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SECTION I - GENERAL  

DEFINITIONS AND ABBREVIATIONS  

 

In this Letter of Offer, unless the context otherwise requires, the terms defined and abbreviations set forth below 

shall have the same meaning as stated in this section. The following list of certain terms used in this Letter of Offer 

is intended for the convenience of prospective investors only and is not exhaustive.  References to statutes, rules, 

regulations, guidelines and policies will be deemed to include all amendments and modifications notified thereto. 

 

The work and expressions used in this Letter of Offer but not defined herein, shall have, to the extent applicable, the 

meaning ascribed to such terms under the Companies Act, the SEBI Regulations, the SCRA, the Depositories Act or 

the rules and regulations made thereunder. Notwithstanding the foregoing, terms used in ñStatement of Tax Benefitsò 

and ñFinancial Statementsò beginning on Pages 36 and 57, respectively, shall have the meaning given to such terms 

in such sections. 

 

Company &  Industry  Related Terms 

Term Description 

ñOur Companyò / ñIssuerò / ñweò 

/ ñusò / ñKallamò  

Unless the context otherwise requires, refers to, Kallam Textiles Limited, a 

public limited company under the Companies Act, 2013 

Articles of Association The Articles of Association of our Company, as amended from time to time 

Associates Associates of our company 

Audited Financial Statements   Audited financial statements for the Fiscal 2020-21, including the notes 

thereto and reports thereon 

Auditors/Statutory Auditors The Statutory Auditors of our Company, Chevuturi Associates, Chartered 

Accountants (Firm Registration No. 000632S) 

BCI Better Cotton Initiative, an initiative by World Wildlife Fund started in 2005 

for promoting better standards in Cotton Farming 

Board of Directors / Board  The Board of Directors of our Company, unless specified otherwise 

Directors / our Directors The Director(s) on the Board of our Company, unless otherwise specified 

EPCG Scheme Export Promotion Capital Goods Scheme 

Equity Shares Equity share of our Company of face value Rs. 2 each 

Group Companies Group Companies as determined in terms of Regulation 2(1)(t) of SEBI 

( Issue of Capital and Disclosure Requirements) Regulations, 2018 

KMP The key management personnel of our company in accordance with 

provisions of SEBI ICDR Regulations and the Companies Act, 2013. For 

details, please refer to chapter on ñOur Managementò beginning at Page 53. 

MOA The Memorandum of Association of our Company, as amended from time to 

time 

Promoter The promoter of our Company namely Poluri Venkateshwara Reddy, 

Kallam Mohan Reddy, Gurram Venkata Krishna Reddy, Movva Venkata 

Subba Reddy 

Promoter Group The promoter group of our company as determined in terms of Regulation 

2(1)(pp) of SEBI ICDR Regulations 

Registered Office  Registered Office of our Company situated at N.H 5, Chowdavaram, 

Guntur, Andhra Pradesh ï 522 019 

Registrar and Share Transfer 

Agent / RTA / Registrar / 

Registrar to the Issue 

Bigshare Services Private Limited having office at Office No. S6-2, 6th 

Floor, Pinnacle Business Park, Next to Ahura Centre, Mahakali Caves Road, 

Andheri (East), Mumbai ï 400 093, Maharashtra 

Rights Issue Committee The committee of our Board constituted through the resolution dated 

November 09, 2021. 

SITP Scheme for Integrated Textiles Parks 

TUF/TUFS Technology Upgradation Fund/Technology Upgradation Fund Scheme 

Unaudited Financial Results The limited review consolidated financial results of our Company as at and 

for the quarter and nine months ended December 31, 2021 
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Issue Related Terms 

Term Description 

Abridged Letter of Offer / ALOF 

 

The Abridged Letter of Offer to be sent to Eligible Equity Shareholders of 

our Company with respect to this Issue in accordance with the provisions of 

the SEBI ICDR Regulations and the Companies Act. 

Additional Rights Equity Shares The Rights Equity Shares applied or allotted under this Issue in addition to 

the Rights Entitlement. 

Allotment / Allotted / Allot  Unless the context otherwise requires, the allotment of Equity Shares 

pursuant to the Issue 

Allotment Account(s) The account(s) opened with the Banker(s) to this Issue, into which the 

Application Money lying credit to the Escrow Account and amounts blocked 

by Application Supported by Blocked Amount in the ASBA Account, with 

respect to successful Applicants will be transferred on the Transfer Date in 

accordance with Section 40(3) of the Companies Act, 2013. 

Allotment Advice The note or advice or intimation of Allotment, sent to each successful 

Investor who has been or is to be Allotted the Equity Shares after approval 

of the Basis of Allotment by the Designated Stock Exchange 

Allotment Date Date on which the Allotment shall be made pursuant to this Issue. 

All ottee (s) Persons to whom our Equity Shares will be issued pursuant to the Issue 

Applicant(s) / Investor(s) Eligible Equity Shareholders and / or Renouncees who are entitled to apply 

or have applied for Equity Shares under the Issue, as the case may be 

Application Application made through submission of the Application Form or plain 

paper Application to the Designated Branch of the SCSBs or online/ 

electronic application through the website of the SCSBs (if  made available 

by such SCSBs) under the ASBA process. 

ASBA / Application Supported by 

Blocked Amount 

The application (whether physical or electronic) used by an ASBA Investor 

to make an application authorizing the SCSB to block the amount payable 

on application in the ASBA Account. 

ASBA Account Account maintained with the SCSB and specified in the Application Form 

or the plain paper Application by the Applicant for blocking the amount 

mentioned in the Application Form or the plain paper Application. 

ASBA Circulars Collectively, SEBI circular bearing reference number 

SEBI/CFD/DIL/ASBA/1/2009/30/12 dated December 30, 2009, SEBI 

circular bearing reference number CIR/CFD/DIL/1/2011 dated April 29, 

2011 and the SEBI circular bearing reference number 

SEBI/HO/CFD/DIL2/CIR/P/2020/13 dated January 22, 2020 

Banker(s) to the Issue Axis Bank Limited 

Banker to the Issue Agreement Agreement dated May 06, 2022 amongst our Company, the Lead Manager, 

the Registrar to the Issue and the Banker(s) to the Issue for transfer of funds 

to the Allotment Account from the Escrow Account and SCSBs, release of 

funds from Allotment Account to our Company and other persons and where 

applicable, refunds of the amounts collected from Applicants/Investors and 

providing such other facilities and services as specified in the agreement 

Basis of Allotment The basis on which the Rights Securities will be Allotted to successful 

Applicants in consultation with the Designated Stock Exchange under this 

Issue, as described in ñTerms of the Issueò on page 123. 

Controlling Branches of the 

SCSBs 

Such branches of the SCSBs which coordinate with the Lead Manager, the 

Registrar to the Issue and the Stock Exchange, a list of which is available on 

https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes 

Designated Branches Such branches of the SCSBs which shall collect application forms used by 

ASBA Investors and a list of which is available on 

https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes 

Designated Stock Exchange The Designated Stock Exchange for this Issue shall be BSE Limited 

Draft  Letter of Offer / DLOO This Draft Letter of Offer dated March 17, 2022, filed with BSE for 

obtaining in-principal approval, which does not contain complete particulars 

of the Issue. 

https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes
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Term Description 

Eligible Equity Shareholder(s) Equity Shareholders of our Company as on the Record Date 

Equity Shares Fully paid up equity shares of our Company having a face value of Rs. 2 

each 

Investor(s) Eligible Equity Shareholder(s) of our Company on the Record Date, i.e, 
June 03, 2022 and the Renouncee(s) 

Issue / Rights Issue Issue of 99,91,187 Equity Shares of face value of   2 each our Company for 

cash at a price of   10/- (including share premium of   8/-) per Equity 

Share for an aggregate amount of   999.12 lakhs to the Eligible Equity 

Shareholders on rights basis in the ratio of 7 Equity Share for every 30 

Equity Shares held by the Eligible Equity Shareholders on the record date, 

i.e. June 03, 2022 

Issue Closing Date July 07, 2022 
Issue Opening Date June 23, 2022 
Issue Period The period between the Issue Opening Date and the Issue Closing Date, 

inclusive of both days, during which Applicants can submit their 

applications, in accordance with the SEBI ICDR Regulations 

Issue Price  10/- per Equity Share 

Issue Proceeds / Gross Proceeds The monies received by our Company pursuant to the issue of Equity Shares 

on Rights basis which are allotted pursuant to the Issue 

Issue Size The issue of 99,91,187 Equity Shares for an aggregate amount of  999.12 

Lakhs 

Lead Manager SMC Capitals Limited 

Letter of Offer The Letter of Offer Dated May 27, 2022, filed with the BSE and SEBI 

Listing Agreement The listing agreement entered into between us and the BSE 

Net Proceeds Issue Proceeds less the Issue related expenses. For further details, see 

"Objects of the Issue" beginning on page 33 of this Letter of Offer 

Non Institutional Investor(s) Non institutional investor as defined under Regulation 2(1)(jj) of the SEBI 

ICDR Regulations. 

Off Market Renunciation The renunciation of Rights Entitlements undertaken by the Investor by 

transferring them through off market transfer through a depository 

participant in accordance with the SEBI Rights Issue Circulars and the 

circulars issued by the Depositories, from time to time, and other applicable 

laws. 

On Market Renunciation The renunciation of Rights Entitlements undertaken by the Investor by 

trading them over the secondary market platform of the Stock Exchanges 

through a registered stock broker in accordance with the SEBI Rights Issue 

Circulars and the circulars issued by the Stock Exchanges, from time to 

time, and other applicable laws, on or before July 04, 2022. 

Qualified Institutional Buyer(s) / 

QIB(s) 

Qualified Institutional Buyer as defined under Regulation 2(1)(ss) of SEBI 

ICDR Regulations 

Record Date Designated date for the purpose of determining the Shareholders eligible to 

apply for Equity Shares in the Issue, in this case Friday, June 03, 2022. 

Registrar / Registrar to the Issue M/s Big share Services Private Limited 

Renouncees Any person(s), who not being the original recipient, has/have  acquired the 

Rights Entitlement, in accordance with the SEBI ICDR Regulations read 

with the SEBI Rights Issue Circulars. 

Renunciation Period The period during which the Investors can renounce or transfer their Rights 

Entitlements which shall commence from the Issue Opening Date. Such 

period shall close on July 04, 2022 in case of On Market Renunciation. 

Eligible Equity Shareholders are requested to ensure that renunciation 

through off-market transfer is completed in such a manner that the Rights 

Entitlements are credited to the demat account of the Renouncee on or prior 

to the Issue Closing Date. 

Rights Entitlement / RE The number of Equity Shares that an Eligible Equity Shareholder is entitled, 

that is determined as a proportion to the number of Equity Shares held by 
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Term Description 

such Eligible Equity Shareholder on the Record Date, i.e., 7 Equity Share 

for every 30 Equity Shares held on June 03, 2022. 

Rights Entitlement Letter Letter including details of Rights Entitlements of the Eligible Equity 

Shareholders. The Rights Entitlements are also accessible on the website of 

our Company. 

Rights Equity Shareholder(s) A holder of the Rights Equity Shareholders, from time to time. 

Rights Equity Share(s) Equity shares of our Company to be Allotted pursuant to this Issue 

Self-Certified Syndicate 

Bank / SCSB 

Self-Certified Syndicate Bank(s), registered with SEBI, which acts as a 

Banker to the Issue and which offers the facility of ASBA. A list of all 

SCSBs is available at 

https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes 

Stock Exchange BSE Limited (BSE), where our Equity Shares are presently listed 

Working Day(s) In terms of Regulation 2(1)(mmm) of SEBI ICDR Regulations, working day 

means all days on which commercial banks in Mumbai are open for 

business. Further, in respect of Issue Period, working day means all days, 

excluding Saturdays, Sundays and public holidays, on which commercial 

banks in Mumbai are open for business. Furthermore, the time period 

between the Issue Closing Date and the listing of Equity Shares on the Stock 

Exchanges, working day means all trading days of the Stock Exchanges, 

excluding Sundays and bank holidays, as per circulars issued by SEBI 

 

Conventional / General Terms and Abbreviations 

 
Term /Abbreviation  Description / Full  Form 

ñ ò, ñRs.ò, ñRupeesò or ñINRò Indian Rupee(s). 

AIF(s) Alternative investment funds, as defined and registered with SEBI under 

the Securities and Exchange Board of India (Alternative Investment Funds) 

Regulations, 2012. 

BSE BSE Limited. 

CAGR Compounded Annual Growth Rate 

CDSL Central Depository Services (India) Limited. 

CIN Corporate identity number. 

Companies Act, 1956 Erstwhile Companies Act, 1956 along with the rules made thereunder 

Companies Act, 2013 Companies Act, 2013 along with the rules made thereunder. 

COVID-19 / Novel Coronavirus A public health emergency of international concern as declared by the 

World Health Organization on January 30, 2020 and a pandemic on March 

11, 2020 

Depositories Act Depositories Act, 1996. 

Depository A depository registered with SEBI under the Securities and Exchange 

Board of India (Depositories and Participants) Regulations, 2018 or under 

any erstwhile Regulations 

DIN Director identification number. 

ñDPò or ñDepository Participantò Depository participant as defined under the Depositories Act. 

DP ID Depository participantôs identification 

EPS Earnings per Equity Share 

FDI Foreign Direct Investment 

FCNR Account Foreign currency non-resident account 

FEMA Foreign Exchange Management Act, 1999, together with rules and 
regulations thereunder 

"Financial Year", òFYò, "Fiscal 
Year" or "Fiscal" 

Period of 12 months ended March 31 of that particular year, unless 
otherwise stated 

FPIs Foreign portfolio investors as defined under the SEBI FPI Regulations 

Fugitive Economic Offender An individual who is declared a fugitive economic offender under Section 
12 of the Fugitive Economic Offenders Act, 2018 

https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes
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FVCI Foreign venture capital investors as defined under and registered with SEBI 
pursuant to the Securities and Exchange Board of India (Foreign Venture 
Capital Investors) Regulations, 2000 registered with SEBI 

GAAP Generally accepted accounting principles 

GoI Government of India 

GST Goods and Service Tax  

HUF  Hindu Undivided Family 

IBC Insolvency and Bankruptcy Code, 2016 

ICAI  Institute of Chartered Accountants of India 

IFRS International Financial Reporting Standards 

Income Tax Act Income-Tax Act, 1961 

Ind AS  

 

Indian accounting standards as specified under section 133 of the 
Companies Act 2013 read with Companies (Indian Accounting Standards) 
Rules 2015, as amended 

ñInsider Trading Regulationsò or 

ñPIT Regulationsò 

Securities and Exchange Board of India (Prohibition of Insider Trading) 
Regulations, 2015 

MCA Ministry of Corporate Affairs 

Net Worth The aggregate value of the paid-up share capital and all reserves created out 
of the profits, securities premium account and debit or credit balance of 
profit and loss account, after deducting the aggregate value of the 
accumulated losses, deferred expenditure and miscellaneous expenditure 
not written off, as per the audited balance sheet, but does not include 
reserves created out of revaluation of assets, write-back of depreciation and 
Amalgamation 

NPA(s) Non-performing assets 

NRE Account Non-resident external account 

NRI A person resident outside India, who is a citizen of India and shall have the 
same meaning as ascribed to such term in the Foreign Exchange 
Management (Deposit) Regulations, 2016 

NRO Account Non-resident ordinary account 

NSDL National Securities Depository Limited 

NSE National Stock Exchange of India Limited 

PAN Permanent account number 

PAT Profit after tax 

SCRA Securities Contracts (Regulation) Act, 1956 

SCRR Securities Contracts (Regulation) Rules, 1957 

SEBI Securities and Exchange Board of India 

SEBI Act Securities and Exchange Board of India Act, 1992 

SEBI Listing Regulations Securities and Exchange Board of India (Listing Obligations and Disclosure 
Requirements) Regulations, 2015 

SEBI Rights Issue Circulars Collectively, SEBI circular, bearing reference number 
SEBI/HO/CFD/DIL2/CIR/P/2020/13 dated January 22, 2020 read with 
SEBI circular, bearing reference number 
SEBI/HO/CFD/DIL2/CIR/2020/78 dated May 6, 2020, bearing reference 
number SEBI/HO/CFD/DIL1/CIR/P/2020/136 dated July 24, 2020, bearing 
reference number SEBI/HO/CFD/DIL1/CIR/P/2021/13 dated January 19, 
2021 and bearing reference number SEBI/HO/CFD/DIL2/CIR/P/2021/552 
dated April 22, 2021, bearing reference number 
SEBI/HO/CFD/DIL2/CIR/P/2021/633 dated October 1, 2021 and bearing 
reference number SEBI/HO/CFD/SSEP/CIR/P/2022/66 dated May 19, 
2022. 

