginally higher at 73 days in FY25 (Prov.) as
against 65 days in FY24. The average inventory holding period of the company stood around 75 days. The debtor
days stood at 48 days for FY25 (Prov.) against 53 days for FY24. The average credit period allowed to the
customers is around 45 days. The creditor days of the company stood at 57 days for FY25 (Prov.) as against 49
days for FY24. The average credit period allowed by the supplier is around 60 days. The average bank limit
utilization for 07 months period ended May 2025 stood at ~86.60 per cent for the fund-based limits. Acuité
believes, the working capital requirements of the company would remain moderately intensive on the back of
higher inventory days.

Susceptibility of profitability due to volatility in input prices and stiff competition

AGTMPL’s profitability is sensitive to fluctuations in raw material prices, especially viscose fibre, which is
influenced by substitutes like cotton and polyester. Cotton prices are volatile due to agroclimatic factors and
government policies. Despite relatively stable viscose fibre prices, input cost volatility and limited supplier
bargaining power pose risks. Additionally, AGTMPL faces intense competition from both organized and
unorganized players in the vicinity in the fragmented textile industry.

Rating Sensitivities

» Sustain growth in revenue and profitability margins
* Deterioration in the financial risk profile
» Any elongation in the working capital cycle leading to deterioration in liquidity position
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Liquidity Position
Adequate

Liquidity is adequately backed by AGTMPL’s net cash accruals, which stood at Rs. 15.40 crore as on March 31,
2025 (Prov.), against maturing debt repayment obligation of Rs. 12.14 crore for the same period. Going forward
the NCA are expected in the range of Rs. 16.00 crore to Rs. 18.00 crore for period FY26-FY27 against its
repayment obligation of around Rs. 7 to Rs. 10 crore during the same period. The cash and bank balances of the
company stood at Rs. 1.09 crore as on March 31, 2025 (Prov.). The current ratio stood at 0.91 times as on March
31, 2025 (Prov.). The average bank limit utilization for 07 months period ended May 2025 stood at ~86.60 per
cent for the fund-based limits. Acuité believes that going forward the liquidity of AGTMPL’s is likely to remain
adequate over the medium term on account of sufficient cash accruals against its maturing debt obligations.

Outlook: Stable

Other Factors affecting Rating

None
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Key Financials

Particulars Unit FY 25 (Provisional) FY 24 (Actual)
Operating Income Rs. Cr. 266.38 251.86
PAT Rs. Cr. 4.35 0.62
PAT Margin (%) 1.63 0.25
Total Debt/Tangible Net Worth Times 2.45 2.74
PBDIT/Interest Times 2.02 1.48

Status of non-cooperation with previous CRA (if applicable)

Not Applicable

Any other information

None

Applicable Criteria

* Default Recognition :- https://www.acuite.in/view-rating-criteria-52.htm
* Manufacturing Entities: https://www.acuite.in/view-rating-criteria-59.htm
* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-53.htm

Note on complexity levels of the rated instrument
In order to inform the investors about complexity of instruments, Acuité has categorized such instruments in three
levels: Simple, Complex and Highly Complex. Acuite’s categorisation of the instruments across the three
categories is based on factors like variability of the returns to the investors, uncertainty in cash flow patterns,
number of counterparties and general understanding of the instrument by the market. It has to be understood that
complexity is different from credit risk and even an instrument categorized as 'Simple' can carry high levels of
risk. For more details, please refer Rating Criteria “Complexity Level Of Financial Instruments” on www.acuite.in.
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Rating History

