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Kalyan Silks Trichur Private Limited

Instruments Amounts (Rs. crore’) Rating action
Long-term - Term loan facilities 38.87 [ICRA]BBB+ (Stable) /
(enhanced from 35.00) reaffirmed
Long-term - Fund based facilities 95.00
(enhanced from 65.00)
Short-term - Non-fund based facilities 3.00 [[ICRA]A2 / assigned
Short-term - Non-fund based facilities (sub-limit) Nil -

(revised from 1.00)

ICRA has reaffirmed the long-term rating of [ICRA]BBB+ (pronounced ICRA triple B plus) outstanding on the
Rs. 38.87 crore [enhanced from Rs. 35.00 crore] term loan facilities and the Rs. 95.00 crore [enhanced from
Rs. 65.00 crore] fund based facilities of Kalyan Silks Trichur Private Limited (KSTPL / the company)?. ICRA has
also assigned a short-term rating of [ICRA]JA2 (pronounced ICRA A two) to the Rs. 3.00 crore non-fund based
facilities of the company. The outlook on the long-term rating is stable.

The ratings reaffirmation take into account the steady growth in revenues of the company in FY2016 supported
by improving geographical diversification across major textile markets of Kerala and South India. While the
integrated nature of the company’s operations with presence across retail as well as wholesale operations
provide scale economics and cost advantages in procurement to an extent, the margin expansion remains
restricted by the high marketing and operating expenses associated with the regular showroom addition. The
operating margin in the last fiscal was further impacted by sharp increase in remuneration paid to the directors.
The ratings also consider the established brand presence of “Kalyan Silks” in the textile retail market of Kerala
where it commands healthy market position. The company’s strong brand loyalty, improving product portfolio
with introduction of own brands (“Saugandhika” and “Sahaana”) and diversified geographical presence with its
continued diversification in South Indian markets are likely to support its revenue growth and margins over the
medium term.

The ratings, however, continue to remain constrained by high levels of TOL/TNW at 2.0 times as on March 31,
2016 due to high working capital requirements in the business (funded primarily by the credit from suppliers)
and regular debt funded capital expenditure incurred towards opening of new showrooms. With the proposed
capital expenditure plans to further expand its reach in South Indian markets, leverage levels of KSTPL are
expected to remain moderate at least in the medium term. The ratings also factor in intense competition in the
market and continuous marketing initiatives undertaken by the company and exposure of earnings to
fluctuations in raw material prices which exhibit significant volatility. Going forward, the ability of the company to
sustain revenue growth and maintain profitability amidst intensifying competition and to establish its brand in
the new geographies, and improve its cash conversion cycle would be critical to support the liquidity position
given the ongoing expansion plans and significant debt repayment obligation in the ensuing fiscals.

Company Profile

Kalyan Silks Trichur Private Limited, promoted by Mr. T.S. Pattabiraman, is a leading textile retail player in
Kerala. The company is a part of the Kalyan group, which has been existent in the Kerala market for over 100
years. KSTPL commenced its operations as a wholesale distributor of textile products and subsequently
ventured into retailing with its first showroom in Thrissur. Over the years, the company has expanded into other
markets in Kerala and other South India states. KSTPL currently operates with retail showrooms spread across
eight markets in Kerala, one in Bangalore and one each in Salem and Erode (Tamil Nadu). The company also
operates in the wholesale distribution of textile products which constitutes ~8% of total revenues in FY2016.
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