SEBI ICDR Regulations Securities and Exchange Board of India (Issue of Capital and Disclosure 
Requirements) Regulations, 2018 

STT Securities transaction tax 

Takeover Regulations Securities and Exchange Board of India (Substantial Acquisition of Shares 
and Takeovers) Regulations, 2011 

UPI Unified Payments Interface 
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NOTICE  TO INVESTORS 

 

The distribution of the Letter of Offer, the Abridged Letter of Offer, Application Form, Rights Entitlement Letter 

and the issue of the Rights Entitlement and the Equity Shares on a rights basis to persons in certain jurisdictions 

outside India are restricted by legal requirements prevailing in those jurisdictions. Persons into whose possession the 

Letter of Offer, the Abridged Letter of Offer, Application Form or Rights Entitlement Letter may come are required 

to inform themselves about and observe such restrictions. Our Company is making this Issue on a rights basis to the 

Eligible Equity Shareholders and will dispatch the Letter of Offer / Abridged Letter of Offer, Application Form and 

Rights Entitlement Letter only to Eligible Equity Shareholders who have provided an Indian address to our 

Company. Those overseas shareholders who do not update our records with their Indian address or the address of 

their duly authorized representative in India, prior to the date on which we propose to dispatch this Letter of Offer / 

Abridged Letter of Offer, Application Form and Rights Entitlement Letter, shall not be sent the Letter of Offer / 

Abridged Letter of Offer, Application Form and Rights Entitlement Letter. 

 

No action has been or will be taken to permit the Issue in any jurisdiction where action would be required for that 

purpose, except that the Draft Letter of Offer was filed with BSE for its in-principal approval and Letter of offer will 

be filed with SEBI for its information. Accordingly, the issue of the Rights Entitlement and the Equity Shares may 

not be offered or sold, directly or indirectly, and the Letter of Offer, the Abridged Letter of Offer or any offering 

materials or advertisements in connection with the Issue may not be distributed, in any jurisdiction, except in 

accordance with legal requirements applicable in such jurisdiction. Receipt of the Letter of Offer or the Abridged 

Letter of Offer will not constitute an offer in those jurisdictions in which it would be illegal to make such an offer 

and, in those circumstances, the Letter of Offer or the Abridged Letter of Offer must be treated as sent for 

information only and should not be acted upon for subscription to Equity Shares. Accordingly, persons receiving a 

copy of the Letter of Offer or the Abridged Letter of Offer should not, in connection with the issue of the Equity 

Shares or the Rights Entitlements, distribute or send the Letter of Offer or the Abridged Letter of Offer in or into any 

jurisdiction where to do so, would or might contravene local securities laws or regulations. If the Letter of Offer or 

the Abridged Letter of Offer is received by any person in any such jurisdiction, or by their agent or nominee, they 

must not seek to subscribe to the Equity Shares or the Rights Entitlements referred to in the Letter of Offer or the 

Abridged Letter of Offer. Investors can also access the Draft Letter of Offer, the Letter of Offer, the Abridged Letter 

of Offer and the Application Form from the websites of the Registrar, our Company, the Lead Manager and the 

Stock Exchange. 

 

Neither the delivery of the Letter of Offer or the Abridged Letter of Offer nor any sale hereunder, shall, under any 

circumstances, create any implication that there has been no change in our Companyôs affairs from the date hereof 

or the date of such information or that the information contained herein is correct as at any time subsequent to the 

date of the Letter of Offer and the Abridged Letter of Offer or the date of such information. 
 

NO OFFER IN THE UNITED STATES  

THE RIGHTS ENTITLEMENTS AND THE RIGHTS EQUITY SHARES HAVE NOT BEEN AND WILL NOT 

BE REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE Γ

SECURITIES ACTΔ), OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES AND MAY 

NOT BE OFFERED OR SOLD IN THE UNITED STATES, EXCEPT IN A TRANSACTION NOT SUBJECT TO, 

OR EXEMPT FROM, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND 

APPLICABLE STATE SECURITIES LAWS. THE RIGHTS ENTITLEMENTS AND RIGHTS EQUITY 

SHARES ARE BEING OFFERED AND SOLD ONLY TO PERSONS OUTSIDE THE UNITED STATES IN 

OFFSHORE TRANSACTIONS AS DEFINED IN AND IN RELIANCE ON REGULATION S UNDER THE 

SECURITIES ACT (ñREGULATION Sò). ACCORDINGLY, THE RIGHTS ENTITLEMENT AND THE RIGHTS 

EQUITY SHARES MAY NOT BE OFFERED OR SOLD, DIRECTLY OR INDIRECTLY, AND THE LETTER 

OF OFFER AND ANY OTHER ISSUE MATERIALS MAY NOT BE DISTRIBUTED, IN WHOLE OR IN PART, 

IN OR INTO IN (I) THE UNITED STATES OR (II) OR ANY JURISDICTION OTHER THAN INDIA EXCEPT 

IN ACCORDANCE WITH LEGAL REQUIREMENTS APPLICABLE IN SUCH JURISDICTION. RECEIPT OF 

THE LETTER OF OFFER OR ANY OTHER ISSUE MATERIALS (INCLUDING BY WAY OF ELECTRONIC 

MEANS) WILL NOT CONSTITUTE AN OFFER, INVITATION TO OR SOLICITATION BY ANYONE (I) IN 

THE UNITED STATES OR (II) IN ANY JURISDICTION OR IN ANY CIRCUMSTANCES IN WHICH SUCH 

AN OFFER, INVITATION OR SOLICITATION IS UNLAWFUL OR NOT AUTHORIZED OR TO ANY 

PERSON TO WHOM IT IS UNLAWFUL TO MAKE SUCH AN OFFER, INVITATION OR SOLICITATION. 
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CURRENCY OF FINANCIAL PRESENTATION  

 

In the Letter of Offer, unless the context otherwise requires, the currency is ñIndian Rupees/ Rs./ INR/ ò. All 

references to one gender also refers to another gender and the word ñLac / Lakhò means ñone hundred thousandò, 

the word ñmillion (mn)ò means ñten lac / lakhò, the word ñCroreò means ñten millionò and the word ñbillion (bn)ò 

means ñone hundred croreò. In this Letter of Offer, any discrepancies in any table between total and the sum of the 

amounts listed are due to rounding-off. 

 

Throughout this Letter of Offer, unless otherwise stated, all figures have been expressed in Lakhs and / or crores and 

/or millions. Unless indicated otherwise, the financial data in this Letter of Offer is derived from our Companyôs 

audited financial statements for Financial year ending March 31, 2021and/or Unaudited Financial Statements for 

Quarter and Nine months ended December 31, 2021 prepared in accordance with IND AS, applicable accounting 

standards and guidance notes issued by the ICAI, the applicable provisions of the Companies Act and other statutory 

and / or regulatory requirements and are included in this Letter of Offer as required under the SEBI ICDR 

Regulations. Unless indicated otherwise, the operational data in this Letter of Offer is presented on a basis and refers 

to the operations of our Company. In this Letter of Offer, any discrepancies in any table between the total and the 

sums of the amounts listed are due to rounding off. 

 

For additional definitions used in this Letter of Offer, see the section óDefinitions and Abbreviationsô on page 2 of 

this Letter of Offer. 

 

USE OF MARKET DATA  

 

Unless stated otherwise, market data used throughout this Letter of Offer has been obtained from internal Company 

reports, data, websites and industry publications. Industry publication data and website data generally state that the 

information contained therein has been obtained from sources believed to be reliable, but that their accuracy and 

completeness and underlying assumptions are not guaranteed and their reliability cannot be assured. 
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FORWARD LOOKING STATEMENTS  

 

Certain statements in the Letter of Offer are not historical facts but are ñforward-lookingò in nature. Forward 

looking statements appear throughout the Letter of Offer, including, without limitation, under the chapter ñRisk 

Factorsò. Forward-looking statements include statements concerning our plans, objectives, goals, strategies, future 

events, future revenues or financial performance, capital expenditures, financing needs, plans or intentions relating 

to acquisitions, our competitive strengths and weaknesses, our business strategy and the trends we anticipate in the 

industry and the political and legal environment, and geographical locations, in which we operate, and other 

information that is not historical information. 

 

Words such as ñaimsò, ñanticipateò, ñbelieveò, ñcouldò, ñcontinueò, ñestimateò, ñexpectò, ñfutureò, ñgoalò, ñintendò, 

ñis likely toò, ñmayò, ñplanò, ñpredictò, ñprojectò, ñseekò, ñshouldò, ñtargetsò, ñwouldò and similar expressions, or 

variations of such expressions, are intended to identify forward-looking statements but are not the exclusive means 

of identifying such statements.  

 

By their nature, forward-looking statements involve inherent risks and uncertainties, both general and specific, and 

risks exist that the predictions, forecasts, projections and other forward-looking statements will not be achieved. 

 

These risks, uncertainties and other factors include, among other things, those listed under ñRisk Factorsò, as well as 

those included elsewhere in the Letter of Offer. Prospective investors should be aware that a number of important 

factors could cause actual results to differ materially from the plans, objectives, expectations, estimates and 

intentions expressed in such forward-looking statements. These factors include, but are not limited, to: 

 

¶ General economic and business conditions in the markets in which we operate and in the local, regional and 

national economies; 

¶ Increasing competition in or other factors affecting the industry segments in which our Company operates; 

¶ Changes in laws and regulations relating to the industries in which we operate; 

¶ Our ability to meet our capital expenditure requirements and/or increase in capital expenditure; 

¶ Fluctuations in operating costs and impact on the financial results; 

¶ Our ability to attract and retain qualified personnel; 

¶ Changes in technology in future; 

¶ Changes in political and social conditions in India or in countries that we may enter, the monetary policies of India 

and other countries, inflation, deflation, unanticipated turbulence in interest rates, equity prices or other rates or 

prices; 

¶ The performance of the financial markets in India and globally; and 

¶ Any adverse outcome in the legal proceedings in which we are involved. 

 

For a further discussion of factors that could cause our actual results to differ, please refer to ñRisk Factorsò on page 

12 of this Letter of Offer. By their nature, certain market risk disclosures are only estimates and could be materially 

different from what actually occurs in the future. As a result, actual future gains or losses could materially differ 

from those that have been estimated. Neither we nor the Lead Manager make any representation, warranty or 

prediction that the results anticipated by such forward-looking statements will be achieved, and such forward-

looking statements represent, in each case, only one of many possible scenarios and should not be viewed as the 

most likely or standard scenario. Neither we nor the Lead Manager nor any of their respective affiliates or advisors 

have any obligation to update or otherwise revise any statements reflecting circumstances arising after the date 

hereof or to reflect the occurrence of underlying events, even if the underlying assumptions do not come to fruition. 

In accordance with SEBI / Stock Exchange requirements, we and Lead Manager will ensure that the Eligible Equity 

Shareholders are informed of material developments until the time of the grant of listing and trading permissions by 

the Stock Exchange. 
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SUMMARY OF LETTER OF OFFER  

 

The following is a general summary of the terms of this Issue, and should be read in conjunction with and is 

qualified by the more detailed information appearing in this Letter of Offer, including the sections titled ñRisk 

Factorsò, ñThe Issueò, ñCapital Structureò, ñObjects of the Issueò, ñOur Businessò, ñOutstanding Litigation and 

Material Developmentsò and ñTerms of the Issueò. 

 

Summary of Our Business 

 

We are engaged in the business of Ginning, Manufacturing of Cotton Yarn, Dyed Yarn, Grey Fabric and Dyed 

Fabric. Our manufacturing facilities are located in the state of Andhra Pradesh. We also have three Hydel Power 

Plants of total capacity of 4 MW in Telangana. 

 

Objects of the Issue 

 

Requirement of Funds 

The total estimated funds requirement is given below: 

Sr. 
No. 

Particulars Amount 
(in  lakhs) 

1.  Part Repayment of outstanding Term Loans from Bank 800.00 

2. General corporate purposes 157.59 
3. Expenses for the Issue 41.53 
Total 999.12 

 

Means of Finance 

 

Particulars Amount (in Rs. Lakhs) 

Gross Proceeds from the Issue 999.12 

Less: Issue related expenses 41.53 

Net Proceeds from the Issue 957.59 

 

 For details, see ñObjects of the Issueò beginning on page 33 of this Letter of Offer. 

 

Intention and extent of participation  by our Promoter and Promoter Group in the Issue 
 

Our Promoters, Mr. Poluri Venkateshwara Reddy and Mr. Gurram Venkata Krishna Reddy, on behalf of themselves 

and as representative of the Promoter Group have confirmed vide letter dated January 08, 2022, that they alongwith 

Promoter Group will subscribe to the full  extent of the aggregate rights entitlement of the Promoter and Promoter 

Group, either through themselves or through other members of the Promoter and Promoter Group, including 

renunciation within the Promoter Group in the Issue. Further, our Promoter and Promoter Group may subscribe to 

additional Rights Securities.  

Such subscription for Equity Shares over and above their Rights Entitlement, if allotted, may result in an increase in 

their percentage shareholding. Any such acquisition of additional Rights Equity Shares (including any unsubscribed 

portion of the Issue) shall be in accordance with Regulation 10(4) of SEBI Takeover Regulations and shall not result 

in a change of control of the management of our Company in accordance with provisions of the Takeover 

Regulations. Our Company is in compliance with Regulation 38 of the SEBI Listing Regulations and will continue 

to comply with the minimum public shareholding requirements pursuant to the Issue. 
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Summary of Outstanding Litigations : 

 

Following are the Summary of Outstanding Litigations involving our Company: 

 

 

LITIGATIONS  PENDING AGAINST OUR COMPANY  

S. 

no.  
Category Brief  

Total no 

of cases 

Amount involved 

(in  Lakhs)  

1 Civil  OS 41 of 2018 U/s 26 of Cpc 1 Not Ascertainable 

2 Labour 
WC Case No. 08/2019 under Indian 

Worksmenôs Compensation act, 1923 (WC Act) 

1 Not Ascertainable 

LITIGATIONS  PREFERRED BY OUR COMPANY 

S. 

no.  
Category Brief  

Total no 

of cases 

Amount involved 

(in  Lakhs)  

1 Civil  
Civil Appeal with  The Appellate Tribunal of 

the  Electricity 

1 Approx. 50.00 

 

Tax Related Matters 

 

Nature of tax involved Number of cases outstanding Amount involved (  in Lakh) 

Direct Tax (A)   

Income Tax 1 67.85 

 

For further details, please see the Chapter titled ñOutstanding Litigations and Material Developmentsò starting from 

page 115 of this Letter of Offer. 

 

Risk Factors 

 

For details of the risks applicable to our Company, please see section titled ñRisk Factorsò given on page 12 of this 

Letter of Offer. 

 

Contingent Liabilities  

 

For details regarding our contingent liabilities, see ñFinancial Statementsò beginning on page 57 of this Letter of 

Offer. 

 

Related Party Transactions 

 

For details regarding our related party transactions, see ñFinancial Statementsò beginning on page 57 of this Letter 

of Offer. 

 

Issuance of Equity  Shares for  consideration other than cash in the last one year 

 

No Equity Shares have been issued by our Company for consideration other than cash as on the date of filing of this 

Letter of   Offer. 

 

Past Issues 

Besides Initial Public Offering Prospectus dated 10.01.1995, Our Company had filed Letter of Offer dated March 27, 

2019 of Rights Issue not exceeding Rs. 995.50 Lakhs to meet Additional Working Capital requirements and General 

Corporate Purposes with BSE. BSE had issued its in principle approval for the same vide their letter dated May 14, 

2019. However, due to market conditions, the management decided not to come out with the Rights Issue then. 
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SECTION II - RISK FACTORS 

 

An investment in equity shares involves a high degree of risk. You should carefully consider all the information 

in the Letter of Offer, including the risks and uncertainties described below, before making an investment in our 

Equity Shares. The risks and uncertainties described in this section are not the only risk we may face. If any of 

the following risks actually occur, our business, financial condition and results of operations could suffer, the 

trading price of our Equity Shares could decline, and you may lose all or part of your investment. Unless 

otherwise stated in the relevant risk factors set below, we are not in a position to specify or quantify the financial 

or other implications of any risk mentioned herein. In making an investment in this Issue, prospective investors 

must rely on their own examination of our Company and terms of the Issue.  

Unless otherwise stated or the context otherwise requires, the financial information used in this section is derived 

from our Audited and Unaudited Financial Information. 

 

INTERNAL RISK FACTORS  

 

1. We are party to certain legal proceedings and cannot assure investors that we will prevail in these actions. Any 

adverse outcome in these or other proceedings may adversely affect our business, reputation, financial condition 

and results of operations. 

 

We are involved, from time to time, in legal proceedings that are incidental to our operations and involve suits filed 

by and against our Company by various parties. There are several outstanding litigations involving our Company 

including Civil, Tax related, Labour cases etc. These legal proceedings are pending at different levels of 

adjudication before various courts and tribunals in different jurisdictions. A degree of judgement is required to 

assess our exposures in these proceedings and determine the appropriate value of provisions if any.  