Acuité Ratings & Research Limited

Date Instrunl\llgllll::/Fogcilities Term &Ismgll{;t Rating/Outlook
Bank Guarantee/Letter | Short 0.60 ACUITE A4+ (Downgraded & Issuer not co-operating®
of Guarantee Term from ACUITE A3+) .
Letter of Credit %1;;)3 12.50 ACUITE A4+ (D(%X)Igr/i((i%il%ilsgj—r) not co-operating*
Tembom | SonEl o1 | OB Doyt Lt coopea
Tembom | FonE| sos | ACTED Doynenhi bt oo
Tembom | SonE| 150 | CUTEBD Doyt Lt coopea
Tembom | FonE| 200 | ACOTE DD Doynenhil bt coopeae
Proposed Long Term | Long 0.33 ACUITE BB+ (Downgraded & Issuer not co-operating*
Loan Term from ACUITE BBB | Stable) .
Buyers Credit | on] 1287 | A0 BBB. Suble)
Buyers Credit | | 12,97 | 200 BB Suble)
opd’| | TemLom | GORE) 330 | A BB S
Proposed Long Term | Long 0.77 ACUITE BB+ (Downgraded & Issuer not co-operating*
Loan Term from ACUITE BBB | Stable) .
TemLoan | 7o) 806 | O BB Suble)
cash Credit_— | | 17.00 | AU e BB Suble)
TemLoan | orf) 093 | O e bbb Subley
TemLoan | port) 114 | ACUTE B e TE bbb Suable)
TemLoan | o) otz | O BB, Suble)
cash Credit | o) 570 | AU e bbb Suble)
TemLoan | ganf) a0 | O e bbb Suble)
cash Credit_— | ) 25.00 | O B e BB Suble)
Bank Guarantee/Letter | Short)— ¢y ACUITE A3+ (Reaffirmed)
Letter of Credit | SroM| 12,50 ACUITE A3+ (Reaffirmed)
Term Loan Ifgﬁﬁ 8.06 ACUITE BBB | Stable (Reaffirmed)
Cash Credit | TO"E| 17.00 ACUITE BBB | Stable (Reaffirmed)
Term Loan Ifgﬁﬁ 0.93 ACUITE BBB | Stable (Reaffirmed)
Term Loan Ifeorliﬁ 1.14 ACUITE BBB | Stable (Reaffirmed)
Term Loan Ifg?rﬁ 0.12 ACUITE BBB | Stable (Reaffirmed)
Cash Credit Ifeorliﬁ 5.70 ACUITE BBB | Stable (Reaffirmed)
TermLoan | 7O"8| 450 ACUITE BBB | Stable (Reaffirmed)
0301\24? Cash Credit | £O"E| 25,00 ACUITE BBB | Stable (Reaffirmed)
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Term Loan Long 0.61 ACUITE BBB | Stable (Reaffirmed)
Term

Term Loan Ifg;lri 5.08 ACUITE BBB | Stable (Reaffirmed)

Term Loan Ifggﬁ 1.59 ACUITE BBB | Stable (Reaffirmed)

Term Loan Ifgﬁﬁ 2.00 ACUITE BBB | Stable (Reaffirmed)

Proposed Long Term | Long | 33 ACUITE BBB | Stable (Reaffirmed)
Buyers Credit Ifgr‘}lgl 12.87 ACUITE BBB | Stable (Assigned)
Buyers Credit Ifg?r% 12.97 ACUITE BBB | Stable (Assigned)
Term Loan Ifgﬁlgl 3.39 ACUITE BBB | Stable (Assigned)
Proposed Long Term | Long | 77 ACUITE BBB | Stable (Assigned)

Bank GuaranteeLetier | Short| - ¢y ACUITE A3+ (Reaffirmed)
Letter of Credit F?};?rrnt 12.50 ACUITE A3+ (Reaffirmed)

Term Loan Ifgr‘}lgl 8.06 ACUITE BBB| Stable (Reaffirmed)

Cash Credit Ifg?r% 17.00 ACUITE BBB | Stable (Reaffirmed)

Term Loan Ifgr‘}lgl 0.93 ACUITE BBB | Stable (Reaffirmed)

Term Loan Ifg?r% 1.14 ACUITE BBB | Stable (Reaffirmed)

Term Loan Ifgﬁlgl 0.12 ACUITE BBB | Stable (Reaffirmed)

Didl csheredic [ 181 570 ACUITE BBB | Stable (Reaffirmed)

Term Loan g 40 ACUITE BBB | Stable (Reaffirmed)

CashCredit | 7OnE| 25,00 ACUITE BBB | Stable (Reaffirmed)

Term Loan e I ACUITE BBB | Stable (Reaffirmed)

Term Loan T8 508 ACUITE BBB | Stable (Reaffirmed)

Term Loan el s ACUITE BBB | Stable (Reaffirmed)

Term Loan e 2,00 ACUITE BBB | Stable (Reaffirmed)

