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Salguti Industries Limited

Instrument Amount Rating Action

In Rs. Crore
Fund Based Limit 49.11 [ICRA]D revised from [ICRA]B-
Non-fund based Limits, LT scale 0.15 [ICRA]D revised from [ICRA]B-
Non-fund based Limits, ST scale 8.14 [ICRA]D revised from [ICRA]A4

ICRA has revised the long-term rating assigned to the Rs 49.11 crore® fund based limits and Rs 0.15 crore
non-fund based limits of Salguti Industries Limited (SIL/ the company)® from [ICRA]B- (pronounced ICRA B
Minus) to [ICRA]D (pronounced ICRA D). ICRA has also revised the short term rating assigned to Rs 8.14
crore non-fund based limits of SIL from [ICRA]A4 (pronounced ICRA A four) to [ICRA]D (pronounced ICRA D).

The revision in rating primarily takes in to account delay in debt repayment obligations by the company owing
to stretched liquidity position following delays in receivables from major clients of the company. The ratings are
also constrained by weak financial profile on account of high gearing of 4.72 times as at March, 31, 2016, weak
coverage indicators as indicated by interest coverage of 1.38 times, NCA/Debt of 6% and Debt/OPBDITA of
5.27 times during FY 2016; SIL’s exposure to significant customer concentration risk and high competitive
intensity in the poly woven sacks & spinning industry also exerts pressure on the profitability.

The ratings however take comfort from the long track record of operations & promoters’ experience in the
packaging industry; and established relationship with major customers such as Coromandel International
Limited & Venkat Polymers Private Limited.

Going forward, timely servicing of debt obligations will be the key monitorable. Further, the ability of the
company to improve its profitability while managing its working capital requirements would remain key rating
sensitivities from credit perspective

Company Profile

Salguti Industries Limited (SIL) was incorporated in 1984 and is engaged in the manufacturing of poly woven
sacks for packaging of fertilizers, cement, food grains etc. In year 2005, SIL diversified into textiles segments
and is engaged in the manufacturing of cotton grey fabric for garments, bed linen and furnishings. The
manufacturing facilities for packaging division are located at Bollaram, Medak District and Rajapur,
Mahaboobnagar District of Telangana and for textile division at Jadcherla, Telangana. Currently, the installed
capacity of poly woven sacks is 10400 MT/annum and of textile unit is at 2600 MT/annum.

Recent Results
The company reported a net loss of Rs 0.40 crore on an operating income of Rs 116.46 in FY2016 as against a
net profit of Rs 0.30 crore on an operating income of Rs. 124.95 crore in FY2015.
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