 

Should the proceedings be decided adversely against us, or any new developments arise, such as a change in Indian 

law or rulings against us by appellate courts or tribunals, we may incur significant expenses and management time 

in such legal proceedings and may need to make provisions in our Financial statements for such litigations, which 

could have adverse effect on our business, reputation, results of operations, financial condition and prospects. For 

further details, please see the section entitled ñOutstanding Litigations and Material Developmentsò on page 115 of 

this Letter of Offer. 

 

2. We have incurred losses in the past and as a result we had negative earnings per share. If we continue to incur 

losses, the results of our operations and financial condition may be materially and adversely affected. 

 

We have reported net loss of Rs. 789.62 lakhs and Rs. 1,208.88 Lakhs in the FY 2020-21 and FY 2019-20 

respectively. As a result, our Company has negative EPS on of Rs. (1.84) in FY 2020-21 and Rs. (2.82) in FY 2019-

20. However, our Company had Operating Profit of Rs. 994.41 lakhs and Rs. 539.53 lakhs for FY 2020-21 and FY 

2019-20 respectively. For the nine months period ended December 31, 2021, we had Operating Profit of Rs. 

3,907.95 Lakhs and Net Profit of Rs. 805.59 Lakhs. For further details on our financial performance see section 

ñFinancial Statementsò on Page 57 of this Letter of Offer. If  we incur losses in future, it may put a strain on our 

financial resources and also affect our ability to conduct efficiently our business operations. We cannot assure you 

that we will not incur losses in the future which may materially and adversely affect our results of operations, 

prospects and financial condition. 

 

3. We have not provided for certain contingent liabilities for financial year ending 2021 and 2020 which if 

materialize could adversely affect our financial position. 

 

In the financial years ending March 31, 2021 and March 31, 2020, we have not provided for the following 

contingent liabilities as per audited financial statements: 

                                                                                                                     (Amount in Rs.) 

Particulars As at 31.03.2021 As at 31.03.2020 

State Levies on Electricity (Includes demand 

towards differential wheeling charges Rs. 3,29,70,993/-)*  

4,16,00,410.00 1,10,86,246.00 

Income-tax - 38,405.00 

Entry Tax 2,34,726.00 2,34,726.00 
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Total 4,18,35,136.00 1,13,59,377.00 

 

* The demand towards differential wheeling charges has been settled by our Company by paying Rs. 142.81 Lakhs 

as final settlement amount to APCPDCL (Andhra Pradesh Central Power Distribution Corporation Limited). 

 

If any contingent liability materializes, our results of operations and financial condition may be adversely affected. 

For more details of our contingent liabilities for the fiscals ended March 31, 2021 and March 31, 2020 refer to the 

section titled ñFinancial Statementsò on page 57 of this Letter of Offer. 

 

4. The extent to which the recent coronavirus (COVID-19) outbreak impacts our Companyôs business, cash flows, 

results of the operations and financial condition will depend on future developments, which are highly uncertain 

and cannot be predicted. 

 

The impact of the COVID-19 pandemic on our business, operations and financial performance have included and 

may continue to include significant decline in revenue from operations in case of any further surge in COVID 19 

which may lead to lockdowns or other restrictions . We experienced and may continue to be subject to temporary 

shutdown and reduced factory-level operations such as reduced operating hours, as mandated by regulatory 

authorities. Our Companyôs total revenue from operations decreased by approximately 18% from  29,161.07 Lakhs 

in Fiscal 2020 to  24,061.97 Lakhs in Fiscal 2021. The impact of the ongoing pandemic, particularly any more 

communicable strains of the virus may also result in an adverse impact on our profitability. We also incurred and 

may continue to incur additional expenses in complying with evolving government regulations, including with 

respect to social distancing measures and sanitization practices. 

 

5. We have entered into a number of related party transactions. There can be no assurance that entering into such 

transaction with related parties will be the most beneficial option for our Company. 

 

We have entered into a number of related party transactions with our Directors / Key managerial Personnel and 

entities with which our Directors/KMPôs are associated. For details on related party transactions, see the chapter 

titled ñFinancial Statementsò on page 57 of this Letter of Offer. 

 

Our Companyôs policy on transactions with related parties is that such transactions are conducted on normal 

commercial terms in the ordinary and normal course of business. Our Company may enter into additional 

transactions with its related parties in the future. However, there is no independent verification that the terms of such 

transactions with the related parties are most beneficial to our Company or whether more favorable terms could have 

been achieved had such transactions been entered with unrelated parties. 

 

6. Our Company had negative cash flows from operating activities, investing activities and financing activities 

during the preceding financial years. Inability to earn positive cash flows may have an adverse effect on the 

business operations of our Company. 
 

Our Company has negative cashflow from operating activities, investing activities and from financing activities in 

both or either of the preceding two financial years. The details of the same are given below: 

 

 (Rs. In Lakhs) 

Particulars For the year ended March 31, 

2021 2020 

Net Cash from Operating Activities (255.13) 3,937.51 

Net Cash from Investing Activities (453.97) (1,143.57) 

Net Cash from Financing Activities 1,048.91 (2,795.49) 

 

For further details of our cash flows, please see Cash Flow Statement under the head ñFinancial Statementsò 

beginning on page 57 of this Letter of Offer. 

 

If we are not able to maintain positive cash flow or improve profitability, we cannot assure you that we will be able 

to sustain our growth or not incur losses in future periods. 
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7. Our business is dependent on proper maintenance of manufacturing facilities which are located at two places in 

Andhra Pradesh and Hydel Power Plants in Telangana which contributes to our revenue. The loss of or 

shutdown of operations at any of our manufacturing facilities may have an adverse effect on our business and 

results of operations. 

 

Our Ginning, Ring Spinning and Open end Spinning Plant is located in Guntur, Andhra Pradesh, Weaving and 

Dyeing plant is located in Addanki, Andhra Pradesh while our Hydel Plants are located nearby Nelakondapalli, 

Telangana.  

 

The success of our manufacturing activities and the success of our products depend on, among other things, the 

productivity of our workforce, compliance with regulatory requirements and the continued functioning of our 

manufacturing facilities and machinery. Our manufacturing activities are subject to operating risks, such as fire, 

breakdown or failure of equipment, power supply or processes, performance below expected levels of output or 

efficiency, obsolescence, labour disputes, strikes, lock-outs, non-availability of services of our external contractors, 

industrial accidents etc. Disruptions in our manufacturing activities, due to natural or manmade disasters, workforce 

disruptions, regulatory approval delays, fire or the failure of machinery or any other reason could delay production 

or require us to shut down the affected manufacturing facility. Although we have implemented industry acceptable 

risk management controls at our manufacturing locations and continuously seek to upgrade them, the risk of fire or 

explosion associated with these materials cannot be completely eliminated. The occurrence of any of these risks 

could significantly affect our operating results. 

 

Cotton being a highly flammable commodity, every stage from procurement, processing, storage and transportation 

to trading is fraught with danger of an instant fire. The risk of fire hazard is increased due to increased automation 

and use of large volume of air for material handling. Blow room and carding area are more prone to such hazard. 

Any fire, or such mishaps or accidents at our Companyôs facilities could lead to property damages, property loss and 

accident claims and could impact our business and results of operations. 

 

8. Raw material most of which is Cotton / Kapas is sourced from external suppliers, mostly farmers. Any increase in 

the Raw Material Cost or other input costs and shortfall in the supply of Raw Material and quality of the same 

may adversely impact our business, cause delay and increase in costs. 

 

Our core business involves manufacturing of cotton yarn and cotton fabric. Therefore, our Company is heavily 

dependent on Kapas and Cotton Bales as major Raw Material.  Since most of the key raw materials are Cotton based, 

the industry is sensitive to Cotton prices. Being an agricultural commodity, there can be fluctuations in price of 

cotton due to the vagaries of weather among other factors. Any rise in Cotton price may hurt our margin as they 

account for majority of input cost. Specifically, fast pricing changes in raw material prices, which may change daily, 

and contract product prices, which in many cases are negotiated only monthly, quarterly or less often, sometimes 

with an additional lag in effective dates for increases, have had in the past and may continue to have a negative 

effect on our profitability. Any significant increase in cotton prices may also result in market shift towards alternate 

products such as synthetic and man-made fabrics. 

 

Further, any delay in supply or non-conformity to quality requirements by our suppliers or fluctuations in the prices 

of the same may adversely affect our production process and our ability to meet our customerôs requirements which 

may lead to loss of customers. Further, while we purchase most of our Cotton from the domestic market, however, 

from time to time, we also import some of our Raw Materials and thus are subject to risk related to currency 

fluctuation, global logistic disruptions and other factors. This may have an adverse effect on our margins and results 

of operations. 

 

9. Our electricity supply may not be reliable; we may be adversely affected by increasing power costs. 

 

Our manufacturing operations require substantial amount of power. Power and fuel costs constitute our second 

highest manufacturing expense after raw material cost, amounting to Rs. 2,592.56 lakhs in FY 2020-21and Rs. 

3,407.24 lakhs in FY 2019-20. We procure power from Southern Power Distribution Company of Andhra Pradesh 

for our manufacturing operations. If the per unit cost of electricity is increased by the state electricity boards our 

power costs will increase. It may not be possible to pass on any increase in our power costs to our customers, which 

may adversely affect our profit margins. If our supply of electricity were interrupted or limited, we would be 

required to suspend production, which, if lasting longer than a very short period, result in reduction of our capacity 
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utilization and thereby, would materially and adversely affect our business, financial condition or results of 

operations. In addition to the production losses that we would incur during production shutdowns, we may not be 

able to immediately return to full production volumes following power interruptions, however brief. Accordingly, 

any increase in power costs or interrupted supply of power could adversely affect our operations, and financial 

condition. 

 

10. We are subject to government policies and regulations relating to the agricultural sector, particularly related to 

cotton and related industries; which may have an impact on our operations and profitability. 

 

Production of cotton, our primary raw material for our operations and trade flows are significantly affected by 

government policies and regulations. Governmental policies affecting the agricultural industry (such as taxes, tariffs, 

duties, subsidies and import and export restrictions on agricultural commodities and commodity products) can 

influence industry profitability, the planting of certain crops versus other uses of agricultural resources, the location 

and size of crop production and the volume and types of imports and exports. Future government policies may 

adversely affect the supply, demand for and prices of our products; restrict our ability to do business in our existing 

and target markets; which could adversely affect our financial results and cash flows. 

 

11. We have not undertaken an independent appraisal for proposed fund requirement and the deployment of the 

proceeds of the issue. 

 

The funds being raised through the Issue are proposed to be used for Part repayment of outstanding Term Loans 

from Bank and other general corporate purposes. The fund requirement is based on our management estimatesô and 

has not been appraised by any bank/financial institution. These are based on current conditions. In view of the 

highly competitive nature of our industry we may have to revise our management estimatesô from time to time and 

consequently our funding requirements may also change. We intend to repay Rs. 800 lakhs of outstanding term loan 

to Indian Bank.  

 

Pending utilization of the net proceeds, we intend to deposit such Net Proceeds in scheduled commercial banks. 

Since our Issue Size is less than Rs. 100 Crores, we have not appointed any monitoring agency to monitor the 

utilization of net proceeds. However, the utilization of the net proceeds will be monitored by our Board. 

 

12. Our Promoters may have the ability to determine the outcome of any shareholder resolution. 

 

Our Promoter Group is the largest shareholder of our Company holding 52.69% of the pre issue capital. As a result, 

our promoter group may continue to be the largest shareholders of post-issue equity capital of our company. As 

significant shareholders, our Promoters may have interests which may affect the interests of shareholders and /or our 

interests and may have the ability to determine the outcome of any shareholder resolution. 

 

13. One of our Group Companies operate in similar lines of business as us and certain of our Promoters and 

members of Promoter Group are also on the Board of Directors of such entities. In the event of a conflict of 

interest, our Promoters and our Directors may favor the interests of such entity over our interests. 

 

The objects of our Group Company, Kallam Brothers Cottons Private Limited, allows it to carry on business 

activities which are similar to activities being carried out by our Company. Accordingly, there are some Common 

Pursuits between our Group Company and our Company. Certain of our Promoters and members of Promoter Group 

are also on the board of directors of our Group Companies. Accordingly, we cannot assure you that business 

activities of our Group Companies will not create a potential conflict of interest for our Promoters and/or our 

Directors. Due to such conflicts of interest, our Promoters and/or our Directors may make decisions which may 

favor the interests of the shareholders of our Group Companies, which may adversely affect our business, results of 

operations and financial condition. 
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14. Our Company is dependent on third party transportation providers for the supply of raw materials and delivery of 

our products and any disruption in their operations or a decrease in the quality of their services could affect our 

Company's reputation and results of operations. 

 

As a manufacturing business, our success depends on the smooth supply and transportation of the raw materials 

required for our manufacturing process and transportation of our products from our units or warehouses to our 

customers and distributors, both of which are subject to various uncertainties and risks.  

 

We use a combination of third party transportation providers and our own fleet for the delivery of raw materials to 

us and delivery of our products to our customers and distributors. Transportation strikes have had in the past, and 

could again in the future, have an adverse effect on our supplies and our deliveries to and from our customers and 

suppliers in a timely and cost efficient manner. In addition, raw materials and products may be lost or damaged in 

transit for various reasons including occurrence of accidents or natural disasters. There may also be delay in delivery 

of raw materials and products which may also affect our business and our results of operation negatively. Failure to 

maintain a continuous supply of raw materials or to deliver our products to our customers in an efficient and reliable 

manner could have a material and adverse effect on our business, financial condition and results of operations. 

 

15. We may not be able to identify or effectively respond to consumer needs, expectations or trends in cotton fabric 

industry in a timely manner, which could adversely affect our relationship with our customers, our reputation, 

the demand for our products, our market share and our prospects. 
 

The success of our business depends in part on our ability to anticipate, identify and respond promptly to evolving 

trends in demographics and consumer preferences, expectations and needs in respect of Cotton Fabric Industry. The 

fashion industry is rapidly evolving, and aligning our business concept to respond to our customersô preference for 

fabric and their colors is critical to our future success. Our success is also dependent on our ability to identify and 

respond to the economic, social, and other trends that affect demographic and consumer preferences in a variety of 

our Fabric categories. As we continue to grow our business by expanding our products and our geographic reach, 

maintaining quality and consistency may be more difficult and we cannot assure you that our customersô confidence 

in our  brand will not diminish. Failure or any delay on our part to identify such trends, to align our business concept 

successfully and maintain quality could negatively affect our relationship with our customers, the demand for yarn 

and fabric we sell, the rate of growth of our business, our market share and our prospects. 

 

16. We may be subject to labour unrest, slowdowns, increased wage costs, and shut-downs. 

 

India has labour legislations that protects the interests of workers, including legislation that sets forth detailed 

procedures for the establishment of unions, dispute resolution and employee removal, and legislations that imposes 

certain financial obligations on employers upon retrenchment. At present, none of our factories have any labour 

union. There is no assurance that our employees will not seek unionization in the future. In the event that employees 

at our plants seek to unionise, it may become difficult for us to maintain flexible labour policies, and may increase 

our costs and adversely affect our business. In the past, there has been cases filed by the employees/workers in 

labour courts. For details of pending cases filed by employees / labour against our Company, please refer to Chapter 

titled ñOutstanding Litigations and Material Developmentsò on page 115 of this Letter of Offer. We cannot assure 

you that any such case will not arise in future. 

 

Further, our business operations, specifically our manufacturing facilities are subject to certain operating risks, such 

as breakdown or failure of equipment, power supply or processes, reduction or stoppage of water supply. In the 

event that we are forced to shut down our manufacturing facility for a significant period of time, it would have a 

material adverse effect on our earnings, our other results of operations and our financial condition as a whole. 

 

Any strikes or lock-outs, work stoppages, slowdowns, shut downs, supply interruptions or costs or other factors 

beyond our control, may disrupt our operations and could negatively impact our financial performance. 
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17. We depend heavily on our Key Management Personnel, and loss of the services of one or more of our key 

executives or Key Management Personnel could weaken our management team. 

 

Our success largely depends on the skills, experience and efforts of our Key Management Personnel and on the 

efforts, ability and experience of key members of our management staff. Our Key Management Personnel have 

extensive experience in manufacturing and marketing of Yarn &Fabric that are critical to the operation of our 

business. For further details see ñOur Managementò on page 53 of this Letter of Offer. Individuals with industry-

specific experience are scarce, and the market for such individuals is highly competitive. As a result, we may not be 

able to attract and retain qualified personnel to replace or succeed our Key Management Personnel or other key 

employees, should the need arise. The loss of services of one or more members of our Key Management Personnel 

or any of our other management staff could weaken our management expertise significantly and our ability to 

undertake our business operations efficiently. This could have a material adverse effect on our business, financial 

condition and results of operations. 

 

18. The risk of non-payment or default by our customers may adversely affect our Companyôs financial condition 

and results of operations. 

 

Our Company has implemented stringent measures for timely collection of receivables. However we cannot assure 

you, that we will be able to maintain recoveries in relation to our debtors in the future. Moreover, as our Companyôs 

business expands, it may experience increase in delay or defaults in payments by its debtors. Thus, if our Company 

is not able to manage its bad debts, the overall revenue realization will fall and its results of operations may be 

adversely affected. 

