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Rating Rationale
Acuite has reaffirmed the long-term rating of '"ACUITE BB+' (read as ACUITE double B pluso)n the Rs.38.00
Cr. bank facilities of Moreish Foods Limited (MFL). The outlook is ‘Stable’.

Rating Rationale

The rating reaffirmation is supported by the company’s established presence in Eastern India supported by
diversified product portfolio. The increase in revenue primarily driven by increase in the quantity of products sold,
supported by a strategic price hike across all products and states (except Odisha and Bihar) during FY25.

EBITDA and PAT margins remained on similar levels indicates effective cost management and the ability to pass
on the cost to customers. The company has stretched liquidity position and efficient working capital
cycle. However, the rating is constrained by the company's moderate financial risk profile, characterized by
gearing due to debt funded equipment purchases and modest debt protection metrics. Therefore, the overall debt
levels and low accruals against debt repayment remains key monitorable factors. The company operates in a highly
competitive and fragmented industry, and is exposed to fluctuation in input prices, which can impact production
costs.

About the Company

Established in 1989, Moreish Foods Limited (MFL), led by Mr. Narendra Kumar from Ranchi, Jharkhand,
specializes in the production and sale of bakery items like bread, cakes, and cookies and others under the brand
Moreish via manufacturing facilities in Ranchi, Patna, Asansol, Howrah, and Bhubaneshwar. The company serves
the consumer market through conventional distribution, direct retail, quick commerce and modern trade and
institutional sales like hospitals, corporate clubs, and Indian Railways. The company has its presence in Eastern
India.

Unsupported Rating
Not Applicable

Analytical Approach
Acuité has taken a standalone view of the business and financial risk profile of MFL to arrive at the rating.

Key Rating Drivers

Strengths

Steady scale of operations

MFL has achieved revenues of Rs. 135.03 Cr. in FY2024 as against Rs. 127.69 Cr. in FY2023. Further, the
company has estimated Rs.148.57 Cr. in FY25. The increase in revenue primarily driven by increase in the quantity
of products sold, supported by a strategic price hike on average across all products and states (except Odisha and
Bihar) by September 2024.
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The EBITDA margins stood at 7.44 percent in FY24 as against 6.57 percent in FY23. The increase in margin was
driven by effective cost management and the ability to pass increased costs onto customers without disturbing the
demand, thereby supporting profitability. Secondly, reduction in power expenses was noticed as the machines
previously operated on diesel are now being operated on LPG gas, resulting in energy cost savings. Additionally, a
detailed cost analysis of MFL’s product categories indicates that production costs constitute ~50-55% of the
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MRP, with fluctuations influenced by flour price movements. The PAT margin stood at 0.92 percent in FY24 as
against 0.91 percent in FY23. Acuite believes the scale of operations is expected to improve over the medium
term.

Efficient working capital cycle

The working capital cycle was efficient marked by GCA days of 86 days in FY24 as against 77 days in FY23. The
inventory days stood at 35 days in FY24 as against 33 days in FY23 given a lead time of 30-40 days for FMCG
packaging and has created 120-130 Strategic Business Units (SKUs) across different states. The shelf life varies
across product categories, with bread lasting around 6-7 days, cookies and rusk approximately 90 days, and cakes
about 45 days. The debtor days stood at 38 days in FY24 as against 34 days in FY23. Credit terms vary depending
on customer relationships, but for quick commerce and modern trade, they are ~7 days. As against, the creditor
days stood at 40 days in FY24 as against 52 days in FY23. The credit terms on an average is ~45 days but prefer
cash purchases for better pricing. Acuite believes that the working capital operations of the company will remain at
the similar levels over the medium term.

Moderate Financial Risk Profile

The financial risk profile of the company is marked by moderate net worth, high gearing and modest debt
protection metrics. The tangible net worth of the company stood at Rs.27.29 Cr. as on March 31, 2024, as
compared to Rs.24.55 Cr.as on March 31, 2023, due to accretion to reserves. The company has infused equity
share capital of Rs. 0.47 Cr. and premium on equity shares of Rs.1.74 Cr in FY24. Acuite has considered
unsecured loans as quasi-equity of Rs.6.75 Cr. as on March 31, 2024. The unsecured loans stood at Rs.0.35 Cr. in
FY24 as against Rs.0.76 Cr. in FY23. The gearing stood at 1.31 times as on March 31, 2024, as against 1.07 times
as on March 31, 2023. The company also has a plan to automate its existing production units across all product
lines. The Total Outside Liabilities/Tangible Net Worth (TOL/TNW) stood at 1.68 times as on March 31, 2024.
The debt protection metrics of the company stood modest marked by Interest coverage ratio (ICR) of 2.22 times
and debt service coverage ratio (DSCR) of 1.02 times for FY2024. The net cash accruals to total debt (NCA/TD)
stood similar at 0.16 times in FY2024. Acuite believes that the company’s financial risk profile will remain at a
moderate level in medium term backed by steady cash accruals and absence of any major debt funded capex plans.

