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Rating Rationale

Acuité has downgraded the long-term rating to ‘ACUITE C' (read as ACUITE
C) from ‘ACUITE BB+’ (read as ACUITE double B plus) and short-term rating to 'ACUITE
A4' (read as ACUITE A4) from 'ACUITE A4+' (read as ACUITE A four plus) on the Rs. 144
Cr. bank facilities of Prafful Overseas Private Limited (POPL).

Also, Acuité has assigned the short-term rating of ‘ACUITE A4’ (read as ACUITE A four) on
Rs. 10.21 Cr. bank facilities of Prafful Overseas Private Limited (POPL).

Rationale for rating downgrade

The rating downgrade is majorly on account of delays reported in servicing of debt
obligations by the company in publicly available credit bureau information reports, declining
profitability, working capital intensive nature of operations and stretched liquidity position.
Furthermore, Acuité also takes a note regarding failure of submitting the latest bank
statements of the company.

About the Company

Prafful Overseas Pvt. Ltd. (POPL) was incorporated in 1993 by Aggarwal family. The Surat
based company is primarily engaged in production of nylon filament yarn and nylon mono yarmn
with annual production capacity of 16,800 metric tons. The company also undertakes fabric
embroidery work.

Unsupported Rating
Not Applicable

Analytical Approach

Acuité has considered the standalone business and financial risk profiles of the POPL to arrive
at this rating
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Key Rating Drivers
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Strengths

Established track record of operations and experienced management

POPL was established in 1993 by Aggarwal family, which is info the textile business since past 4
decades. Mr. Narain Aggarwal, managing director of POPL has over 38 years of experience in
the textile business. POPL was earlier engaged in processing of fabrics including fabric
embroidery. Later in 2009, the company started manufacturing of nylon yamn. The company
has two variants of nylon yarn viz. fully drawn filament and mono filament.

Weaknesses

Declining Profitability

The profitability of the company has been declining YoY as reflected in its EBITDA margin
which stood at 7.06% in FY23 as against 8.58% in FY22 and 12.49% in FY21. However, despite
declining profitability, the operations of company witnessed a modest growth of 2.19% YoY as
reflected in the operating income which stood at Rs. 406.44 Crin FY23 as against Rs. 397.72 Cr
in FY22.

The company earns its revenue from a number of segments including Nylon Yarn, Fabric,
Power, Export sales, other sales and scrap and wastage sale. The company eamned 89% of ifs
revenue in FY23 from manufacturing of Nylon Yarn, 5.11% from frading of fabrics, 0.74% from
Power generation, 0.19% from export sales, 3.54% from other sales which includes sale of surplus
raw material and 1.41% from scrap and wastage sale. The company has an order book of Rs.
36.32 Cr in FY23 out of which orders worth Rs. 15.37 Cr has already been executed and Rs.
20.95 Cris pending as on date. There has been a substantial YoY decline from the revenue
earned from trading of fabrics and exports as the company is planning to close both these
sources of revenue as the company is focusing on strengthening their R&D facility to improve
the profitability.

Working Capital operations intensive in nature

The operations of the company are intensive in nature marked by GCA days which although
improved yet remained high at 155 days in FY23 as against 170 days in FY22. The receivable
days of the company stood at 51 days in FY23 as against 81 days in FY22. The inventory levels
of the company stood at 105 days in FY23 as against 93 days in FY22. The creditor days of the
company stood at 49 days in FY23 as against 56 days in FY22. The company gives a credit
period of 60-70 days to its debtors and receives a credit period of 120 days from its suppliers.
The average bank limit utilisation by the company stood at 92.77% for Fund Based Facilities
and 81.70% for Non-Fund Based Facilities in FY23.

Delay in repayment of debt obligations
The company has been facing significant liquidity pressure, which has impeded its ability to
meet its debt obligations in a timely manner.