 

19. Our Company has not entered into any long-term contracts with most of its customers and we typically operate 

on the basis of orders. Inability to maintain regular order flow would adversely impact our revenues and 

profitability. 

  

Our Company has had long standing business relationships with certain customers and has been supplying our 

products to such customers for several years. However, we have not entered into any long term contracts with these 

customers and we cater to them on an order-by-order basis. 

 

Our long-standing relationship with our major customers has been one of the most significant factors contributing to 

our growth. Our commitments to quality and customer service practices have been strong contributing factors to our 

robust customer relations. Over the years, we have steadily developed a robust base of retailers of garments, 

including with reputed brands and supply chains. Even though we do not have any long-term supply agreements 

with them, we have continually received repeat business from many of our customers and are proud to be a preferred 

vendor for certain customers. However, in the absence of long term contracts with such customers, we cannot assure 

you that our Company would continue to receive repeat business from such customers. Failure to receive repeat 

business from our customers may have an adverse effect on our business and financial results. 

20. Our inability or failure to accurately forecast and maintain a balance between optimum inventory levels may 

result in unexpected shortfall or surplus of raw material which could adversely affect our business, results of 

operations and financial condition. 

 

We monitor our inventory levels based on our projections of future demand. Because of the length of time necessary 

to produce commercial quantities of our products, we make raw material procurement decisions well in advance of 

sales for some of our products. Further, cultivation of cotton, which is our major raw material, is started in July 

every year with onset of monsoon, Cotton packing from the fields start in November and continues till February. 

Best quality kapas is procured in the months of November - March only. 80% of the entire cotton procurement 

completes by March every year. Therefore, most of the raw material is procured in the months of November to 

March and we may be required to make spot payment to farmers in many cases.  

 

We strive to keep optimum inventory at our factory to control our costs and working capital requirements. To 

maintain an optimal inventory, we monitor our inventory levels based on our projections of demand as well as on a 

real-time basis. However, unavailability of products, due to high demand or inaccurate forecast, can result in the 

unavailability/surplus of raw material which may result in loss of sales and adversely affect our customer 

relationships. Conversely, an inaccurate forecast can also result in an over-supply of raw material or finished 
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products, which may increase inventory costs, negatively impact cash flow, reduce the quality of inventory and 

ultimately lead to reduction in margins or write-offs of inventory. Any of the aforesaid circumstances could have a 

material adverse effect on our business, results of operations and financial condition. As on March 31, 2021, we 

have inventory level of Rs. 10,262.07 Lakhs including Rs. 4,402.67 Lakhs of Raw Materials, Rs. 4,024.56 Lakhs of 

work in progress and Rs. 1,264.01 Lakhs of finished goods. 

 

Further, due to the seasonal nature of cotton production and procurement, our results of operations in one quarter 

may not be comparable to the results of operations in other quarters and may not accurately reflect the revenue trend 

for the whole financial year. 

 

21. Our insurance coverage may not adequately protect us against certain operating hazards and this may have an 

adverse effect on our business operations. 

 

Our insurance coverage is likely to cover all normal risks associated with the operation of our business but there can 

be no assurance that any claim under the insurance policies maintained by us will be honored fully, in part or on 

time. We have obtained various insurance policies to cover risk associated with the operation of our business such as 

Marine Export Import Insurance Open policy, Employee Compensation insurance, Business interruption (Fire) 

policy, Standard Fire & Special perils policy for all divisions etc. As on April 30, 2022, we have Insurance cover of 

Rs. 86,978.69 lakhs including insurance against fire, insurance for Marine risk, vehicle insurance and others. To the 

extent that we suffer loss or damage that is not covered by insurance or exceeds our insurance coverage, our results 

of operations and cash flow may be adversely affected.  

 

22. Our Company requires a number of approvals, licenses, registrations and permits in the ordinary course of our 

business (es) and the failure to obtain or renew them in a timely manner may adversely affect its operations. 

 

We require a number of approvals, licenses, registrations and permits for our business(s). Additionally, we may need 

to apply for renewal of approvals which expire, from time to time, as and when required in the ordinary course. At 

present, we have all the necessary approvals with respect to our business. The government approvals and licenses 

are subject to various conditions. If we fail to comply, or a regulator claims that our Company has not complied with 

these conditions, our business, financial position and operations would be materially adversely affected. 

 

23. Inability to obtain adequate financing to meet our Companyôs liquidity and capital resource requirements may 
have an adverse effect on the proposed expansion activities of our Company and business operations. 

 

Our Company may require additional funds for the financing of our business operations. The actual amount and 

timing of our future capital requirements may differ from estimates as a result of , among other things, unforeseen 

delays or cost overruns in producing our products, changes in business plan due to prevailing economic conditions, 

unanticipated expenses and regulatory changes. To the extent our planned expenditure requirements exceed our 

available resources; we will be required to seek additional funds either as equity or debt. 

 

Our inability to obtain such financing could impair our business, results of operations, financial condition or 

prospects. Such inability could result from, among other things, our Companyôs current or prospective financial 

condition or results of operations or from its inability for any reason (including reasons applicable to Indian 

companies generally) to issue securities in the capital markets. There can be no assurance that finance from external 

sources such as bank finance will be available at the times required or in the amounts necessary, to meet our 

requirements. 

 
24. Our Company has outstanding unsecured loans that may be repayable on demand. 

 

As of April 30, 2022, our Company had unsecured borrowings of Rs. 515.55 Lakhs from our Promoters/ members 

of our Promoter Group which are repayable by our Company as and when demanded. It may be difficult for us to 

manage our cash flow and ensure that sufficient funds are available at all times to repay our unsecured lenders.  

In the event of any default on the repayment of unsecured loan, the unsecured lender could initiate legal proceedings 

against us to recover the amount due to such unsecured lender together with interest and penalty. Any such legal 

proceedings will have a material adverse effect on our reputation, creditworthiness and financial condition. 
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25. Export destination countries may impose varying duties on yarn, thread or fabrics or enter into free trade 

agreements with countries other than India. Any increase in such duties or the entry into free trade agreements 

with countries other than India may materially adversely affect our business, financial condition and results of 

operations. 

 

We generated Rs. 3,562.27 lakhs and Rs. 4,071.90 lakhs as revenues from exports in Fiscal Year 2021 and Fiscal 

Year 2020 respectively, which represented 14.70% and 13.88% of our total revenue for the respective periods. 

During such periods, we exported our cotton yarn products to countries like Bangladesh, China etc. These export 

destination countries impose varying duties on our products. There can be no assurance that the duties imposed by 

such countries will not increase. Any change or increase in such duties may adversely affect our business, financial 

condition and results of operations. 

 

Additionally, export destination countries may also enter into free trade agreements or regional trade agreements 

with countries other than India. Such agreements and alteration of any existing tax treaties may lead to increased 

competition or may even place us at a competitive disadvantage compared to manufacturers in other countries and 

could adversely affect our business, financial condition and results of operations. Further, changes in import policies 

in countries to which we export our products may have a significant adverse impact on our business, financial 

condition and results of operations.  

 

26. We are subject to certain restrictive covenants in our financing arrangements which may limit operational and 

financial flexibility, and failure to comply with these covenants may impact our future results of operations and 

financial condition. 

  

Certain of our financing arrangements include covenants to maintain certain debt to equity ratios, debt coverage 

ratios and certain other liquidity and profitability ratios. There can be no assurance that such covenants will not 

hinder business development and growth. Defaults under one or more of our financing agreements could impact our 

business, results of operations, financial condition and prospects. Some of our financing agreements and debt 

arrangements set limits on or require us to obtain lender consents before, among other things: 

 

¶ Effect any change in the Companyôs capital structure. 

¶ Formulate any Scheme of Merger/Acquisition/Amalgamation/Reconstitution. 

¶ Implement any Scheme of expansion/modernization/diversification or acquire fixed assets. 

¶ Make investments / advances or deposit amounts with any other concern. 

¶ Create any further charge, lien or encumbrances over the assets charged to the Bank in favour of any other 

concern. 

¶ Enter into borrowing arrangements with any bank/FI/Company. 

¶ Undertake guarantee Obligations on behalf of any other Company/borrower. 

¶ Declare Dividends for any year except out of profits relating to that year. 

¶ Change in composition of companyôs Board of Directors. 

¶ Sell, assign, mortgage or otherwise dispose off any of the Companyôs fixed assets charged to the lender 

 

There is no assurance that we will be able to comply with these financial and other covenants or that we will be able 

to obtain the consents necessary to take the actions which we believe are necessary to operate and grow our business. 

We cannot assure you that our business will generate cash in an amount sufficient to enable us to service our debt or 

fund our other liquidity needs.  

 

In compliance with such restrictive covenants, we had applied for consent of our Bankers, i.e, Union Bank of India, 

Indian Bank and Bank of Baroda for this Rights issue and have obtained their No Objection Certificate for the 

proposed Rights Issue vide their letters dated December 18, 2021, January 12, 2022 and December 08, 2021 

respectively. 
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27. Uncertainty regarding the textile industry, economic conditions and other factors beyond our control could 

adversely affect demand for our products and services, our costs of doing business and our financial 

performance. 

 

Our financial performance depends significantly on the upcoming textiles industries, as well as general economic 

conditions in India and other countries where we export our products. Adverse conditions in or uncertainty about 

these markets or the economy could adversely impact our customersô confidence or financial condition, causing 

them to determine not to purchase our products or delay purchasing or payment for those products.  

 

28. We operate in a competitive market and any increase in competition may adversely affect our business and 

financial condition. 

 

We face competition from existing Yarn & Fabric manufacturers, both organized and unorganized, including 

potential entrants to the industry that may adversely affect our competitive position and our profitability. A critical 

challenge in the Textile industry is the competition from unorganized and small players. We expect competition 

could increase with new entrants coming into the industry and existing players consolidating their positions. Some 

of our competitors may have access to significantly greater resources. The large players having higher industry share 

includes Vardhman Textiles Limited, Nahar Spinning Mills Limited, Sutlej Textiles and Industries Limited, Nitin 

Spinners Limited, Rajapalayam Mills Limited, Ambika Cotton Mills Limited etc. 

 

Further, introduction of new improved products or brand perception and our inability to match our offerings with 

such improved products change may in turn affect the perception and brand equity of our products. As a result of 

such competition, we may have to price our products at levels that reduce our margins, increase our capital 

expenditure in order to differentiate ourselves from other players and increase our advertising and distribution 

expenditures in order to compete with such competitors, which may materially and adversely affect our business, 

results of operations and financial condition.  

 

29. Our corporate reputation could be adversely affected if we fails to meet high safety, quality, social, environmental 

and ethical standards. 

 

We believe that we have a good corporate reputation. If  any part of our operations fail to meet high safety, quality, 

social, environmental and ethical standards, our corporate reputation may be adversely affected. This may lead to 

the rejection of Kallam Textiles Limited as one of the preferred Yarn & Fabric manufacturer by customers and 

diversion of management time into rebuilding and restoring its reputation which could have a material adverse effect 

on our business, financial condition, results of operations and prospects. 

 

30. We are heavily dependent on machinery for our operations. We have not entered into technical support service 

agreements for the maintenance and smooth functioning of some of our machineries. Any break-down of our 

machinery will have a significant impact on our business, prospects, results of operations and financial condition. 

 

Our Existing Facilities are heavily dependent on plant and machinery. They require periodic maintenance checks 

and technical support in an event of technical breakdown or malfunctioning. Any significant malfunction or 

breakdown of our machinery may entail significant repair and maintenance costs and cause delays in our operations. 

While our company has entered into technical support service agreements for a few of our machineries, we do not 

have the same for others, which are repaired / serviced in-house. Although our Company has accessibility to avail 

the technical support from the external experts and the machinery suppliers locally, any failure to quickly redress 

any technical issue, may increase our downtime which may affect our business, prospects, results of operations and 

financial condition. Further, while we believe that we maintain necessary supplies of spare parts and maintenance 

related equipment, if we are unable to procure the necessary spare parts in a timely manner or if we are unable to 

repair the malfunctioning machinery promptly, our manufacturing operations may be hampered which could have an 

adverse impact on our business, results of operations and financial condition. 
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31. Failure to comply with the conditions applicable under Technology Upgradation Fund Scheme (ñTUFò) being 

availed by us or withdrawal of the Schemes by the Government may render our Company ineligible for interest 

and capital subsidies. 

 

Our Company presently is eligible to avail benefits provided under TUF and other subsidies by Government. For 

further details, please refer to the chapter titled ñFinancial Statementsò on page 57 of this Letter of Offer. These 

benefits and incentive are provided to our Company on fulfilment of certain conditions and eligibility criteria, if we 

fail to comply with the conditions stipulated under these policies, our Company may be denied such subsidies, 

which in turn will make our operations less cost effective and increase the prices of our products. Further, 

termination of, withdrawal or variations in the terms of such policies can adversely affect our profitability and/or our 

business operations. As a result, it might have a material adverse effect on results of operations and financial 

condition of our Company. 

 
32. If our Company is unable to protect its intellectual property, or if our Company infringes on the intellectual 

property rights of others, our business may be adversely affected. 

 

Our current name and logo, is not owned or registered as a trade name or trademark by our Company under the 

provisions of the Trademarks Act, 1999 and therefore may be subject to counterfeiting or imitation which would 

adversely impact our reputation and lead to loss of customer confidence, reduced sales and higher administrative 

costs. Further, our Company does not enjoy the statutory protections accorded to a registered trademark. There can 

be no assurance that we will be able to register the trademark and the logo or that, third parties will not infringe our 

intellectual property, causing damage to our business prospects, reputation and goodwill. If any of our unregistered 

trademarks or proprietary rights are registered by a third party, we may not be able to make use of such trademark or 

proprietary rights in connection with our business and consequently, we may be unable to capitalize on the brand 

recognition associated with our Company. We can neither assure you that we will be successful in such a challenge 

nor guarantee that eventually our name and logo will be registered in our name under the provisions of the 

Trademarks Act, 1999. As a result, we may not be able to prevent acts of counterfeiting or imitation of our name and 

logo and a passing off action may not provide sufficient protection until such time that registration is granted. 

 

 

Risks relating to the Issue and the Equity Shares 

 

33. Our Company will not distribute this Letter of Offer, the Abridged Letter of Offer, the Rights Entitlement Letter, 

the Application Form and other Issue related materials to certain categories of overseas Equity Shareholders. 
 

In accordance with the SEBI ICDR Regulations and SEBI Rights Issue Circulars, the Abridged Letter of Offer, the 

Application Form, the Rights Entitlement Letter and other Issue material will be sent/ dispatched only to the Eligible 

Equity Shareholders who have provided Indian address. Further, this Letter of Offer will be sent/ dispatched to the 

Eligible Equity Shareholders who have provided Indian address and who have made a request in this regard. 

Investors can also access this Letter of Offer, the Abridged Letter of Offer and the Application Form from the 

websites of the Registrar, our Company, the Lead Managers and the Stock Exchange. 

 

However, the Companies Act requires companies to serve documents at any address, which may be provided by the 

members as well as through e-mail. Presently, there is lack of clarity under the Companies Act and the rules made 

thereunder with respect to distribution of the Issue materials in overseas jurisdictions where such distribution may be 

prohibited under the applicable laws of such jurisdictions. However, we cannot assure you that the regulator or 

authorities would not adopt a different view with respect to compliance with the Companies Act and may subject us 

to fines or penalties. 

 

34. Any future equity offerings or issue of options under employee stock option scheme may lead to dilution of 

investorôs shareholding in our company. 

 

Purchasers of Equity Shares in this Issue may experience dilution of their shareholding to the extent we make future 

equity offerings and to the extent we decide to grant options to be issued under any employee stock option scheme. 
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35. Our ability to pay dividends in the future will depend upon future earnings, financial condition, cash flows, 

working capital requirements and capital expenditures. 

 

Our company has declared dividend in the past. However, the amount of our future dividend payments, if any, will 

depend upon our future earnings, financial condition, cash flows, working capital requirements and capital 

expenditures. There can be no assurance that we will be able to pay dividends. 

 

36. Our revenues and expenses may vary significantly from period to period, which could cause our share price to 

decline. 

 

Our revenues and profit may vary significantly in the future. Therefore, we believe that period-to-period 

comparisons of our results of operations may not be necessarily meaningful and may not be relied upon as an 

indication of our future performance. It is possible that in the future some of our results of operations may be below 

the expectations of market analysts and our investors, which could cause the share price of our Equity Shares to 

decline significantly. 

 

Some of the factors which may affect the fluctuation of our operating results include: 

¶ the functioning of our plants; 

¶ the ability to modify and enhance our suite of fabric offerings based on customer needs and evolving technologies; 

¶ changes in our pricing policies or those of our competitors; 

¶ the effect of wage pressures, seasonal hiring patterns and the time required to train and productively utilize new 

employees; 

¶ increase or decrease in cost of inputs 

 

As per unaudited financial results for nine months ended December 31, 2021and as per audited financial statements 

for the Fiscal 2021 and Fiscal 2020, our Company has generated revenue of Rs. 32,940.99 Lakhs, Rs. 24,226.53 

lakhs and Rs. 29,333.48 lakhs respectively and net profit/(loss) after tax of Rs. 805.59 Lakhs, Rs. (789.62) lakhs and 

Rs. (1,208.88) lakhs respectively.  