Weaknesses

Presence in a Competitive industry

The company operates in a highly competitive and fragmented FMCG industry, primarily deriving revenue from
bread and bakery products in Eastern India, a segment characterized by numerous players and a strong brand-
conscious consumer base. The industry is highly competitive with the presence of branded players. Some of these
players have a large scale of operations, a pan-India presence and are well-established brands. Apart from these, the
company is exposed to competition from a large, local unorganised segment. While this environment presents
challenges due to intense competition and economic volatility, the company’s diversified product portfolio and
established client relationships help mitigate these risks.

Susceptibility in fluctuation in input prices

The raw materials required for manufacturing bread and bakery products are wheat flour, sugar, edible refined
hydrogenated vegetable oil, skim milk powder (SMP), flavours, preservatives etc. The company also consumes a
significant amount of packaging materials and needs fuels like LPG. The prices of flour, sugar and oil are highly
dependent on both agro-climatic conditions and Government policies and thus are subject to considerable
volatility. Historically, Flour prices rose from around Rs.30 per kg in Sept-Oct 2023 to Rs.35 per kg between July
and August 2024, before stabilizing again at Rs.30 per kg, as per management. The company effectively manages
these fluctuations by engaging with multiple vendors and procuring appropriate quantities at lower prices, thus
maintaining cost control despite market volatility. Prices of packaging materials and fuels remain linked to crude
oil prices, which also exhibit significant volatility, thus impacting margins.

Rating Sensitivities

Movement in revenue and profitability margins
Working capital cycle

Movement in debt protection metrics

Liquidity Position

Stretched

The company has stretched liquidity marked by net cash accruals of Rs. 5.73 Cr. as on March 31, 2024, as against
Rs. 5.54 Cr. long term debt obligations over the same period. The cash and bank balance stood at Rs. 0.74 Cr. for
FY 2024. Further, working capital operations of the company is efficient marked by gross current asset (GCA)
days of 86 days in FY24 as against 77 days in FY23. However, the current ratio of the company stood low at 1.07
times in FY2024. Moreover, the Fund based limit of the company has been ~98.00 percent utilized for the last six
months ended April 2025. Acuite believes that the liquidity of the company is likely to remain stretched over the
medium term supported by sufficient accruals against debt repayment and infusion of unsecured loans.
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Outlook: Stable

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 24 (Actual) FY 23 (Actual)
Operating Income Rs. Cr. 135.03 127.69
PAT Rs. Cr. 1.25 1.16
PAT Margin (%) 0.92 0.91
Total Debt/Tangible Net Worth Times 1.31 1.07
PBDIT/Interest Times 2.22 2.18

Status of non-cooperation with previous CRA (if applicable)

Not Applicable

Interaction with Audit Committee anytime in the last 12 months (applicable for rated-listed / proposed to

be listed debt securities being reviewed by Acuite)
Not applicable

Any other information

None

Applicable Criteria

« Default Recognition :- https://www.acuite.in/view-rating-criteria-52.htm
« Manufacturing Entities: https://www.acuite.in/view-rating-criteria-59.ntm
« Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-53.htm

Note on complexity levels of the rated instrument

In order to inform the investors about complexity of instruments, Acuité has categorized such instruments in three
levels: Simple, Complex and Highly Complex. Acuite’s categorisation of the instruments across the three
categories is based on factors like variability of the returns to the investors, uncertainty in cash flow patterns,
number of counterparties and general understanding of the instrument by the market. It has to be understood that
complexity is different from credit risk and even an instrument categorized as 'Simple' can carry high levels of
risk. For more details, please refer Rating Criteria “Complexity Level Of Financial Instruments” on www.aculite.in.
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Rating History