Rating Sensitivities
o Timely servicing of debt obligations

e Improvement in operations and profitability

All Covenants
None

Liquidity Position
Stretched

The liquidity position of the company remains stretched on account of inadequate net cash
accruals against the repayment obligation. The net cash accruals stood at Rs. 18.64 Cr as
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against Rs. 19.72 Crin FY23. Furthermore, the company has high GCA days which improved
yet remained high at 155 days in FY23 as against 170 days in FY22. The average bank limit
utilisation by the company stood at 93.02% for Fund Based Facilities and 81.70% for Non-Fund
Based Facilities in FY23. The company maintains a cash and bank balance of Rs. 0.05 Crin

FY23.

Outlook: Not Applicable
Other Factors affecting Rating

None
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Key Financials

Particulars Unit | FY 23 (Actual) FY 22 (Actual)
Operating Income Rs. Cr. 406.44 397.72
PAT Rs. Cr. 5.57 5.46
PAT Margin (%) 1.37 1.37
Total Debt/Tangible Net Worth Times 0.87 1.09
PBDIT/Interest Times 2.76 2.59

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

Not Applicable

Any other information

Acuite is yet o receive the latest bank statements from the rated entity despite repeated
requests and followups.

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 fo 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

Name of

Amount

Acuité Ratings & Research Limited

Date | nstruments/Faciliies | 7™ | (Rs. Cr) Rating/Outlook
Term Loan %gpr% 318 ACUITE BB+ (C%c?g/g%r%qﬂendg%nd Issuer not
Covid Emergency Line %gprg 0.31 ACUITE BB+ gciévgger%qr?ndg%nd ssuer nof
Covid Emergency Line %grnr% 3.45 ACUITE BB+ (C[)oo_g/g%r%qﬂendgg)nd ssuer nof
Covid Emergency Line %gpr% 1.75 ACUITE BB+ gl)oo_évg%r%qr?ndg%nd ssuer nof
Proposed Bank Facility %grnr% 0.68 ACUITE BB+ (C[)oo_g/g%r%qﬂendgg)nd ssuer not
Letter of Credit ?Qrorg 5.00 ACUITE Aﬁ;T(Eggg%r%?iﬁg*?nd Issuer
Cash Credit %grnr% 14.00 ACUITE BB+ (C[)oo_g/g%r%qﬂendgg)nd Issuer not
Term Loan Ifgrnrg 3.49 ACUITE BB+ gl)oo_évg%r%qr?ndg%nd Issuer not
Letter of Credit ?grorq 31.00 L Aﬁ;f(ggggger%?ﬁg*?nd Issuer
Term Loan Ifgrnrg 1 50 ACUITE BB+ gl)oo_évg%r%qr?ndg%nd Issuer not
Term Loan %grnr% 558 ACUITE BB+ (C[)oo_g/g%r%qﬂendgg)nd Issuer not
0623 8263[3 Cash Credit Ifgrnr% 700 ACUITE BB+ (C%?évg%r%qr?ndg%nd Issuer not
Term Loan Long 1 01 ACUITE BB+ (Downgraded and Issuer not
Term co-operating®)
Covid Emergency Line %gpr% 4.06 ACUITE B8+ (C%?évg%r%qr?ndg%nd ssuer not
Covid Emergency Line %grnr% 2.76 ACUITE BB+ (C%?g/g%r%qﬂendg%nd ssuer not
Letter of Credit ?Qﬁq 17.00 ACUITE Aﬁg#?ggg%r%?iﬁg*c)]nd Issuer
Cash Credit %grnr% 900 ACUITE BB+ (C%?g/g%r%qﬂendg%nd Issuer noft
Covid Emergency Line %gpr% 5.17 ACUITE 8B+ (C%?évg%r%qr?ndg%nd ssuer not