 

37. There can be no assurance that the equity shares will be allocated and credited to investorôs demat account 
within specified time, or that the trading in equity shares will commence in a timely manner which may subject 

the investors to market risk. 

 

We shall ensure that Equity Shares are allotted and/or application moneys are refunded within fifteen days from the 

date of closure of the issue. If the Equity shares are not allotted and/or application money are not refunded within 

fifteen days, we undertake to pay interest at a rate and within such time as per applicable laws. 

 

Investors can start trading only after receipt of listing and trading approvals in respect of equity shares which may 

require additional time which may subject them to market risk. 

 

38. Failure to exercise or sell the Rights Entitlements will cause the Rights Entitlement to lapse without 

compensation and result in a dilution of shareholding. 

 

The Rights Entitlements that are not exercised prior to the end of the Issue Closing Date will expire and become null 

and void, and Eligible Equity Shareholders will not receive any consideration for them. The proportionate 

ownership and voting interest in our Company of Eligible Equity Shareholders who fail (or are not able) to exercise 

their Rights Entitlements will  be diluted. Even if  you elect to sell your unexercised Rights Entitlements, the 

consideration you receive for them may not be sufficient to fully compensate you for the dilution of your percentage 

ownership of the equity share capital of our Company that may be caused as a result of the Issue. Renouncee(s) may 

not be able to apply in case of failure in completion of renunciation through off-market transfer in such a manner 

that the Rights Entitlements are credited to the demat account of the Renouncee(s) prior to the Issue Closing Date. 

Further, in case, the Rights Entitlements do not get credited in time, in case of On Market Renunciation, such 

Renouncee will not be able to apply in this Issue with respect to such Rights Entitlements. 
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39. The Rights Entitlement of Eligible Equity Shareholders holding Equity Shares in physical form (ñPhysical 

Shareholdersò) may lapse in case they fail to furnish the details of their demat account to the Registrar. 

 

In accordance with the SEBI Circular SEBI/HO/CFD/DIL2/CIR/P/2020/13 dated January 22, 2020, the credit of 

Rights Entitlement and Allotment of Equity Shares shall be made in dematerialised form only. Accordingly, the 

Rights Entitlements of the Physical Shareholders shall be credited in a suspense escrow demat account opened by 

our Company during the Issue Period. The Physical Shareholders are requested to furnish the details of their demat 

account to the Registrar not later than two Working Days prior to the Issue Closing Date to enable the credit of their 

Rights Entitlements in their demat accounts at least one day before the Issue Closing Date. The Rights Entitlements 

of the Physical Shareholders who do not furnish the details of their demat account to the Registrar not later than two 

Working Days prior to the Issue Closing Date, shall lapse. Further, pursuant to a press release dated December 3, 

2018 issued by the SEBI, with effect from April 1, 2019, a transfer of listed Equity Shares cannot be processed 

unless the Equity Shares are held in dematerialized form (except in case of transmission or transposition of Equity 

Shares). 

 

40. Applicants to this Issue are not allowed to withdraw their Applications after the Issue Closing Date. 

 

In terms of the SEBI ICDR Regulations, Applicants in this Issue are not allowed to withdraw their Applications 

after the Issue Closing Date. The Allotment in this Issue and the credit of such Equity Shares to the Applicantôs 

demat account with its depository participant shall be completed within such period as prescribed under the 

applicable laws. There is no assurance, however, that material adverse changes in the international or national 

monetary, financial, political or economic conditions or other events in the nature of force majeure, material adverse 

changes in our business, results of operation, cash flows or financial condition, or other events affecting the 

Applicantôs decision to invest in the Equity Shares, would not arise between the Issue Closing Date and the date of 

Allotment in this Issue. Occurrence of any such events after the Issue Closing Date could also impact the market 

price of our Equity Shares. The Applicants shall not have the right to withdraw their applications in the event of any 

such occurrence. We cannot assure you that the market price of the Equity Shares will not decline below the Issue 

Price. To the extent the market price for the Equity Shares declines below the Issue Price after the Issue Closing 

Date, the shareholder will be required to purchase Equity Shares at a price that will be higher than the actual market 

price for the Equity Shares at that time. Should that occur, the shareholder will suffer an immediate unrealized loss 

as a result. We may complete the Allotment even if such events may limit the Applicantsô ability to sell our Equity 

Shares after this Issue or cause the trading price of our Equity Shares to decline. 

 

 

41. Investors may be subject to Indian taxes arising out of capital gains on the sale of our equity shares.  

 

Under current Indian tax laws and regulations, capital gains arising from the sale of shares in an Indian company are 

generally taxable in India. Previously, any gain realised on the sale of listed equity shares on or before March 31, 

2018 on a stock exchange held for more than 12 months was not subject to long-term capital gains tax in India if 

securities transaction tax (ñSTTò) was paid on the sale transaction. However, the Finance Act, 2018, now seeks to 

tax on such long-term capital gains exceeding  100,000 arising from sale of equity shares on or after April 1, 2018, 

while continuing to exempt the unrealised capital gains earned up to January 31, 2018 on such Equity Shares. 

Accordingly, you may be subject to payment of long-term capital gains tax in India, in addition to payment of STT, 

on the sale of any Equity Shares held for more than 12 months. Further, any gain realized on the sale of listed equity 

shares held for a period of 12 months or less will  be subject to short term capital gains tax in India.  

 

EXTERNAL RISK FACTORS  

 

42. Any changes in the regulatory framework could adversely affect our operations and growth prospects. 

 

We are / will be subject to various regulations and policies including manufacturing, Customs, GST, Income Tax, 

Labour acts, etc. Our business and prospects could be materially adversely affected by changes in any of these 

regulations and policies, including the introduction of new laws, policies or regulations or changes in the 

interpretation or application of existing laws, policies and regulations. There can be no assurance that we will 

succeed in obtaining all requisite regulatory approvals in the future for our operations or that compliance issues will 



24 

 

 

not be raised in respect of our operations, either of which could have a material adverse effect on our business, 

financial condition and results of operations. 

 

43. A slowdown in economic growth in the markets in which we operate could cause our business to suffer. 

 

Our performance and growth are dependent on the health of the economy of the markets in which we operate. The 

economy could be adversely affected by various factors such as political or regulatory action, social/civil  

disturbances, terrorist attacks and other acts of violence or war, natural calamities, interest rates, commodity and 

energy prices and various other factors. Any slowdown in the economy of the markets in which we operate may 

adversely affect our business and financial performance and the price of our Equity Shares. 

 

44. Extremities of weather, regional conflicts and other political instability may have adverse effects on our 

operations and financial performance. 

 

Certain events that are beyond our control such as earthquake, fire, floods and similar natural calamities may cause 

interruption in the business undertaken by us. Our operations and financial results and the market price and liquidity 

of our equity shares may be affected by changes in Indian Government policy or taxation or social, ethnic, political, 

economic or other adverse developments in or affecting India. 

 

45. Any downgrading of Indiaôs debt rating by a domestic or international rating agency could adversely affect our 

business. 

 

Any adverse revisions to Indiaôs credit ratings for domestic and international debt by domestic or international rating 

agencies may adversely affect our ability to raise additional financing, at the interest rates and other commercial 

terms forwarded to us. This could impact our profitability and ability to obtain financing for capital expenditures and 

the price of our Equity Shares. 

 

46. Regional or International hostilities, terrorist attack or other acts of violence of war may have a significant 

adverse impact on international and Indian financial markets. Such incidents could also create a greater 

perception that investment in Indian Companies involves a higher degree of risk and could have an adverse 

impact on our business and on the market price of our companyôs equity shares. 

 

Regional or International hostilitiesand other acts of violence or war may negatively affect the Indian markets on 

which our Equity Shares trade and also adversely affect the financial markets. These acts may also result in a loss of 

business confidence, impede travel and other services and ultimately adversely affect our business. In addition, any 

war with our neighbors might result in investor concern about stability in the region, which could adversely affect 

the price of our Equity Shares. Such incidents may also create a greater perception that investment in Indian 

companies involves a higher degree of risk and could have an adverse impact on our business and the price of our 

Equity Shares. 

 

47. Financial instability in other countries, particularly countries with emerging markets, could disrupt Indian 

markets and our business and cause the trading price of the Equity Shares to decrease. 

 

The Indian financial markets and the Indian economy are influenced by the economic and market conditions in other 

countries. Although economic conditions are different in each country, investors' reactions to developments in one 

country can have adverse effects on the securities of companies in other countries, including India. A loss of 

investor confidence in other financial systems may cause volatility in Indian financial markets, including with 

respect to the movement of exchange rates and interest rates in India, and, indirectly, in the Indian economy in 

general. Any such continuing or other significant financial disruption could have an adverse effect on our business, 

financial results and the trading price of the Equity Shares. 
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SECTION III - INTRODUCTION  

THE ISSUE 

 

The Issue has been authorized by way of a resolution passed by our Board on November 09, 2021, pursuant to 

section 62(1)(a) and other applicable provisions of the Companies Act, 2013. The terms of the Issue including the 

Record Date and Rights Entitlement Ratio, have been approved by a resolution passed by our Board at its meeting 

held on May 27, 2022. 

The following is a summary of the Issue. This summary should be read in conjunction with, and is qualified in its 

entirety by, detailed information included in the section ñTerms of the Issueò beginning on page 123 of this Letter of 

Offer. 

 

Equity Shares proposed to be issued by our 

Company 

99,91,187 Equity Shares of Face Value of  2/-each 

Rights Entitlement 7 (Seven) Equity Share for every 30 (Thirty) Equity Shares held 

on the Record Date 

Record Date June 03, 2022 

Issue Price per Equity Share  10/- per Rights Equity Share. The Issue Price has been arrived 

at in consultation between the Issuer and the Lead Manager 

Issue Size  999.12 Lakhs 

Equity Shares outstanding prior to the Issue 

(Paid up Equity Share Capital) 

4,28,19,375 Equity Shares of  2/- each 

Equity Shares outstanding after the Issue, 

assuming full subscription (Paid up Equity 

Share Capital) 

5,28,10,562 Equity Shares of  2/- each 

Security Codes for the Equity Shares ISIN for Equity Shares: INE629F01025 

BSE Scrip Code: 530201 

ISIN for Rights Entitlement INE629F20017 

Terms of payment 100 percent of the issue price 

Objects of the Issue Please refer to section ñObjects of the Issueò on page 33 of the 

Letter of Offer 

 

For more information on the payment terms, refer to the Chapter titled ñTerms of the Issueò on page 123 of this 

Letter of Offer. 
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GENERAL INFORMATION  

 

Our Company was incorporated as Kallam Agros Limited on February 18, 1992 under the Companies Act, 1956 

with the Registrar of Companies, Andhra Pradesh. The name of our Company was changed to Kallam Spinning 

Mills Limited and fresh Certificate of Incorporation dated September 22, 1994 was issued. The name of our 

Company was further changed to Kallam Textiles Limited and fresh Certificate of Incorporation dated April 09, 

2018 was issued. Corporate Identity Number: L18100AP1992PLC013860 

 

Change in Registered Office of our Company 

 

The Registered Office of our Company was changed from 2-14-133, Syamala Nagar, Guntur Andhra Pradesh to 

Door No. 21-4-61, Mangalivari Veedhi, Sangadigunta, Guntur on December 01, 1993. The Registered office of our 

Company was subsequently changed to our current address on June 30, 1994. 

 

Registered & Corporate Office  

N.H 5, Chowdavaram,  

Guntur, Andhra Pradesh ï 522 019 
Tel. No.: +91 863 2344016 

Fax No.: +91 863 2344000 

Email: corp@ksml.in 

Website: www.ksml.in 

 

 

Registrar of Companies, Vijay awada ï Andhra Pradesh 

29-7-33, First Floor, Vishnuvardhanarao Street,  

Suryaraopet, Vijayawada -520002, Andhra Pradesh.  

Tel. No.: +91 866 - 2432346 

E-mail: roc.vijayawada@mca.gov.in 

Website: www.mca.gov.in 

 

Board of Directors of our Company 

Sr. 

No. 

Name  Designation Address DIN 

1. Mr. Poluri 

Venkateshwara Reddy  

Managing Director Flat No.401, 402, Lakshmi Grand, 

Syamala Nagar, 4th Line, Guntur 522006 

Andhra Pradesh 

00018677 

2. Mr. Gurram Venkata 

Krishna Reddy 

Joint Managing 

Director & CEO 

Flat.No. 406, Krisals County, 12th Line, 

Syamala Nagar, Pattabhipuram, Guntur 

522006 Andhra Pradesh 

00018713 

3. Mr. Movva Venkata 

Subba Reddy 

Whole Time 

Director 

Flat No.202, Lakshmi Grand, Near 

Santhosh Matha Temple, 4th Line, Main 

Road, Syamala Nagar, Guntur 522006, 

Andhra Pradesh 

00018719 

4. Mr. Suryanarayana 

Murty Vaddadi 

Independent 

Director 

I-1, Essar Apartments, West Marredpalli, 

Secunderabad 500026, Telangana 

00021952 

5. Mr. Ramagopal Varanasi Independent 

Director 

Flat No.105, Tranquil Towers, Whitefield, 

SreeTirumala Construction, Kondapur, 

Serilingampally, K V Rangareddy 

Hyderabad - 500084, Telangana 

02889497 

6. Mrs. Bhargavi Vangala Independent 

Director 

D.No.5-13-13, 2/12 Brodipeta, Guntur 

522002, Andhra Pradesh 

06950741 

 

For details of our Directors, refer to section titled ñOur Managementò on page 53 of this Letter of Offer. 

 

mailto:corp@ksml.in
http://www.ksml.in/
mailto:roc.vijayawada@mca.gov.in
http://www.mca.gov.in/
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Company Secretary & Compliance Officer   

Mr. Golagani Ramesh Kumar 

Kallam Textiles Limited 

N.H 5, Chowdavaram,  

Guntur, Andhra Pradesh ï 522 019 

Tel. No.: + 91 863 2344016 

Fax No.: + 91 863 2344000 

Email: corp@ksml.in 

 

Lead Manager to the Issue 

SMC Capitals Limited 

11/6B, Ground Floor, Shanti Chamber,  

Pusa Road, New Delhi ï 110005 

Telephone: +91-11-30111000/40753333 

Fax: +91-11-25754365 

Email: rights.kallam@smccapitals.com  

Website: www.smccapitals.com 

Investor Grievance: investor-grievance@smccapitals.com  

Contact Person: Sri Krishna Tapariya 

SEBI Reg No: INM000011427 

 

Legal Advisor to the Issue 

Jampani Nageswara Rao 

5
th
 Line, Between 14-15

th
 Cross Roads, 

Brodipet, Guntur ï 522 002 

Tel: +91 863 2350825 

Email: jnraoadvocat@gmail.com 

Contact Person: Jampani Nageswara Rao  

 

Statutory Auditors of our Company 
M/s Chevuturi Associates, Chartered Accountants 

D. No. 33-25-33/B, Govinda Rajulu Naidu Street, 

Suryaraopet, Vijayawada ï 520 002 

Andhra Pradesh 

Tel.: +91 98499 10509 

Contact Person: Raghunadha Rao Balineni 
Firm Registration No.: 000632S 

Peer Review Certificate: 013021 dated April 01, 2021 valid upto March 31, 2024 

 

Registrar to the Issue 

Bigshare Services Private Limited 

SEBI Regn. No.: INR000001385 

Office No. S6-2, 6
th
 Floor, Pinnacle Business Park, 

Next to Ahura Centre, Mahakali Caves Road, 

Andheri (East), Mumbai ï 400 093, Maharashtra 

    Tel.: +91 22 6263 8200/22 

Fax: +91 22 6263 8299 

E-mail: rightsissue@bigshareonline.com 

Investor Grievance e-mail id : investor@bigshareonline.com 

Website: www.bigshareonline.com 

   Contact Person: Vijay Surana 

 

Investor Grievances 

 

Investors may contact the Registrar to the Issue or our Company Secretary and Compliance Officer for any pre-Issue 

or post- Issue related matters. All grievances relating to the ASBA process may be addressed to the Registrar to the 

Issue, with a copy to the SCSB, giving full details such as name, address of the Applicant, number of Rights 

mailto:corp@ksml.in
mailto:rights.kallam@smccapitals.com
http://www.smccapitals.com/
mailto:investor-grievance@smccapitals.com
mailto:jnraoadvocat@gmail.com
mailto:rightsissue@bigshareonline.com
mailto:investor@bigshareonline.com
http://www.bigshareonline.com/
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Securities applied for, amount blocked, ASBA Account number and the Designated Branch of the SCSB where the 

Application Form, or the plain paper application, as the case may be, was submitted by the ASBA Investors. For 

details on the ASBA process, see ñTerms of the Issueò on page 123 of this Letter of Offer. 

