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Instrument Amount  
(Rs. Crore) 

Rating Action 

Long-term fund-based 464.00* [ICRA]D / reaffirmed 

Short-term non fund-based 50.00 [ICRA]D / reaffirmed 

*includes unallocated amount of Rs. 72.38 crore (increased from Rs. 42.13 crore) 
Source: ICRA 
 
ICRA has reaffirmed the [ICRA]D (pronounced ICRA D) rating assigned to the Rs. 514.00-crore

1
 bank facilities 

of Vardhman Polytex Limited (VPL)
†
.  

 
The rating reaffirmation takes into account the continued irregularities in debt servicing by VPL because of its 
weak liquidity position and inadequate cash accruals. As profitability and hence cash accruals of VPL’s textile 
business had remained weak, the debt servicing in the past two years was largely supported by monetisation of 
its erstwhile acrylic yarn manufacturing unit’s land as per the terms of the Corporate Debt Restructuring (CDR) 
scheme (approved in May 2013). With no incremental proceeds expected from asset monetisation currently, 
significant improvement in profitability of core operations would be necessary to regularise the debt servicing.  
  
The credit profile of VPL continues to remain stretched because of its highly leveraged capital structure (Total 
Debt/Tangible Net Worth of 4.4x and Total debt/ OPBDITA of 7.1x in FY2016, at the standalone level), 
significant debt repayments and weak profitability. While the leverage has remained high because of sizeable 
debt-funded investments in subsidiaries and past capital expenditure, profitability has been weak because of 
constrained raw material procurement ability. Longer credit period availed from suppliers due to weak liquidity 
has affected the company’s raw material procurement costs. Besides, the company’s profitability continues to 
remain susceptible to the cyclicality inherent in the spinning industry and volatility in cotton prices given its 
seasonal availability. Also, the commoditised nature of yarn and high competition in the spinning industry due 
to its fragmented nature exert pressure on the company’s profitability.  
 
Further, the credit profile of VPL also remains constrained by the contingent liability of ~Rs. 82.3 crore on 
account of the corporate guarantee given to its subsidiary, F.M. Hämmerle Textiles Ltd., which was declared a 
‘sick company

2
’ in FY2016.  

 
Going forward, regularisation of debt servicing supported by improvement in VPL’s liquidity profile will be the 
key rating sensitivity. The improvement in liquidity, in-turn, will remain dependent on infusion of long-term funds 
and significant improvement in the profitability.  
 
Company Profile 
Incorporated in 1981, VPL primarily manufactures cotton and cotton polyester blended spun yarn. Its 
manufacturing facilities in Ludhiana, Bathinda (both in Punjab) and Nalagarh (Himachal Pradesh) together have 
installed capacity of 1.95 lakh spindles. VPL also has a yarn dyeing unit in Ludhiana, with an installed capacity 
of 15.0 tons per day (tpd). It has a small presence in garmenting, with an installed capacity of manufacturing 7 
lakh pieces per annum. VPL also manufactures yarn-dyed shirting fabric though its subsidiary, F.M. Hämmerle 
Textiles Ltd, which has a manufacturing facility in Kohlapur (Maharashtra). 
 
VPL has invested Rs. 91.50 crore in its two subsidiaries, F.M. Hämmerle Textiles Ltd. and F.M. Hämmerle 
Verwaltungs GmbH, Austria. F.M. Hämmerle Textiles Ltd. falls under ‘Sick Company’ under the Sick Industrial 
and Companies (Special Provision) Act of 1985 and has been referred to Board for Industrial and Financial 
Reconstruction (BIFR). 
 

                                                           
1
 100 lakh = 1 crore = 10 million  

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

Publications. 
2
 Under the Sick Industrial and Companies (Special Provision) Act of 1985 and has been referred to Board for 

Industrial and Financial Reconstruction (BIFR) 

http://www.icra.in/


 

In FY2016, on a standalone basis, VPL reported an operating income of Rs. 883.6 crore and net profit of Rs. 
9.0 crore against operating income of Rs. 944.5 crore and net loss of Rs. 28.8 crore in FY2015. On a 
consolidated basis, VPL reported an operating income of Rs. 960.7 crore and net loss of Rs. 15.0 crore in 
FY2016 against operating income of Rs. 1025.2 crore and net loss of Rs. 44.9 crore in FY2015. 
 
Recent Results 
In Q1FY2017, VPL reported an operating income of Rs. 198.8 crore and operating profit margin of 6.8% as 
against operating income of Rs. 209.3 crore and operating profit margin of 9.5% in Q1FY2016 and operating 
income of Rs. 233.6 crore and operating profit margin of 6.6% in Q4 FY 2015. 
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