ICRA

SRV Synthetics

Amount Rating Action
In Rs. Crore
Long term- cash credit 12.48 [[ICRA]BBB+(Stable); reaffirmed
Long term —term loans 14.25 [ICRA]BBB+(Stable); reaffirmed
Short term-non-fund based bank 1.00 [[CRA]A2+; reaffirmed

facilities

ICRA has reaffirmed the long term rating of [[ICRA]BBB+ (pronounced ICRA triple B plus)* to the Rs 26.73
crore’ fund based bank facilities of SRV Synthetics. The outlook on the long-term rating is ‘Stable’. ICRA has
also reaffirmed the short term rating of [ICRAJA2+ (pronounced ICRA A two plus) to the Rs 1.00 crore non-fund
based bank facilities of SRV Synthetics.

In arriving at the ratings, ICRA has taken a consolidated view of SRV Group entities, namely, M/s. SRV
Synthetics, SRV Polytex Private Limited and M/s. Suraj Industries, given their strong operational and financial
linkages, presence in similar business as well as common management control.

The ratings re-affirmation continues to factor in the long standing experience of the promoters of the group in
the textile industry as well as its established and diversified customer base. The ratings also derive comfort
from the steady improvement in accruals of the group over the last three years, aided by healthy volume offtake
of its recently introduced spandex yarn. This coupled with group’s effective management of working capital
cycle have further limited its dependence on external borrowings to fund growth, thereby resulting in continued
comfortable financial profile as evident by favourable capital structure and satisfactory debt metrics.

The ratings however remain constrained by the limited bargaining power of the group and the resultant
susceptibility of its revenues and profitability to volatility in raw material costs, chiefly POY, a crude oil
derivative. This was witnessed in 10M FY2016 when the gross sales of the group declined owing to pressure
on realizations due to decline in prices of crude oil. The commoditized nature of the product as well as the
competitive nature of the industry further adds to profitability pressures. The ratings also continue to remain
constrained by the risks associated with partnership constitution of two of the entities in SRV group such as
capital withdrawals, insolvency and death of partners.

Entity Profile

SRV Synthetics is involved in the business of manufacturing Texturised yarn. The manufacturing facility of the
firm is located at Silvassa in the U.T of Dadra & Nagar Haveli. SRV Synthetics is part of the SRV group, which
includes three entities, namely M/s. SRV Synthetics, SRV Polytex Private Limited® and M/s. Suraj Industries
(rated [ICRA]BBB+(Stable), A2+ (March 2016)). The group manufactures texturised yarn in deniers ranging
between 80 and 600, with the denier mix being determined by profitability available for the respective deniers.

Recent Results

At a consolidated level, SRV group reported a net profit of Rs 3.70 crore on operating income of Rs 466.52
crore in FY2015 as against a net profit of Rs 2.64 crore on operating income of Rs 429.97 crore in FY2014. As
per the provisional estimates for ten months ended January 31, 2016, the group reported a net profit of Rs 4.23
crore on operating income of 353.15 crore.

! For complete rating scale and definitions, please refer to ICRA’s website www.icra.in or other ICRA Rating
Publications.

2100 lakh = 1 crore = 10 million

® The rating of SRV Polytex Private Limited was withdrawn in March 2013 with the bank facilities being repaid
by the entity.
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At a standalone level, SRV Synthetics reported a net profit of Rs 2.08 crore on operating income of Rs 187.61
crore in FY2015 as against a net profit of Rs 1.20 crore on operating income of Rs 144.06 crore in FY2014. As
per the provisional estimates for ten months ended January 31, 2016, the firm reported a net profit of Rs 2.37
crore on operating income of 156.41 crore.
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