 

Experts 

 

Our Company has received consent from our Statutory Auditors, M/s Chevuturi Associates through its letter dated 

December 11, 2021 to include their names as required under Section 26(1)(v) of the Companies Act, 2013 in this 

Letter of Offer and as an ñexpertò as defined under Section 2(38) of the Companies Act, 2013 in respect of the 

Limited Review Financial Information, the Audited Financial Statements and Statement of Tax Benefits, 

respectively, and such consents have not been withdrawn as of the date of this Letter of Offer. 

 

Change in Statutory Auditors  

 

There has not been any change in the Statutory Auditor of our Company in last three years. 

 

Banker to the Issue & Refund Banker 

 

Our company has appointed Axis Bank Limited as Banker to the Issue and Refund Banker. The details are as below: 

 

Axis Bank Limited  

D No. 5-25-92, 3/7, 

Brodipet, Guntur 

Andhra Pradesh ï 522002 

Tel No. - +91 ï 8142200702 

Email ID: guntur.operationshead@axisbank.com 

 

Self-Certified Syndicate Banks 
 

The list of banks that have been notified by SEBI to act as SCSB for the ASBA process is provided on SEBI website 

at https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes  and updated from time to time. For a 

list of branches of the SCSBs named by the respective SCSBs to receive the ASBA Forms from the Designated 

Intermediaries, please  refer to the above-mentioned link. 

 

Banker to our Company 

 

Union Bank of India 

Guntur Main Branch 

Gowri Sankar Theatre Road, 

Kothapet, Guntur 

Andhra Pradesh 

Tel.: +91 863 2227420, 2351005, 2229966 

Fax: +91 863 2321919, 2350522 

E-mail: bm0150@unionbankofindia.com 

 

Indian Bank 

Guntur Main Branch 

10-1-1, 1
st
 Line, Sambasivapet 

Naaz Centre, Guntur ï 522 001 

Andhra Pradesh 

Tel.: +91 863 2220061, 2220804 

Fax: +91 863 2237473 

E-mail: guntur@indianbank.co.in 

 

Bank of Baroda 

Guntur Branch, 

Rajiv Bhavan, 

mailto:guntur.operationshead@axisbank.com
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes
mailto:bm0150@union
mailto:guntur@indianbank.co.in
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Near Hindu College, Guntur ï 522 004 

Andhra Pradesh 

Tel.: +91 863 2220244 

Fax: +91 863 2224775 

E-mail: guntur@bankofbaroda.com 

 

Credit Rating 

This being a right issue of equity shares, no credit rating is required. 

 

Debenture Trustee 

As the Issue is of Rights Equity Shares, the appointment of a debenture trustee is not required. 

 

Appraising Agency 

The issue has not been appraised. 

 

Monitoring Agency 

Since the issue size is less than Rs. 100 Crore, appointment of Monitoring Agency is not required. 

. 

Underwriting / Standby agreement 

Our Company has not entered into any underwriting / standby agreement. 

 

Issue Schedule 

 

Last date for  credit of Rights Entitlement Wednesday, June 22, 2022 
Issue Opening Date Thursday, June 23, 2022 
Last date for  On Market Renunciation*  Monday, July 04, 2022 
Issue Closing Date Thursday, July 07, 2022 
Finalisation of Basis of Allotment  (on or about) Thursday, July 14, 2022 
Date of Allotment  (on or about) Friday, July 15, 2022 
Date of credit (on or about) Thursday, July 21, 2022 
Date of listing (on or about) Friday, July 22, 2022 
Eligible Equity Shareholders are requested to ensure that renunciation through off-market transfer is completed in 

such a manner that the Rights Entitlements are credited to the demat account of the Renouncees on or prior to the 

Issue Closing Date. 

Further, no withdrawal of Application shall be permitted by  an Applicant after the Issue Closing Date. 

 

Inter -se Allocation of Responsibilities 

 

SMC Capitals Limited being the sole Lead Manager will be responsible for all the responsibilities related to co-

ordination and other activities in relation to the Issue. Hence a statement of inter se allocation of responsibilities is 

not required. 

 

Minimum  Subscription 

 

The Object of the Issue does not involve financing of capital expenditure and our Promoters have confirmed their 

intention to subscribe to the full extent of their aggregate rights entitlement in the Issue and not renounce their 

Rights Entitlements except to the extent of renunciation within the Promoter Group, the minimum subscription 

criteria mentioned under the SEBI ICDR Regulations will not be applicable to the Issue. 

 

Filing   

 

This Letter of Offer is being filed with the BSE as per the provisions of the SEBI ICDR Regulations. Further, in 

terms of SEBI ICDR Regulations, our Company will  simultaneously, file the Letter of Offer with SEBI at 2
nd

 Floor, 

K Towers, D. No. 32-6-140, T.N. Rao Street, Visalandhra Road, Prajashakti Nagar, Vijayawada ï 520010, Andhra 

Pradesh. 

 

mailto:guntur@bankofbaroda.com
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Prohibition by SEBI  

 

The Company, its directors, its promoter and promoter group, other companies promoted by the promoter and 

companies with which the Companyôs directors are associated as director have not been prohibited from accessing 

the capital market under any order or direction passed by SEBI. 

 

Further, none of the directors of our Company are associated with the securities market in any manner, and SEBI 

has not initiated any action against any entity, with whom the directors of the Company are associated.  
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CAPITAL STRUCTURE  

 

The share capital of our Company as at the date of this Letter of Offer, and the details of the Equity Shares proposed 

to be issued in the Issue, and the issued, subscribed and paid-up share capital after the Issue, are set forth below: 

 (Rs. In Lakhs unless otherwise stated) 

 Share Capital Aggregate value at 

face value 

Aggregate Value 

at Issue Price 

A. Authorised Share Capital   

 10,00,00,000 Equity Shares of Rs. 2/- each 2,000.00  

    

B. Issued, Subscribed and Paid Up Share Capital   

 4,28,19,375 Equity Shares of  Rs. 2/- each 856.39  

    

C. Present Issue in terms of the Letter of Offer    

 99,91,187 Equity Shares at an Issue Price of Rs. 10/- per Equity 

Share  

199.82 999.12 

    

D. Subscribed and Paid-up capital after the Issue, assuming 

full subscription 

  

 5,28,10,562 Equity Shares of Rs. 2/- each fully paid-up 1,056.21  

    

E. Share Premium Account:   

 Before the Issue -  

 After the Issue 799.29  

 

Notes to the Capital Structure 

 

1. Shareholding Pattern of our Company as per the last filing with the Stock Exchange in compliance with 

the provisions of the SEBI Listing Regulations:  

 

i) The shareholding pattern of our Company, as on March 31, 2022, can be accessed on the website of the BSE  

at : 

https://www.bseindia.com/stock-share-price/kallam-textiles-ltd/kallam/530201/qtrid/113.00/shareholding-

pattern/Mar-2022/  

 

ii)  The statement showing holding of Equity Shares of persons belonging to the category "Promoters and Promoter 

Group" as on March 31, 2022, can be accessed on the website of the BSE at 

https://www.bseindia.com/corporates/shpPromoterNGroup.aspx?scripcd=530201&qtrid=113.00&QtrName=M

arch%202022 . Further, none of the shares of Promoters and Promoter Group are under lock-in, pledge of or 

encumbrance thereon. However, in view of demise of Shri Kallam Harinadha Reddy, founder and one of the 

members of our Promoter Group on May 15, 2022, his name has to be excluded in the list of Promoter and 

Promoter Group. 

  

2. List of Shareholders holding more than 1 % of the share capital of our Company as on March 31, 2022 

 

Name Number of shares 

held 

Total percentage 

Gurram Venkata Krishna Reddy 35,13,733 8.21 

Kallam Mohan Reddy 29,44,625 6.88 

Prathyusha Kallam 28,80,957 6.73 

Kallam Agro Products & Oils Private Limited 20,38,684 4.76 

Kallam Hara Mohan Bharadwaj 18,66,625 4.36 

Sivanagendramma Poluri 14,26,903 3.33 

Lakshminarayanan T 13,78,106 3.22 

Hara Mohan Maadhur Kallam 12,91,789 3.02 

https://www.bseindia.com/stock-share-price/kallam-textiles-ltd/kallam/530201/qtrid/113.00/shareholding-pattern/Mar-2022/
https://www.bseindia.com/stock-share-price/kallam-textiles-ltd/kallam/530201/qtrid/113.00/shareholding-pattern/Mar-2022/
https://www.bseindia.com/corporates/shpPromoterNGroup.aspx?scripcd=530201&qtrid=113.00&QtrName=March%202022
https://www.bseindia.com/corporates/shpPromoterNGroup.aspx?scripcd=530201&qtrid=113.00&QtrName=March%202022
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Poluri  Venkateshwara  Reddy 11,51,250 2.69 

Poluri Goverdhan Reddy 10,93,455 2.55 

Venu Gopala Reddy Poluri 9,71,575 2.27 

Nagireddy Kallam 7,36,250 1.72 

Kallam Annapurna 6,43,750 1.50 

Umasankara Reddy Movva 6,42,851 1.50 

IEPF 5,98,919 1.40 

Rajendra Prasad Nalli 5,62,483 1.31 

P  Kinnera 5,68,218 1.33 

Devika Anand 5,50,942 1.29 

Sunita Santosh Goenka 5,15,040 1.20 

Vecha Sai Naga Padmasree 5,00,609 1.17 

Mounica  Vecha 5,00,609 1.17 

Mahendra Girdharilal 4,74,115 1.11 

Santosh Sitaram Goenka 4,72,565 1.10 

Supriya Punit Agarwal 4,54,167 1.06 

 

3. There are no specified securities acquired by our Promoters and Promoter Group in the last one year immediately 

preceding the date of filing of this Letter of Offer except that Late Shri Kallam Harinadha Reddy, one of the 

member of our Promoter Group, had gifted 30,67,289 equity shares to his grandsons, Mr. Hara Mohan Maadhur 

Kallam (12,43,789 Equity Shares) and Mr. Kallam Hara Mohan Bharadwaj (18,23,500 Equity Shares) as off ï 

market inter se transfer on November 08, 2021. Same were reported to BSE as per regulations. 

 

4. As on date of this Letter of Offer, there are no outstanding warrants, options or rights to convert debentures, 

loans or other instruments into Equity Shares. However, the Shareholders of Our Company, in its Annual 

General Meeting held on September 22, 2018 had approved two Employee Stock Option Plan, i.e, Kallam 

Textiles Ltd Employees Stock Option Plan 2018 I (ESOP-I 2018) and Kallam Textiles Ltd Employees Stock 

Option Plan 2018 II (ESOP-II 2018). A total of 4,28,194 (Four Lakh twenty eight thousand one hundred ninety 

four) Stock Options equivalent to 4,28,194 equity shares of our Company are proposed to be granted through 

each scheme. No Options have been granted so far under any of the ESOP Scheme. 

 

5. Intention and extent of participation  by our Promoter and Promoter Group in the Issue 
 

Our Promoters, Mr. Poluri Venkateshwara Reddy and Mr. Gurram Venkata Krishna Reddy, on behalf of 

themselves and as representative of the Promoter Group have confirmed vide letter dated January 08, 2022, that 

they alongwith Promoter Group will subscribe to the full  extent of the aggregate rights entitlement of the Promoter 

and Promoter Group, either through themselves or through other members of the Promoter and Promoter Group, 

including renunciation within the Promoter Group in the Issue. Further, our Promoter and Promoter Group may 

subscribe to additional Rights Securities.  

Such subscription for Equity Shares over and above their Rights Entitlement, if allotted, may result in an 

increase in their percentage shareholding. Any such acquisition of additional Rights Equity Shares (including 

any unsubscribed portion of the Issue) shall be in accordance with Regulation 10(4) of SEBI Takeover 

Regulations and shall not result in a change of control of the management of our Company in accordance with 

provisions of the Takeover Regulations. Our Company is in compliance with Regulation 38 of the SEBI Listing 

Regulations and will continue to comply with the minimum public shareholding requirements pursuant to the 

Issue. 

 

6. The ex-rights price of the Rights Equity Shares as per Regulation 10(4)(b) of the Takeover Regulations is  

16.88 per equity share.  
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OBJECTS OF THE ISSUE 

 

The proceeds of the Issue are proposed to be utilized by us for financing the following objects: 

 

1. Part Repayment of Outstanding Term Loans from Bank 

2. General Corporate Purposes 

3. Expenses for the Issue 

 

The main objects clause as set out in the Memorandum of Association enables our Company to undertake its existing 

activities and the activities for which funds are being raised by our Company through the Rights Issue. 

 

Details of Objects of the Issue 

 

Sr. No. Particulars Amount (in Rs. Lakhs) 

1 Part Repayment of outstanding Term Loans from Bank 800.00 

2 General Corporate Purposes 157.59 
3 Expenses for the Issue 41.53 
Total 999.12 

 

Means of Finance 

 

Particulars Amount (in Rs. Lakhs) 

Gross Proceeds from the Issue 999.12 

Less: Issue related expenses 41.53 
Net Proceeds from the Issue 957.59 

 

 

Our Company proposes to meet the requirement of funds for the proposed objects of the Issue from the Net 

Proceeds. Accordingly, our Company confirms that there is no requirement to make firm arrangements of finance 

through verifiable means towards at least 75% of the stated means of finance, excluding the amount to be raised 

from the Issue. The Objects of the Issue involves financing other than financing of capital expenditure for project. 

Our Promoters have confirmed that they alongwith Promoter Group will subscribe to the full extent of the aggregate 

rights entitlement of the Promoter and Promoter Group.  

 

The fund requirement and deployment are based on our management estimates and has not been appraised by any 

bank or financial institution or any other independent agencies. The fund requirement above is based on our current 

business plan and our Company may have to revise these estimates from time to time on account of various factors 

beyond our control, such as market conditions, competitive environment and interest or exchange rate fluctuations. 

Consequently, our Companyôs funding requirements and deployment schedules are subject to revision in the future 

at the discretion of our management, subject to necessary approvals, and such rescheduling, if any, shall be within 

the objects of the Issue. 

 

Details of use of Issue Proceeds: 

 

1. Part Repayment of Outstanding Term Loans from Bank 

 

Our Company has entered into financial arrangements with three Banks, namely Indian Bank, Union Bank of 

India and Bank of Baroda. However, the outstanding term loans are from Indian Bank and Union Bank of India 

and as on April 30, 2022, the outstanding term loans from these two banks are Rs. 9,621.40 Lakhs and Rs. 

8,757.27 Lakhs respectively. We propose to utilize Rs. 800 Lakhs from the Net Proceeds of the issue towards 

part repayment of one of the outstanding Term Loan availed from Indian Bank for the following facility. 
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Name of 

the 

Lender 

Nature of 

the Loan 

Amount 

Sanctioned (Rs. 

Lakhs) 

Amount outstanding 

(as on April 30, 2022) 

Rate Of 

Interest 

(%)  

Terms of 

Repayment 

Indian 

Bank 

Term Loan 10,692.00 on 

August 10, 2011 

3,193.29 11.05% Quarterly 

 

 

The repayment will help reduce our outstanding indebtedness and debt servicing costs and enable utilization of 

our internal accruals for further investment in business growth and expansion. In addition, we believe that the 

leverage capacity of our Company will improve our ability to raise further resources in the future for business 

purpose. 

 

2. General Corporate Purpose 

 

We propose to utilize the remaining amount after repayment of term loan and issue related expenses towards 

general corporate purposes but same will not exceed 25% of the gross proceeds of the Issue. Our Board will have 

flexibility in applying the balance amount towards general corporate purposes including but not restricted to 

general maintenance, marketing, sales promotion and meeting expenditure in the ordinary course of business or 

contingencies in ordinary course of business which may not be foreseen or any other purposes as approved by 

our Board of Directors.  

 

3. Expenses for the Issue 

 

The Issue related expenses consist fees payable to the Stock Exchange, Lead Manager, advertisement and 

marketing expenses , Registrar to the Issue, stationery printing and dispatch charges , depositories fees and all 

other incidental and miscellaneous expenses in respect of Rights Issue and Listing of additional equity shares on 

the Stock Exchange. We intend to use approximate Rs 41.53 Lakhs towards these expenses which are to be met 

out of issue proceeds. 

 

Particulars Estimated Expenses*  

(Rs. Lakhs) 

% of Estimated 

Issue Size 

% of Estimated 

Issue expenses 

Stock Exchange Fees 6.49 0.65% 15.62% 

Lead Manager Fees 11.80 1.18% 28.41% 

Advertising,and marketing expenses 3.54 0.35% 8.52% 

Registrar, Printing and dispatch charges 3.95 0.40% 9.52% 

Other expenses (including but not 

limited to legal counsel fees, , 

depository fees, auditor fees, advisory 

fees, ASBA Bankers, travelling and out 

of pocket reimbursements, etc.) 

