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Facilities	 Amount	(Rs.	Crores)	 Rating		

Term	Loan	 7.72	 SMERA	D	/	Assigned	

Cash	Credit	 6.00	 SMERA	D	/	Assigned	

Letter	of	Credit	 1.00	 SMERA	D	/	Assigned	

Bank	Guarantee	 0.50	 SMERA	D	/	Assigned	
		
SMERA	has	assigned	a	rating	of	 ‘SMERA	D’	(read	as	SMERA	D)	 to	 the	Rs.13.72	crores	 long	term	
facility	and	Rs.01.50	crores	short	 term	facility	of	Santhi	Processing	Unit	Private	Limited	(SPUPL).	
The	rating	reflects	the	company’s	weak	financial	profile	marked	by	ongoing	delays	in	debt	servicing	
and	the	company’s	stretched	liquidity	position	with	frequent	inward	cheque	returns	and	consistent	
overdrawing	observed	in	the	cash	credit	account.	The	rating	also	factors	in	SPUPL’s	moderate	scale	
of	operations,	highly	fragmented	and	competitive	nature	of	the	textile	industry,	susceptibility	of	the	
company’s	margins	to	raw	material	price	volatility	and	continued	power	shortage	in	Tamil	Nadu.		
SPUPL	manufactures	cotton	fabrics	for	domestic	and	foreign	garment	manufacturers.	The	company	
has	 a	 moderate	 scale	 of	 operations	 with	 FY	 2012‐13	 revenues	 at	 Rs.69.72	 crores.	 Through	
consistent	capacity	expansion,	SPUPL	has	achieved	revenue	CAGR	of	20.37	per	cent	over	FY	2008‐
09	 to	 FY	 2012‐13.	 SPUPL’s	 has	 a	 strained	 liquidity	 position	marked	 by	 delays	 in	 debt	 servicing,	
consistent	overdrawing	in	cash	credit	account	and	multiple	instances	of	inward	cheque	returns.		

The	company’s	main	raw	material	is	cotton	yarn,	which	is	subject	to	high	price	volatility.	Further,	
the	 company	 faces	 power	 supply	 constrains	 owing	 to	 restrictions	 on	 industrial	 power	 usage	 in	
Tamil	Nadu.	This	makes	SPUPL	dependent	on	alternate	high‐cost	backup	power,	which	has	led	to	an	
approximate	twofold	increase	(from	2.11	per	cent	in	FY	2008‐09	to	4.19	per	cent	in	FY	2012‐13)	in	
the	company’s	power	cost	as	a	per	cent	of	revenues.		

SPUPL	had	undertaken	debt‐funded	capital	expansion	during	FY	2010‐11	to	FY	2012‐13	by	adding	
plant	 and	 machinery,	 building	 and	 windmill.	 As	 a	 result,	 the	 company’s	 net	 fixed	 assets	 have	
increased	 from	 Rs.4.54	 crores	 as	 on	 March	 31,	 2011	 to	 Rs.17.12	 crores	 as	 on	 March	 31,	 2013.	
Similarly,	the	total	debt	has	increased	from	Rs.7.34	crores	as	on	March	31,	2011	to	Rs.18.18	crores	
as	on	March	31,	2013.	Although	the	company’s	leverage	is	moderate	at	1.64	times	as	on	March	31,	
2013,	there	have	been	instances	of	delays	in	debt	servicing	during	the	period	from	April,	2012	to	
April,	2013.	

About	the	company	

SPUPL	 was	 established	 as	 a	 proprietorship	 firm	 (named	 Santhi	 Textiles)	 in	 1980	 by	 Mr.	 S.	
Duraisamy.	In	2000,	the	firm	was	reconstituted	into	a	private	limited	company.	SPUPL	is	engaged	in	
manufacturing	and	exporting	cotton	fabrics.	The	company	has	two	factories	located	in	Erode,	Tamil	
Nadu.	Further,	SPUPL	also	has	manufacturing	outsourcing	arrangements	with	third	parties.	

For	FY	2012‐13,	SPUPL	reported	net	profit	of	Rs.2.46	crores	on	total	income	of	Rs.69.72	crores	as	
compared	with	net	profit	of	Rs.0.84	crores	on	total	income	of	Rs.52.47	crores	in	FY	2011‐12.			



 
 

Disclaimer: A SMERA 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. SMERA ratings 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, SMERA, in 
particular, makes no representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness of the information relied upon. SMERA 
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. SMERA 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.smera.in) for the latest information on any instrument rated by SMERA. 

 
	

Rating	
Rationale

 

Santhi	Processing	Unit	Private	Limited	(SPUPL) 

Contact	List	

Media/Business	Development	 Analytical	Contacts	 Rating	Desk	
Mr.	Virendra	Goyal,																										
VP	–	SME	Sales	
Tel	:	+91‐22‐6714	1177	
Cell	:	+91	99300	74009		
Email:	virendra.goyal@smera.in	
Web:	www.smera.in					

Mr.	Umesh	Nihalani,		
Head	–	Corporate	Ratings	
Tel:		+91‐22‐6714	1106	
Email:	umesh.nihalani@smera.in 
Web:	www.smera.in	

Tel:	+91	22	6714	1170	
	Email:	ratingdesk@smera.in	

	