Proposed Long Term | Long| 4 3 ACUITE BBB | Stable (Reaffirmed)
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Annexure - Details of instruments rated

Lender’s Name | ISIN | Facilities  |Date Of| Coupon Maturity Quantum Complexity Rating
Issuance| Rate | Date |(Rs.Cr.)| Level
Not avl Not avl ACUITE A3 |
HDFC Bank Ltd |/ Not | Bank Guarantee Not avl. /| /Not |Notavl./| 1.00 Simple Upgraded (
(BLR) Not appl. Not appl. from ACUITE
appl. appl. AdT)
. ACUITE A3 |
Tamilnad  |Notavl, Bank Not avl.
Mercantile Bank | /Not |Guarantee/Letter Eot avl. / / Not Notavl./ 0.60 Simple Upgraded (
Limited appl. | of Guarantee | \OF %P pl. appl. Not appl. from ACUITE
pp Pp A4+)
ACUITE BBB-
Tamilnad  |Not avl, Not avl. /|Not avl.| Not avl. / Stable |
Mercantile Bank | /Not | Buyers Credit [Notappl| /Not [Notappl| 7.25 Simple Upgraded (
Limited appl. appl. from ACUITE
BB+)
ACUITE BBB-
Not avl. Not avl. //Not avl.| Not avl. / Stable |
CSB Bank Limited | /Not | Cash Credit |Notappl| /Not [Notappl| 8.00 Simple Upgraded (
appl. appl. from ACUITE
BB+)
ACUITE BBB-
Not avl. Not avl. //Not avl.| Not avl. / Stable |
HDFC Bank Ltd | /Not | Cash Credit |Notappl| /Not |Notappl| 8.00 Simple | Upgraded (
appl. appl. from ACUITE
BB+)
ACUITE BBB-
Tamilnad  |Not avl, Not avl. //Not avl.| Not avl. / Stable |
Mercantile Bank | /Not | Cash Credit |Notappl|{ /Not [Notappl| 17.00 Simple Upgraded (
Limited appl. appl. from ACUITE
BB+)
ACUITE BBB-
Not avl. Not avl. //Not avl.| Not avl. / Stable |
Axis Bank /Not | Cash Credit |Notappl| /Not [Notappl| 5.70 Simple Upgraded (
appl. appl. from ACUITE
BB+)
ACUITE BBB- |
Not avl. Not avl. //Not avl.| Not avl. / Stable |
Federal Bank | /Not | Cash Credit [Notappl| /Not [Notappl| 21.00 | Simple | Upgraded (
appl. appl. from ACUITE
BB+)
Tamilnad  |[Not avl. Not avl./[Not avl. ACUITE A3 |
Mercantile Bank | /Not | Letter of Credit | /Not EOt avl 1/ 12.50 Simple ﬁUngZ%%(i](“E
Limited appl. Not appl. appl. ot appl. OHA 4t
N4 1 )
Not avl. Notavl. /|~ " [Notavl./
Federal Bank | /Not | Letterof Creditjyo ooy | /NOt || 500 | Simple Aﬁg:g;ﬁj |
appl. appl.
Not avl ACUITE BBB- |
. INot avl. Proposed Long Not avl. / "(Not avl. / . Stable |
Not Applicable /a E)(;t Term Loan  |Not appl. /a II)\Tpcl)‘[ Not appl 0.27 | Simple fm[é{)%i%lgir(r .
Nt 1 BB+)
Not avl. Proposed Long Notavl. /|~ <" "[Notavl./ ) ACUITE BBB- |
Not Applicable /a I};I}%t Term Loan  |Not appl. /a1 I};I&t Not appl. 3.39 | Simple ASStSaik;Egd
ACUITE BBB- |
Not avl. 19 Jan Not avl. 19 Jan Stable |
Axis Bank /Not | Term Loan 2002 / Not 2027 0.61 Simple Upgraded (
appl. appl. from ACUITE
BB+)
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| ACUITE BBB-
Not avl. Not avl. Stable |
Axis Bank /Not | Term Loan 2302‘1% /Not Ogoégr 1.93 Simple | Upgraded (
appl. appl. from ACUITE
BB+)
ACUITE BBB-
Not avl. Not avl. Stable |
Axis Bank /Not | Term Loan 25) ngb / Not 2200”;? 1.13 Simple | Upgraded (
appl. appl. from ACUITE
BB+)
ACUITE BBB-
Not avl. 31 Oct |NO avl. 30 Se Stable |
Axis Bank /Not | Term Loan 2022 / Not 2027p 1.00 Simple | Upgraded (