15.75 1.58% 37.93% 

Total (including GST) 41.53 4.16% 100.00% 

 

*Given figures are Estimated issue related expenses. In case of any difference between the estimated Issue 

related expenses and actual expenses incurred, the shortfall or excess shall be adjusted with the amount allocated 

towards general corporate purposes. 
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Estimated Schedule of Deployment of Funds 

 

As estimated by our management, the entire proceeds received from the issue would be utilized as under: 

(Rs. In Lakhs) 

Particulars Funds already 

deployed (upto May 09, 

2022) 

FY 2022-23 (May 

09, 2022 

onwards) 

Total 

Part Repayment of outstanding Term Loans 

from Bank 

- 
800.00 800.00 

General Corporate Purposes - 157.59 157.59 
Expenses for the Issue 19.74 21.79 41.53 
Total 19.74 979.38 999.12 

 

 

Deployment of Funds towards the Objects of the Issue 

 

We have incurred Rs. 19.74 lakhs upto May 09, 2022 towards the Objects of the Issue which has been certified by 

M/S Chevuturi Associates (Firm Registration No.: 000632S), Chartered Accountants, vide its certificate dated May 

09, 2022. The same has been incurred towards issue related expenses and have been financed through internal 

sources. 

 

Interim Use of Proceeds 

 

Pending utilization for the objects described above, we intend to deposit the net proceeds only in Scheduled 

Commercial Banks. 

 

Appraisal  
 

None of the Objects of the Issue have been appraised by any bank or financial institution. 

 

Bridge Financing Facilities 

 

Our Company has not raised any bridge loans from any bank or financial institution as on the date of this Letter of 

Offer, which are proposed to be repaid from the Issue Proceeds. 

 

Monitoring of Utilization of Funds  

 

Since the Issue is for an amount less than  10,000 lakhs, in terms of Regulation 82(1) of the SEBI ICDR 

Regulations, our Company is not required to appoint a monitoring agency for the purposes of the Issue. As required 

under the SEBI Listing Regulations, the Audit Committee appointed by the Board shall monitor the utilization of the 

proceeds of the Issue. We will disclose the details of the utilization of the Net Proceeds of the Issue, including 

interim use, under a separate head in our financial statements specifying the purpose for which such proceeds have 

been utilized or otherwise disclosed as per the disclosure requirements. 

 

Further, in terms of Regulation 32 of the SEBI Listing Regulations, we will furnish to the Stock Exchange(s) on a 

quarterly basis, a statement indicating material deviations, if any, in the use of proceeds from the objects stated in the 

Letter of Offer. Further, this information shall be furnished to the Stock Exchange(s) along with the interim or 

annual financial results submitted under Regulations 33 of the SEBI Listing Regulations and be published in the 

newspapers simultaneously with the interim or annual financial results, after placing it before the Audit Committee 

in terms of Regulation 18 of the SEBI Listing Regulations. 

 

Key Industry Regulations for the proposed objects of the issue: Not Applicable 

   

No issue proceeds will be utilized for payment to our Promoters, Directors, Key Managerial Personnel and Associate 

Companies of our Company.  
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STATEMENT OF TAX BENEFITS  
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SECTION IV ï ABOUT OUR COMPANY  

INDUSTRY OVERVIEW  

 

The information presented in this section has been obtained from publicly available documents from various sources 

including officially prepared materials from the Government of India and its various ministries, industry 

websites/publications and company estimates. Industry websites / publications generally state that the information 

contained therein has been obtained from sources believed to be reliable, but their accuracy, completeness and 

underlying assumptions are not guaranteed and their reliability cannot be assured. Industry and government 

publications are also prepared based on information as of specific dates and may no longer be current or reflect 

current trends. Although we believe industry, market and government data used in the Letter of Offer is reliable, it 

has not been independently verified. Similarly, our internal estimates, while believed by us to be reliable, have not 

been verified by any independent agencies. 

 

INDIAN ECONOMY OVERVIEW : 

 

India was among the fastest-growing economies in the world in the decade before the COVID-19 pandemic, lifting 

millions out of poverty. While the economy was moderating prior to the COVID-19 shock, the pandemic implied 

unprecedented challenges. Two COVID-19 waves caused a health and economic crisis however, the economy is 

gradually recovering. Following the first wave, GDP contracted an unprecedented 7.3 percent in FY2020/21. The 

second wave resulted in another sharp fall in activity, albeit smaller and shorter. 

 

Estimates suggest that the Indian economy is expected to witness real GDP expansion of 9.2 per cent in 2021-22 

after contracting in 2020-21. This implies that overall economic activity has recovered past the pre-pandemic levels. 

Almost all indicators show that the economic impact of the ñsecond waveò in first quarter of FY 2021-22 was much 

smaller than that experienced during the full lockdown phase in 2020-21 even though the health impact was more 

severe. 

 

Agriculture and allied sectors have been the least impacted by the pandemic and the sector is expected to grow by 

3.9 per cent in 2021-22 after growing 3.6 per cent in the previous year. Advance estimates suggest that the GVA 

(Gross Value Added) of Industry (including mining and construction) will rise by 11.8 per cent in 2021-22 after 

contracting by 7 per cent in 2020- 21. The Services sector has been the hardest hit by the pandemic, especially 

segments that involve human contact. This sector is estimated to grow by 8.2 per cent in FY 2021-22 following last 

yearôs 8.4 per cent contraction. 

 

India is focusing on renewable sources to generate energy. It is planning to achieve 40% of its energy from non-

fossil sources by 2030, which is currently 30% and have plans to increase its renewable energy capacity from to 175 

gigawatt (GW) by 2022. In line with this, in May 2021, India, along with the UK, jointly launched a óRoadmap 2030ô 

to collaborate and combat climate change by 2030. 

 

India is expected to be the third largest consumer economy as its consumption may triple to US$ 4 trillion by 2025, 

owing to shift in consumer behaviour and expenditure pattern, according to a Boston Consulting Group (BCG) 

report. It is estimated to surpass USA to become the second largest economy in terms of purchasing power parity 

(PPP) by 2040 as per a report by PricewaterhouseCoopers. 

 

(Source: https://www.ibef.org/economy/indian-economy-overview; IMF Country Report No.21/230, October 2021/ 

ARTICLE IV CONSULTATIONðPRESS RELEASE; STAFF REPORT; Economic Survey 2021-22, Government of 

India) 

 

 

INDIAN TEXTILE INDUSTRY  

 

Indiaôs textiles sector is one of the oldest industries in the Indian economy, dating back to several centuries. The 

industry is extremely varied, with hand-spun and hand-woven textiles sectors at one end of the spectrum, while the 

capital-intensive sophisticated mills sector on the other end. It is the 2nd largest producer of MMF (Man Made 

Fibre) after China. India is the 6th largest exporter of Textiles & Apparel in the world. 

https://www.ibef.org/economy/indian-economy-overview
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The decentralised power looms/ hosiery and knitting sector forms the largest component in the textiles sector. The 

close linkage of textiles industry to agriculture (for raw materials such as cotton) and the ancient culture and 

traditions of the country in terms of textiles makes it unique in comparison to other industries in the country. Indiaôs 

textiles industry has a capacity to produce wide variety of products suitable for different market segments, both 

within India and across the world. 
 
Indiaôs Textiles industry has around 4.5 crore employed workers including 35.22 lakh handloom workers across the 

country. It is source of employment for over 10 crore people indirectly. The industry contributed 7% to the industry 

output (by value) in 2018-19. The Indian textiles and apparel industry contributed 2% to the GDP, 12% to export 

earnings and held 5% of the global trade in textiles and apparel in 2018-19. Exports of textiles stood at US$ 22.89 

billion between April 2021 and October 2021. 

 

The Indian textiles market is expected to be worth more than US$ 209 billion by 2029. Cotton production is 

expected to reach 37.10 million bales and consumption is expected to reach 114 million bales in FY21ð13% 

growth over the previous year. 

 

The production of raw cotton in India is estimated to have reached 35.4 million bales in FY20. Indiaôs home textile 

exports grew at a healthy rate of 9% in FY21 despite the pandemic. 

 

The production-linked incentive (PLI) scheme for man-made fibre and technical textiles will help boost 

manufacturing, increase exports and attract investments into the sector. 

 

Government of India has come up with several export promotion policies for the textiles sector. It has also allowed 

100% FDI in the sector under the automatic route. The Rs. 10,683 crore (US$ 1.44 billion) PLI scheme is expected 

to be a major booster for the textile manufacturers. The scheme proposes to incentivize MMF Apparel, MMF 

Fabrics and 10 segments of Technical Textiles products. 

 

Industry Structure  

The major sub section of the Indian textile Industry are- Silk, Cotton, Woolen, Jute and Man-made. The following 

diagram shows the structure of textile industry in India. The textile industry in India is highly fragmented. The 

organized sector consists of spinning mills and composite mills. The unorganized sector consists of handlooms and 

power looms.  
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Import/Export   

 

Exports: The Indian textile industry is the second largest producer of MMF Fibre after China. India is the 6th 

largest exporter of Textiles & Apparel in the world. Indiaôs textiles and clothing industry is one of the mainstays of 

the national economy. The share of textile and apparel (T&A) including handicrafts in Indiaôs total exports stands at 

a significant 11.8% in 2019-20. India has a share of 5% of the global trade in textiles and apparel. Major textile and 

apparel export destinations for India are EU-28 and USA with 50% share in total textile and apparel exports. The 

sector holds importance from the employment point of view as well. It provides direct employment of over 45 

million people and source of livelihood for over 100 million people indirectly, including a large number of women 

and rural population. The sector has perfect alignment with Governmentôs key initiatives of Make in India, Skill 

India, Women Empowerment and Rural Youth Employment. Export details of Textiles & Apparel are as under: 

 

Particulars FY 2017-18 

(US$ Mn) 

FY 2018-19 

(US$ Mn) 

FY 2019-20 

(US$ Mn) 

FY 2020-21 (Apr-Dec) 

(US$ Mn) 

India Textile & 

Apparel 

35,723 36,558 33,378 20,319 

Handicrafts 3,573 3,804 3,564 2,268 

Total T&A including 

Handicrafts 

39,296 40,362 36,943 22,587 

Indiaôs overall exports 3,03,376 3,29,536 3,13,139 2,01,295 

% T&A Exports of 

overall exports 
12.95% 12.25% 11.80% 11.22% 

 

Exports of textile and Apparel products including handicrafts from India have decreased to US$ 36.9 billion during 

the year 2019-20 from US$ 40.4 billion during 2018-19, registering negative growth of 8.6%. 

 

The decline in exports has been mainly due to the ongoing global slowdown, which got aggravated due to the 

Covid-19 crisis. The latter resulted in large scale disruptions in supply chains and demand resulting in cancellation 

of orders. Other main reason for decline is high tariffs faced by Indian exporters in key markets such as EU as 

compared to zero duty access given to competing nations like Bangladesh, Sri Lanka, Pakistan and Turkey has 

affected export performance. 

 

Indiaôs textiles products, including handlooms and handicrafts, are exported to more than hundred countries. 

However, the USA and the EU, account for approximately 50% of Indiaôs textiles and apparel exports. The other 

major export destinations are China, U.A.E., Bangladesh, Sri Lanka, Saudi Arabia, Turkey, Pakistan and Vietnam 

etc. 

 

Imports: India is a major textile and apparel exporting country and enjoys trade surplus. Bulk of import takes place 

for re-export or for industry requirement of raw material. Import of textiles and apparel products by India during 

April -Decô 20 has decreased by 41% in comparison to corresponding period of 2019-20. The decline is mainly due 

to lockdown imposed due to Covid-19. 

 

Particulars FY 2018-19 

(US$ Mn) 

FY 2019-20 

(US$ Mn) 

FY 2019-20 (Apr-

Dec) 

(US$ Mn) 

FY 2020-21 (Apr-

Dec) 

(US$ Mn) 

Total Textile & 

Apparel import 

including 

Handicrafts 

 

7,549 

 

8,262 

 

6,669 

 

3,935 
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Government Initiatives  

 

Some of the Government initiatives in textile sectors are as given below: 

 

Amended Technology Fund Upgradation Scheme (ATUFS): ATUFS was notified in January 2016 with an 

outlay of Rs 17,822 crore to mobilize new investments of about Rs 95,000 crore and to create new employment for 

about 35 lakh persons by the 2022.  

 

Samarth - Scheme for Capacity Building in Textile Sector: óSamarthô was formulated under the broad skilling 

framework adopted by Ministry of Skill Development & Entrepreneurship with advanced features such as Aadhaar 

Enabled Biometric Attendance System (AEBAS), Training of Trainers (ToT), CCTV recording of training 

programme, dedicated call centre with helpline number, mobile app based Management Information System (MIS), 

on-line monitoring of the training process etc. 

 

Scheme for Integrated Textiles Park (SITP): The óScheme for Integrated Textile Parks (SITP)ô has been under 

implementation since 10th Five Year Plan to provide the textile industry with worldclass infrastructure facilities. 

The project cost covers common infrastructure and buildings for production/ support depending on the needs of the 

ITP with total financial support of 40% of the project cost subject to a maximum of Rs.40 crore. There is flexibility 

in setting up ITPs to suit the local requirements. As of March 31, 2021, out of 56 sanctioned textile parks, 23 textile 

parks have been completed as per scheme guideline and remaining 33 are under various stages of implementation. 

 

Scheme for Additional Grant for Apparel Manufacturing Units under SITP (SAGAM) : Under the scheme, the 

Ministry provides additional grant of Rs. 10.00 Crore to Integrated Textile Parks under SITP to set up new / 

additional apparel units in the park. 

 

Integrated Processing Development Scheme (IPDS): The objectives of the Scheme are to enable the textile 

processing sector in meeting environmental standards through appropriate technology including marine, riverine and 

Zero Liquid Discharge (ZLD). 

 

Scheme for Incubation in Apparel Manufacturing (SIAM) : The objective of the Scheme is to promote new 

entrepreneurs in apparel manufacturing by providing them an integrated workspace with complete ecosystem and 

plug and play facility which help them in reducing time, cost and efforts involved in setting up a new incubation 

centre. 

 

Scheme for Textile Industry Workersô Accommodation (STIWA): The objective of the Scheme is to provide 

safe, adequate and conveniently located accommodation for textile and apparel industry workers in the proximity of 

areas of high concentration of textile and apparel industries. 

 

COTTON 

 

Cotton is one of the principal crops of the country and is the major raw material for domestic textile industry. It 

provides sustenance to millions of farmers as also the workers involved in cotton industry, right from processing to 

trading of cotton. In the raw material consumption of the textile industry in India, the ratio of the use of the cotton to 

man-made fibres and filament yarn is 59:41. 

 

Production & Consumption: In India, cotton is cultivated in three diverse agro-ecological zones; Northern zone 

comprising the States of Punjab, Haryana and Rajasthan, Central zone comprising the States of Madhya Pradesh, 

Gujarat, Maharashtra & Orissa and Southern zone comprising the States of Telangana, Andhra Pradesh, Karnataka 

and Tamil Nadu. Cotton is also cultivated in small areas of non-traditional states such as Uttar Pradesh, West Bengal 

and Tripura. India has brought about a quantitative and qualitative transformation in the production of cotton since 

independence. Production and productivity of cotton in India have improved significantly during the past decades. 

India has become one of the largest producers, consumers and exporters of cotton in the World.  
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The details of production and consumption of cotton is given below:- 

 

(in lakh bales of 170 kg each) 

 *P-Provisional 

 

Presently, Cotton is a freely exportable commodity from India. India exports cotton mainly to Bangladesh, 

China, Vietnam, Pakistan, Indonesia, Taiwan, Thailand etc, out of which Bangladesh & China are the 

largest importer of Indian cotton. Although India is a major producer and exporter of cotton, some quantity 

of extra-long staple variety of cotton, which is not available in the country, is imported. 