Bank Guarantee ?Qﬁg 6.50 ACUITE AﬁgT(Egggger%?iig*()]nd Issuer
Letter of Credit ?Qﬁq 17.00 ACUITE Aﬁg#?ggg%r%?iﬁg*c)]nd ssuer
Covid Emergency Line %grnr% 2.88 ACUITE BB+ (C%?g/g%r%qﬂendg%nd ssuer not
Cash Credit Ifgrnr% 100 ACUITE BB+ (C%?évg%r%qr?ndg%nd Issuer noft
Term Loan Ifgpr% 0.75 ACUITE BB+ (C%?évg%r%qﬂendgg)nd Issuer noft
Covid emergency line %grnr% 0.31 ACUITE BBB- | Stable (Reaffirmed)
Term Loan %gpr% 1.50 ACUITE BBB- | Stable (Reaffirmed)
Term Loan L9l 075 | ACUITE BBB- | Stable [Recffimed)
Long
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Covid emergencyline | Term 2.88 ACUITE BBB- | Stable (Reaffirmed)
Covid emergency line %gpr% 3.45 ACUITE BBB- | Stable (Reaffirmed)
Covid emergency line %grnr% 1.75 ACUITE BBB- | Stable (Reaffirmed)
Bank Guarantee | Jaor! | 6.50 ACUITE A3 (Reaffimed)
Covid emergency line %grnrg 4.06 ACUITE BBB- | Stable (Reaffirmed)
Term Loan %gprg 1.01 ACUITE BBB- | Stable (Reaffirmed)
Cosh Credit | 59M9] 700 |  ACUITE BBB- | Siable [Recffimed)
Proposed Bank Facility %gprﬁ 0.68 |  ACUITE BBB- | Stable (Reaffimed)
23 Jun| Covid emergencylne | 1onS| 276 | ACUITE B8B- | Stable (Reaffimed)
0221 cashcredit [XON9] 1400 | ACUTE 888- | Stable [Reaffimed)
Cosh Credit | 59M9 9.00 |  ACUITE BBB- | Siable [Reqffimed)
Covid emergencyline | -oM9| 517 | ACUITE B8B- | Stable [Recffimed
Lefter of Credit | Joo0 | 5,00 ACUITE A3 (Reaffimed)
Cosh Credit | Ton9| 100 |  ACUITE B3B- | Stable (Redffimed]
Term Loan %gr”rﬁ 1.13 ACUITE BBB- (Withdrawn)
Term Loan %grnr% 3.42 ACUITE BBB- | Stable (Reaffirmed)
Letter of Credit ?232 17.00 ACUITE A3 (Reaffirmed)
Letter of Credit ?grorq 17.00 ACUITE A3 (Reaffirmed)
Term Loan %grnrg 3.18 ACUITE BBB- | Stable (Reaffirmed)
Term Loan %grnr% 5.58 ACUITE BBB- | Stable (Reaffirmed)
Letter of Credit ?232 31.00 ACUITE A3 (Reaffirmed)
Lefter of Credt | 700 15,00 ACUITE A3 [Assigned)
Proposed Bank Facility %grnrg 0.42 ACUITE BBB- | Stable (Assigned)
Lefter of Credt | 700 31.00 ACUITE A3 [Assigned)
Temloan | TN9| 660 | ACUITE BBB- | Stable [Assigned]
Term Loan %gr”rﬁ .44 ACUITE BBB- | Stable (Assigned)
Bank Guarantee ?2% 6.50 ACUITE A3 (Assigned)
Cash Credit %gr”rﬁ 17.10 ACUITE BBB- | Stable (Assigned)
13Apr|  Cosh Credit %gprg 1.00 ACUITE BBB- | Stable (Assigned)
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2021

Term Loan Long 1.58 ACUITE BBB- | Stable (Assigned)
Term
Long .
Term Loan Term 7.22 ACUITE BBB- | Stable (Assigned)
. Short .
Letter of Credit Term 17.00 ACUITE A3 (Assigned)
Lon .
Term Loan o 9.21 ACUITE BBB- | Stable (Assigned)
. Short .
Letter of Credit Term 5.00 ACUITE A3 (Assigned)
Cash Credit %gprﬁ 10.30 ACUITE BBB- | Stable [Assigned)
Lon .
Term Loan o 1.13 ACUITE BBB- | Stable (Assigned)
Cash Credit %gprﬁ 13.50 ACUITE BBB- | Stable [Assigned)
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Annexure - Details of instruments rated

