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Design Classics Exports Private Limited

Instruments Amounts Rating Action
(Rs. Crore?)

Long-term — fund based facilities 3.00 [ICRA]B+/ reaffirmed
(revised from 2.00)

Long term — unallocated 0.10 [[CRA]B+/ reaffirmed
(revised from 1.00)

Short term — fund based facilities 4.95 [ICRA]A4/ reaffirmed

Short term — non fund based 0.90 [[CRA]A4/ reaffirmed

facilities (revised from 1.00)

ICRA has reaffirmed the long term rating of [[ICRA]B+ (pronounced ICRA B plus) rating outstanding on Rs. 3.00
crore fund based facilities (revised from Rs. 2.00 crore) and Rs. 0.10 crore proposed facilities (revised from Rs.
1.00 crore) of Design Classics Exports Private Limited (‘“DCEPL” / "the Company”)t. ICRA has also reaffirmed
the short term rating of [ICRA]JA4 on Rs. 4.95 crore fund based facilities and Rs. 0.90 crore (revised from 1.00
crore) non fund based facilities of the company.

The ratings reaffirmation factors in the promoters’ experience of over two decades in the business and modest
growth of 8% in the revenues of the Company during 2015-16. The ratings are, however, constrained by the
company’s weak financial profile with operating margin coming down to 6.8% for 2015-16 as against 8.3%
during the previous year, stretched coverage indicators with interest coverage at 1.5x and NCA/TD at 3.3% and
working capital intensity of 103% on account of high inventory stocking and long collection period. ICRA also
takes note of the Company’s small scale of operations; competitive nature of industry and high customer
concentration which limits pricing flexibility, thereby exposing the margins to volatility in raw material prices; the
vulnerability of its profitability to exchange rate movements as ~41% of revenues were derived from export
sales. Going forward, company’s ability to moderate its working capital intensity will be a key sensitivity factor
for improvement in credit profile.

Entity Profile

DCEPL is engaged in manufacture of knitted garments. The Company was established as a partnership firm
(M/s. Design Classics) in 1989 and later converted into a private limited company in 1993. The company caters
to the demand in both domestic and export markets. In the domestic market, it supplies predominantly to
retailers in Chennai and is also engaged in selling garments under the brand name “Design Legacy” in the
domestic market. In the export market, the company exports to customers located in United States of America,
Italy, Spain and South Africa among others. Currently, DCEPL has three manufacturing facilities in Tamil Nadu.

Recent Results
The firm reported a net profit of Rs. 1.5 crore on an operating income of Rs. 91.9 crore during 2014-15 as
against a net profit of Rs. 1.8 crore on an operating income of Rs. 79.1 crore during 2013-14.

For financial year 2015-16 as per unaudited results, the firm has achieved revenues of Rs. 88.2 crore and PBT
(Profit before Tax) of Rs. 2.5 crore.
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