Date Instrunﬁlgr?:(sa/lg;cilities Term fl:\zrsn%lijrr)lt Rating/Outlook
Proposed FLa%’}?it;erm ol 157 ACUITE BB+ | Stable (Reaffirmed)
Term Loan #gr”n% 153 ACUITE BB+ | Stable (Reaffirmed)
Term Loan Ifgpr% 2.64 ACUITE BB+ | Stable (Reaffirmed)
Term Loan #gr”r% 3.01 ACUITE BB+ | Stable (Reaffirmed)
Term Loan Ifgpr% 1.81 ACUITE BB+ | Stable (Reaffirmed)
Drebl Temloan |91 103 ACUITE BB+ | Stable (Reaffirmed)
Term Loan Ifgpr% 2.29 ACUITE BB+ | Stable (Reaffirmed)
Term Loan #gr”r% 12.00 ACUITE BB+ | Stable (Reaffirmed)
Covid Emergency Line. %gpr% 112 ACUITE BB+ | Stable (Reaffirmed)
Dropline Overdraft %grnr% 3.00 ACUITE BB+ | Stable (Reaffirmed)
CashCredit | Tond|  8.00 ACUITE BB+ | Stable (Reaffirmed)
s O | L8| 70 | ACUTERS: Do e
| Temiam | L] a0 | ACUTEDS: Doy & e
2023 Proposed Term Loan Ifgrnr% 23.00 ACUITE BB-I];I’(()E]O/XVS?J?T(!E(’B% II3s_srgiark;cl)(te)co-operating*
Tem Lo | £000] 500 | ACUTES: Doyt S str ot et
Secured Overdraft If(e)rr;% 7.00 ACUITE BBB- | Stable (Assigned)
o8 Eey|  Term Loan oMl 300 ACUITE BBB- | Stable (Assigned)
2022 | Proposed Long Term | LG} 53 44 ACUITE BBB- | Stable (Assigned)
Term Loan oMl 500 ACUITE BBB- | Stable (Assigned)
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Annexure - Details of instruments rated
Lender’s e Date Of | Coupon |Maturity| Quantum|Complexity -
Name ISIN Facilities Issuance | Rate Date |(Rs.Cr.)| Level Rating
Union ACUITE BB+ |
Not avl. / . Notavl. /| Notavl./| Notavl./ .
Bank of Cash Credit 10.00 | Simple Stable |
India Not appl. Not appl. | Not appl. | Not appl. Reaffirmed
ICICI |Notavl./|Covid Emergency | Notavl./|Notavl./| 01 Mar 0.25 Simole Acggtﬁng”
Bank Ltd | Not appl. Line. Not appl. | Not appl. | 2027 ' P Reaffirmed
ICICI [Notavl./ Dropline Notavl./|Notavl./| 05 Oct 175 Simole ACLSJ,[I;-bEIeB?H
Bank Ltd | Not appl. Overdraft Not appl. | Not appl.| 2025 ' P Reaffirmed
Not | Notavl./ prgﬁ?g;ﬁﬂg Notavl. /| Notavl. /| Notavl. / 1937 simple ACLSJ,[I;I)EIE ?Jrl
Applicable| Not appl. Facility Not appl. | Not appl. | Not appl. Reaffirmed
ACUITE BB+ |
ICICI [Notavl./ Notavl. /| Notavl./| 31 Jul .
Bank Ltd | Not appl. Term Loan Not appl. | Not appl.| 2026 0.86 Simple RE;?fti)rléelzd
ACUITE BB+ |
ICICI [Notavl./ Not avl. /[ Notavl. /| 31 Aug .
Bank Ltd | Not appl. Term Loan Not appl. | Not appl.| 2029 2.04 Simple Rgs?f?rlr%fled
ACUITE BB+ |
ICICI |Notavl./ Notavl./|Notavl./| 31 Aug .
Bank Ltd | Not appl. Term Loan Not appl. | Not appl.| 2029 122 Simple RE;?fti)rléelzd
ACUITE BB+ |
ICICI [Notavl./ Not avl. /[ Notavl. /| 30 Sep .
Bank Ltd | Not appl. Term Loan Not appl. | Not appl.| 2029 0.80 Simple Rgs?f?rlr%fled
ACUITE BB+ |
ICICI |Notavl./ Notavl./| Notavl./| 31 Aug .
Bank Ltd [Notappl.| "™ L |Notappl. [Notappl| 2029 | 171 | Simple | Stapiel
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Contacts

Mohit Jain Contact details exclusively for investors and
Senior Vice President-Rating Operations lenders

Manvi Khaitan _ _ Mob: +91 8591310146

Associate Analyst-Rating Operations Email ID: analyticalsupport@acuite.in

About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board of India
(SEBI). The company received RBI Accreditation as an External Credit Assessment Institution (ECAI) for
Bank Loan Ratings under BASEL-Il norms in the year 2012. Acuité has assigned ratings to various
securities, debt instruments and bank facilities of entities spread across the country and across a wide
cross section of industries. It has its Registered and Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not be treated as a
recommendation or opinion that is intended to substitute for a financial adviser's or investor's independent
assessment of whether to buy, sell or hold any security. Ratings assigned by Acuité are based on the data
and information provided by the issuer and obtained from other reliable sources. Although reasonable care
has been taken to ensure that the data and information is true, Acuité, in particular, makes no
representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness
of the information relied upon. Acuité is not responsible for any errors or omissions and especially states
that it has no financial liability whatsoever for any direct, indirect or consequential loss of any kind, arising
from the use of its ratings. Ratings assigned by Acuité are subject to a process of surveillance which may
lead to a revision in ratings as and when the circumstances so warrant. Please visit our website
(www.acuite.in) for the latest information on any instrument rated by Acuité. Please visit
https://www.acuite.in/fags.htm to refer FAQs on Credit Rating.

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members of any rating
committee and therefore do not participate in discussions regarding the rating of any entity.
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