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SMERA has assigned a rating of ‘SMERA A4’ (read as SMERA A Four) to Rs. 8.00 crore short term
bank facilities of Gokul Hi Fashions (GHF). The ratings are constrained by the firm’s limited
operational track record, moderate scale of operations and customer concentration. The ratings are
also constrained by the intense competition prevalent in the garment industry and the inherent risk
of raw material price volatility. However, the ratings favourably factor in the management’s vast
experience in the textile industry.

GHF, established in 2010, is engaged in manufacturing and export of knitted garments. The firm
mainly caters to Vetir S.A, France, which has more than 600 showrooms across France. Sales to
Vetir S.A account for around 80 per cent of GHF's total revenues, which indicates a high degree of
customer concentration risk. GHF has a moderate scale of operations with FY 2012-13 revenues (as
per sales tax returns) at Rs.20.08 crores. GHF is a small player in a highly fragmented textile
industry, which limits the firm’s pricing power. Moreover, GHF’s profitability is susceptible to
volatility in raw material prices.

The ratings however factor in the management’s long standing experience in the textile industry;
the promoters have been in this business for over two decades now which adds strength to the
company’s creditworthiness.

About the firm

GHF was established in 2010 as a partnership firm by Mr. S. Saravanan, Mr. K. Raju, Mr. R. Mohan
Kumar and Mr. R. Balachandiran. In 2012, Mr. R. Mohan Kumar and Mr. R. Balachandiran retired
from the firm. At present, the overall operations of the firm are being managed by Mr. S. Saravanan
and Mr. K. Raju, who were associated (till FY 2011-12) with Gokul Knit Fabs, a firm engaged in
similar line of business.

GHF is engaged in manufacturing and export of knitted garments. GHF has its factory in Tirupur,
Tamil Nadu. For FY 2011-12, GHF reported net profit of Rs.0.09 crores on a total income of Rs.06.96
crores. Further, as per sales tax returns, GHF has earned revenues of Rs.20.08 crores in FY 2012-13.
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