appl. appl. from ACUITE
BB+)
ACUITE BBB-
Tamilnad  |Not avl. Not avl. Stable |
Mercantile Bank | /Not | Term Loan 3210‘;? / Not 22801;? 0.16 Simple | Upgraded (
Limited appl. appl. from ACUITE
BB+)
ACUITE BBB-
Tamilnad  |Notavl 19 Feb [Not avl. 19 Jan Stable |
Mercantile Bank | /Not | Term Loan 2004 / Not 2007 3.19 Simple | Upgraded (
Limited appl. appl. from ACUITE
BB+)
ACUITE BBB-
Tamilnad  |Not avl. Not avl. Stable |
Mercantile Bank | /Not | Term Loan 0270{&; / Not Ogoégr 0.01 Simple | Upgraded (
Limited appl. appl. from ACUITE
BB+)
ACUITE BBB-
Tamilnad  |Notavl. 29 Dec |Notavl oo 4 Stable |
Mercantile Bank | /Not | Term Loan 2018 / Not ) 022 0.27 Simple | Upgraded (
Limited appl. appl. from ACUITE
BB+)
ACUITE BBB-
Not avl. Not avl. Stable |
State Bank of India| /Not | Term Loan Ozlogg | /Not 22801;? 2.14 Simple | Upgraded (
appl. appl. from ACUITE
BB+)
ACUITE BBB-
Not avl. 07 Dec Not avl. 07 Jul Stable |
HDFC Bank Ltd | /Not | Term Loan 2004 / Not 2030 13.15 | Simple | Upgraded (
appl. appl. from ACUITE
BB+)
ACUITE BBB-
Not avl. Not avl. Stable |
Axis Bank /Not | Term Loan 3210;821 / Not 22801;69b 8.00 Simple | Upgraded (
appl. appl. from ACUITE
BB+)
ACUITE BBB-
Tamilnad  |Not avl. Not avl. Stable |
Mercantile Bank | /Not | Term Loan 2301\2/[13 | /Not 2301\2/[63 Tl 225 Simple | Upgraded (
Limited appl. appl. from ACUITE
BB+)
Tamilnad  |Notavl. Not avl. ACUITE BBB-
Mercantile Bank | /Not | Term Loan 3210?21 / Not 22801;e6b 1.13 Simple Stable |
Limited appl. appl. Assigned
Tamilnad  |Not avl. Not avl. ACUITE BBB-
Mercantle Bank | /Not | Term Loan | 5 24&[ /Not | 50| 151 | Simple | Stable
Limited appl. appl. Assigned
Small Industries [Not avl. Not avl. ACUITE BBB- |
10 Nov 10 Oct
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Development Bank| /Not | Term Loan 2024 | /Not | 2030 3.22 Simple Stable |
of India appl. appl. Assigned
Not avl. Not avl. ACUITE BBB-
HDFC Bank Ltd | /Not | Term Loan 07 Apr / Not 07 Mar 5.25 Simple Stable |
2024 2031 :
appl. appl. Assigned
Small Industries |Not avl. 10 Nov Not avl. 10 Oct ACUITE BBB-
Development Bank| /Not | Term Loan / Not 7.34 Simple Stable |
. 2024 2030 :
of India appl. appl. Assigned
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Contacts

Mohit Jain Contact details exclusively for investors and
Chief Analytical Officer-Rating Operations lenders

Dheeraj Salian . . Mob: +91 8591310146

Associate Analyst-Rating Operations Email ID: analyticalsupport@acuite.in

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 Ratings 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 ratings as and when the circumstances so warrant. Please visit our website
(www.acuite.in) for the latest information on any instrument rated by Acuité. Please visit
https://www.acuite.in/fags.htm to refer FAQs on Credit Rating.

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members of any rating
committee and therefore do not participate in discussions regarding the rating of any entity.
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