Lender’s Date Of | Coupon | Maturity [Complexity |Quantum .
Name ISIN Facilities Issuance Rate Date Level |(Rs.Cr.) Rafing
State Bank

Not Not Not Not , ACUITE A4 |
B|?]ndki g f Applicable GU(OBraQ)T e Applicable|Applicable|Applicable Simple 6.50 Downgraded
State
Not Cash Not Not Not , ACUITE C |
Bl?]?jki gf Applicable| Credit  [Applicable|Applicable|Applicable Simple 14.00 Downgraded
Punjab
- Not Cash Not Not Not , ACUITE C |

Ngg%nkol Applicable| Credit  |Applicable|Applicable{Applicable Simple 7.00 Downgraded
Canara Not Cash Not Not Not Simole 900 ACUITE C |
Bonl§ Applicable| Credit  [Applicable|Applicable|Applicable P : Downgraded

ahelel Not | cash | Nof Not | Not | o | ;g9 |ACUTEC |
By ank Applicable| Credit |[Applicable|ApplicablelApplicable P : Downgraded
State Covid

Not Noft Not Not : ACUITE C |
Bl?]?jki g f Applicable Emcarrg];g.ncy Applicable|Applicable|Applicable Simple 322 Downgraded
State Covid
Not Not Not Not , ACUITE C |
Bﬁgki gf Applicable EmfﬁghcyApplimble Applicable|Applicable Simple 2.76 Downgraded
Punjab Covid
: Not Noft Not Not : ACUITE C |
Ngg%?(o' Applicable Emcarrg];g.ncy Applicable|Applicable|Applicable Simple 201 Downgraded
Punjab Covid
: Not Not Not Not , ACUITE C |
Ngg%rlol Applicable Emarr?gwcy Applicable|Applicable|Applicable Simple 1.38 Downgraded
Covid
Canara Not Noft Not Not , ACUITE C |
Bank |Applicable EmfﬁghcyAppﬁcoble Applicable|Applicable simple 2.53 Downgraded
Covid
Canara Not Not Not Not : ACUITE C |
Bank |Applicable EmfﬁghcyAppHcoble Applicable|Applicable Simple 288 Downgraded
Catholic Covid
: Not Noft Not Not : ACUITE C |
Sg/ cglr?l? Applicable Emarrg];g.ncy Applicable|Applicable|Applicable Simple 0.18 Downgraded
Catholic
- Noft Letter of Noft Not Not , ACUITE A4 |
SE?/ gﬁl? Applicable| Credit [Applicable|ApplicablelApplicable Simple 24.79 Downgraded
State
Not Letter of Not Not Not : ACUITE A4 |
Bl(r]g(i gf Applicable| Credit [Applicable|Applicable|Applicable Simple 31.00 Downgraded
Punjab
: Not Letter of Not Not Not : ACUITE A4 |
Ngg%rllol Applicable| Credit [Applicable|ApplicablelApplicable Simple 17.00 Downgraded
Canara Not Letter of Not Not Not Simole 17.00 ACUITE A4 |
Bank |Applicable| Credit [Applicable|Applicable|Applicable P ' Downgraded
Catholic
: Not Letter of Not Not Not : ACUITE A4 |
SBy gﬁ; Applicable| Credit [Applicable|ApplicablelApplicable Simple 10.21 Assigned
Canara Not Not Not Not , ACUITE C |
Bank |Applicable Term Loan available | available | available Simple 1.75 Downgraded
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Tel: 022-49294017 Tel: 022-49294011
mohit.jain@acuite.in rating.desk@acuite.in

Khushi Shah

Analyst-Rating Operations

Tel: 022-49294065

khushi.shah@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 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. Please visit https://www.acuite.in/fags.ntm to refer FAQs on
Credit Rating.

Acuité Ratings & Research Limited www.acuite.in

N S