 

 
*P-Provisional 

 

332 
345 

370 

330 

357 

315.28 310.41 319.06 315.5 

261.97 

2015-16 2016-17 2017-18 2018-19 2019-20 (P)

Prodution

Consumption

69.07 

58.21 

67.59 

44.00 

50.00 

22.79 

30.94 

15.80 

31.00 

16.00 

2015-16 2016-17 2017-18 2018-19 2019-20 (P)

Export

Import

In lakh bales of 170 kg each 
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Minimum Support Pric e (MSP) Operations: The Cotton Corporation of India (CCI) has been nominated by the 

Government of India for undertaking MSP operations, in the event kapas prices of seed cotton (kapas) fall below the 

MSP level, for procuring entire quantity of kapas offered by the cotton farmers in various APMC (Agricultural 

Produce Market committee) market yards at MSP rates without any quantitative limit. MSP for two basic staple 

groups of cotton i.e. medium long staple variety (staple length 24.5mm to 25.5mm and Micronaire 4.3 to 5.1) and 

long staple cotton (staple length 29.5mm to 30.5mm and Micronaire value 3.5 to 4.3) with a view to give incentives 

to the Cotton farmers of the country is given below: 

(Rs. per quintal) 

Year Medium Staple (staple length 24.5mm to 

25.5mm with Micronaire value 4.3 

to 5.1) 

Long Staple (staple length 29.5mm to 

30.5mm with Micronaire value 3.5 to 4.3) 

FY 2015-16 3800 4100 

FY 2016-17 3860 4160 

FY 2017-18 4020 4320 

FY 2018-19 5150 5450 

FY 2019-20 5255 5550 

FY 2020-21 5515 5825 

(Source: Ministry of Textiles, Annual Report 2020-21 / IBEF website) 
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OUR BUSINESS 

 

Our Company is primarily engaged in the business of Ginning of cotton, manufacturing of Cotton and Dyed yarn 

and weaving of grey and dyed fabrics. We produce cotton yarn through both Ring Spinning and Open End Spinning 

(with 59,280 spindles and 2,912 rotors respectively). Our Company also have facilities of yarn dyeing with a 

capacity of around 3000 Kgs per day, and for woven fabric capacity of 80,000 meters per day. Our manufacturing 

facilities comprising of Ginning, Spinning, Weaving and Dyeing Plants, are located in the state of Andhra Pradesh. 

We also have three Hydel Power Plants of total capacity of 4 MW located in the state of Telangana. Further, our 

Company also generates Solar Power for internal consumption with 2.0 MW capacity at spinning unit, 

Chowdavaram and 1.0MW capacity at weaving unit, Kunkupadu, Addanki. 

 

Our products include Ring Spun combed yarn (from Ne.30s to Ne.80s combed warp / compact), TFO (Two for one 

twisted yarn) ring spun yarn (from Ne.30/2 to Ne 80/2 combed warp/compact), Open End yarn from Ne10s to 

Ne20s, TFO open end yarn Ne OE 20s/2, BCI (Better Cotton Initiative) certified yarn and woven fabric such as yarn 

dyed shirting and bottom weight fabric. 

 

During the Fiscal 2021 and Fiscal 2020, we sold 41,58,598 Kgs and 56,02,493 Kgs of cotton yarn, including inter-

divisional transfer, respectively and 1,47,09,158 meters and 2,27,66,614 meters of grey fabric, respectively. 

 

We have received many accreditations such as ISO 9001: 2015 accreditation by TUV Nord CERT GmbH, Germany 

for management system for manufacture and supply of cotton yarn, BCI (Better Cotton Initiative) certification for 

our Company units since December 2015 for procuring Cotton from farmers with better cotton practices who have 

been certified by the BCI as a registered farmers. Our Company is a One Star Export House recognized by the 

Ministry of Commerce, Government of India in accordance with foreign trade policy, 2015-2020 which is valid for 

a period of five years till August 2022. We export Yarn and Fabric to various countries including Bangladesh, China 

etc 

 

We started commercial production in year 1995 with spinning of cotton yarn. We have chosen vertically integrated 

value addition so that the raw material fluctuation will have least impact on the finished products and profitability 

margins of the Company. 

 

In Fiscal 2021 and Fiscal 2020, we have generated total income of Rs. 24,226.53 lakhs and Rs. 29,333.48 lakhs 

respectively and net loss after tax of Rs. 789.62 lakhs and Rs. 1,208.88 Lakhs respectively. Further, as per unaudited 

financial results for nine months ended December 31, 2021, we have generated total income of Rs. 32,940.99 lakhs 

and net profit after tax of Rs. 805.59 lakhs. 

 

OUR COMPETITIVE STRENGTHS:  

 

Track record of operations in the spinning industry with manufacturing operations spanning across the textile 

value chain. 

 

We have over 25 years of experience in the spinning industry, delivering steady growth over a period of time. We 

have gradually expanded our operations to cover the textile value chain from manufacturing of yarn to woven fabric 

using yarn produced in-house. The manufacturing operations were commenced from Cotton ginning. Thereafter, we 

had set up spinning division in 1995, open end division in 2009, weaving division in 2014, and dyeing division in 

2015. As on date, our operations include ginning, spinning (ring spinning and open-end spinning), weaving and 

dyeing in the textile segment. Our longstanding presence has enabled us to understand the changing needs and 

demands of the textile industry and our customers, both in India and internationally. This has helped us in getting 

repeat business from our customers. 

 

Manufacturing facility with locational advantage and state-of-the-art machinery to deliver quality products  

 

We have two manufacturing facilities in the state of Andhra Pradesh. We have gradually expanded our operations 

over a period of time. Today, we believe that we possess the scale, product offerings, presence, quality and 

technology to cater to our end-use industries such as apparels and garments, woven fabrics, home furnishing, 

industrial textiles and medical textiles, etc. 
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Our manufacturing facility located in Guntur, AP enjoys locational advantage since Guntur is a major and one of the 

best quality cotton growing areas in India that produces MCU5 which is long staple cotton and is suited for fine 

counts. It is also a major centre for cotton breeding in southern zone. Our Guntur unit is located on sixth lane NH16, 

Golden Quadrilateral connecting Chennai and Calcutta and in proximity to Krishnapatanam port and 

Vishakhapatnam port which helps in saving logistics cost for export operations. Further, our weaving and dyeing 

units are located near to trijunction with highway access to Chennai, Hyderabad and Calcutta. All the manufacturing 

facilities are well equipped to deliver quality products. 

 

Implementation of stringent Quality control measures  

 

Our Company has implemented stringent quality control measures to produce superior quality yarn and fabric for 

our domestic and international customers. As the quality of our products depends on the raw material quality, so we 

source the superior quality raw material from farmers/suppliers. We believe cotton procurement is crucial for our 

manufacturing operations and we have gained significant experience in cotton procurement which helps us in 

producing superior and consistent quality yarn and also increases the efficiency of our operations which in-turn 

contribute to profitability of our Company. We procure Cotton (Kapas) directly from farmers. Our company is BCI 

(Better Cotton Initiative) certified for procuring Better Cotton from BCI registered farmers. 

 

We carry raw material inspection. Further to in process inspection system, our mill has adopted stringent final 

inspection procedure before dispatching yarn to our customers. 

 

Wide range of products across cotton yarn and woven fabrics businesses 

 

We have continuously expanded our range of products to cater to the customized requirements of our customers. 

Our product range includes Ring Spun combed yarn (from Ne.30s to Ne.80s combed warp / compact), TFO ring spun 

yarn, Open End yarn (from Ne10s to Ne20s), TFO open end yarn,, BCI certified yarn and woven fabric such as yarn 

dyed shirting and bottom weight fabric. Our yarn dyed shirting includes cotton range and blended products.  

 

Experienced management team with strong industry expertise 

 

Our Promoter directors have long experience in Cotton and Textile industry. Our Managing Director, Mr. Poluri 

Venkateshwara Reddy, has in-depth knowledge in selection of Kapas and Cotton lint. He has more than 40 years of 

experience in ginning business. Mr. Gurram Venkata Krishna Reddy, Joint Managing Director and CEO, is a 

technocrat and is a highly qualified Engineer. He has more than 25 years of experience in cotton and textile industry. 

He is actively involved in marketing and finance management of our Company. Further, Mr. MV Subba Reddy has 

long experience in procurement of cotton from market / farmers and sale of cotton waste. For further details, please 

see ñOur Managementò on page 53 of this Letter of Offer. 

 

OUR STRATEGY  

 

Enhancement in range of our Products: 

 

We are focusing on development of more specialized and customized grades for specific applications in conjunction 

with our Customers. For this purpose, we are also focusing on improving our technical expertise to support 

customers and market development. We intend to develop more varieties of yarn and increase range of cotton fabric. 

 

Expansion of our operations: 

 

We plan to further expand our operations by increasing the number of looms and yarn dyeing capacity substantially. 

We also plan to set up dye cloth and printing process upto one Lakh meters per day. Our Company also intend to 

increase captive power generation by setting up wind mills. Alongwith expansion of our operations, our Company is 

continuously focusing on improving process operations, equipment and quality related issues for higher yield. We 

seek to achieve this through periodical installations of spindles and woven fabric machines. As a part of this 

strategy, we are also in the process of exploring further expansion opportunities, to enhance our manufacturing 

capabilities for product diversification and manufacturing of value added products; and in this regard, we have 

sufficient land of 130.29 acres at Kunkupadu at our Weaving and Dyeing plants to accommodate our future 

expansion. 
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Develop and maintain relationships with major domestic and overseas customers, expand our existing 

distribution network and increase our export sales 

 

In India, we have been selling our products mainly to customers in South and Western India. Furthermore, our 

growth also depends on our ability to attract additional fabric and garment manufacturers, and distributors. 

Accordingly, we intend to continue to focus on developing and strengthening our sales and distribution network, and 

introducing integrated solutions for the benefit of our customers. As a part of our sales and distribution strategy, we 

propose to penetrate the domestic market further by appointing new distributors and strengthening our woven fabric 

sales. At the same time we propose to continue our endeavor to establish a global presence for our products through 

the export market in the near future by further developing strategic relationships with key clients. 

 

MARKETING APPROACH AND MARKETING SE T UP 

 

Our team including Directors through their relevant experience and good rapport with our customers due to the 

timely delivery of quality products has played an instrumental role in creating and expanding a work platform for 

our Company. We have a dedicated team of Marketing Personnel in our Ring Spinning and Open End Division as 

well as Weaving and Dyeing Division. The Marketing division has well trained team with six officials for spinning 

division and seven in weaving division. The marketing division is headed by an official of the rank of President and 

is directly under control of our executive Directors. The sales and marketing of Yarn and fabric is based on factors 

such as quality, easy availability and competitive pricing of the products. Our client base includes reputed corporate 

houses in the India textile industry and in the global markets we export our products to a number of countries as well. 

Some of our major domestic corporate clients include Universal Cottex, Gimatex Industries Limited to whom we 

sell our Yarn and Jhakaria Fabrics to whom we sell fabric. We also export our products to Paramount Textiles 

Limited in Bangladesh, Zhejiang Zhongda Group International Trading Co. and Xiamin ITG Group Co. Ltd. in 

China. Our Company has loyal and committed customer base who keep buying company products from time to time. 

 

MANUFACTURING  FACILITIES:  

 
The details of our manufacturing facilities are as given below: 

Ginning, Ring Spinning &  Open End Plants ï Our Ginning, Ring Spinning and Open End plants are located at NH 

16, Chowdavaram, Guntur, Andhra Pradesh, spread in an area of 23.14 acres. We operate 59,280 spindles of Ring 

Spinning out of which 34,416 are compact & 24,864 are Non-Compact and 2,912 rotors for manufacturing open end 

yarn. Ginning Division has a capacity to press 6,000 bales per month. Ring Spinning Division has a production 

capacity of 420 tons per month whereas our Open end Division has a capacity of 500 tons per month. The different 

kinds of yarns manufactured by us are detailed as follows: 

¶ Ring spun Ne.30s to Ne.80s combed wrap / compact; 

¶ TFO ring spun yarn Ne.30/2 to Ne.80/2 combed warp/ 

¶ open end yarns from Ne10s to Ne20s; 

¶ TFO open end yarns; 

 

The yarn made by us cater to end-use industries such as apparels and garments, woven fabrics, home 

furnishings, industrial textiles, and medical textiles. 

Weaving & Dyeing Plants ï Our weaving and dyeing divisions are located at Kunkupadu Village, Addanki Mandal, 

District ï Prakasam, Andhra Pradesh spread in an area of 130.29 acres. Our dyeing division has a capacity of 

around 3,000 kgs per day. Our Company had commenced the Commercial Production of Yarn Dyeing unit in 

September 2015. Subsequent to the R.F (Radiofrequency) Drying, the yarn cones are bundled, weighed and checked 

for evenness of dyeing on Schlafhorst auto-coners, so that it is ready for warping or for weft insertion in weaving 

section. 

Our weaving capacity is 80,000 meters per day of woven fabric including 70% yarn dyed shirting and 30% of bottom 

weight fabric. We have the state of art machineries in weaving preparatory, weaving loom shed and sophisticated 

testing equipment and instruments. 
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Hydel Plants ï Our Company has three hydroelectric plants with a total capacity of 4.0 MW, two with the capacity 

of 1.6 MW each and one with 0.8 MW. The plants are located at Kotha Kothur Village, Nelakondapalli Mandal, 

District - Khammam, Telangana spread in an area of 39.06 acres. These plants are on 16th & 17th branch canal of 

Nagarjuna Sagar project left to main canal. The first two power plants of 0.8 MW and 1.6 MW were commissioned 

in January 2002 and third hydroelectric power plant of 1.6 MW was commissioned in March 2011. 

All  the generators produce electricity at 6.6 KV voltage level. The generated voltage is enhanced to 33 KV by a power 

transformer and fed to the state electricity grid. The hydel power generation is solely dependent on the canal water 

flow. The canal flows for 7 to 8 months in a year. Typically the canal opens in August / September and close by 

April end every year. We have employed experienced electrical and mechanical engineering team at the 

hydroelectric plants. 

During the Fiscal 2021 and 2020, we have generated 25,27,700 Units and 16,25,900 Units of power.  

Further, our Company also generates Solar Power for internal consumption with 2.0 MW capacity at spinning unit, 

Chowdavaram and 1.0MW capacity at weaving unit, Kunkupadu , Addanki. 

 

CAPACITY AND CAPACITY UTILISATION:  

Given below are details of Capacity and Capacity Utilization of our divisions for last three financial years: 

 

Manufacturing 

facility  

FY 2020-21 FY 2019-20 FY 2018-19 

Installed 

capacity 

Capacity 

Utilization  

Installed 

Capacity 

Capacity 

Utilization  

Installed 

Capacity 

Capacity 

Utilisation 

Ginning Division 28 Gins 

 

10% 28 Gins 

 

50% 28 Gins 

 

50% 

Spinning Division 59,280 

Spindles 

88.69% 59,280 Spindles 94.79% 58,096 

Spindles 

95.85% 

Open End Division 2,912 

Rotors 

79.20% 2,912 Rotors 99.62% 2,912 Rotors 99.55% 

Weaving Division 248 

Looms 

60.02% 248 Looms 97.52% 248 Looms 96.35% 

Dyeing Division 3,000 

KG/P.A 

29.55% 3,000 KG/P.A 55.19% 3,000 

KG/P.A 

69.14% 

Hydel Plant 4MW 12.24% 4MW 14.67% 4MW 9.43% 

 

MANUFACTURING  PROCESS: 

 

× Ginning 

Our operations starts from procurement of cotton. We procure cotton directly from the farmers. The farmers bring 

kapas to Chowdavaram spinning cum ginning plant. The kapas is first checked for quality, quantity and accounts 

will  prepare the payment slip. Cotton cultivation is started in July every year with onset of monsoon. Cotton 

packing from the fields start in November and continues till February. Best quality kapas is available in the 

months of November - March only. Procurement of good quality cotton at economical value is very crucial for 

our manufacturing operations. 

Ginning is the first mechanical process involved in   processing cotton. The   process   involves separating cotton 

fibers from the seed bolls and dust particles. In this process, Raw seed Cotton undergoes Ginning and Cotton 

Lints are obtained. These Cotton Lints are processed through Bale Press and Cotton Bales are produced. Cotton 

seeds separated in Ginning process are sold to oil mills. The Ginning Division has 28 high production Ginning 

Machines. The Division has modernized Automatic bale pressing unit. 

× Ring Spinning 

Ring Spinning is a process in which fibers is converted by passing through certain processes like Blow room, 

Carding, Drawing, Combing, Simplex, Ring Frame and finally winding into yarns. These yarns are then wound 

onto the cones. 
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× Open End Spinning 

Cotton Lint & Ring Spinning waste is used as Raw Material to prepare OE yarn. 

× Weaving 

Weaving is a method of textile production in which two distinct sets of yarns or threads are interlaced to form a 

fabric or cloth. We have the state of art machinery from various leading manufacturers around the world. We use 

machineries from various recognized vendors such as Karl Mayer, Germany for Weaving preparatory, Picanol, 

Belgium Air-Jet and Rapier Looms, Toyota airjet looms, Japan, for Weaving machines, and Humidification 

System from Luwa, Switzerland. Humidification air changes are provided, so that fluff is going into the return 

trench and not flying around in the winding area. 

× Dyeing 

Dyeing is the application of dyes or pigments on textile materials such as fibers, yarns, and fabrics with the 

objective of achieving desired color. After the R.F.(Radiofrequency) Drying, the yarn cones are bundled, weighed 

and checked for evenness of dyeing and are rewounded as soft packages on Schlafhorst auto-coners, so that it is 

ready for warping or for weft insertion in weaving section. We have 5 machines of 60 spindles each and keep 

machines at a distance to each other in order to avoid fluff contamination from one shade onto the other. We have 

yarn dyeing machine from Fongs, Hong Kong and automatic dye dispensing system from Tecnorama, Italy. 
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Manufacturing Process Flowchart: 

 

The Manufacturing process flow from Procurement of Seed Cotton to Finished fabric and Garmenting is 

given below 
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