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Rating Rationale

SMERA has reaffirmed the long-term rating of ‘SMERA BBB-’ (read as SMERA triple B minus) and
short term rating of ‘SMERA A3’ (read as SMERA A three) on the Rs. 23.50 crore bank facility of Datt
Mediproducts Limited (DML). The outlook is revised to ‘Negative’ from ‘Stable’.

The New Delhi-based DML was established in 1995. Headed by Mr. Rajan Datt, DML undertakes
manufacturing and export of medical supplies such as gauze, bandages, adhesives, dressings and paper
tapes.

Key Rating Drivers
Strengths
Experienced management

The company was promoted by Mr Rajan Datt, Mr Sanjay Arora and Mrs. Geeta Datt who possess
extensive experience in the health care industry. The promoters have been able to forge long term
relations with customers and suppliers.

Weaknesses
Deterioration in the financial risk profile and margins

DML registered deterioration in its financial risk profile marked by net worth of Rs.35.87 crore as
on 31 March, 2017 (Provisional) compared to Rs.34.82 crore as on 31 March, 2016. The gearing
(debt-equity) stood at 0.53 times as on 31 March, 2017 (Provisional) compared to 0.38 times as on
31 March, 2016. The total debt of Rs.19.17 crore as on 31 March, 2017 (Provisional) comprises long
term debt of Rs. 3.16 crore, unsecured loan from promoters of Rs.0.69 crore and short term facility
worth Rs.15.32 crore. The interest coverage ratio deteriorated from 3.92 times for FY2015-16 to
2.67 times for FY2016-17 (Provisional). This is majorly on account of deterioration in margins. The
EBIDTA margin decreased from 6.96 per cent in FY2015-16 to 5.72 per cent in FY2016-17
(Provisional). Further, the PAT margin stood at 1.06 per cent in FY2016-17 (Provisional) as against
1.81 per cent in FY2015-16. The DSCR stood at 2.18 times in FY2016-17 (Provisional) compared to
2.36 times in FY2015-16. The NCA/TD stood at 0.14 times in FY2016-17 (Provisional). The
TOL/TNW stood at 1.02 times in FY2016-17 (Provisional).
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Working capital intensive operations

The operations are working capital intensive marked by high Gross Current Asset (GCA) days of
153 for FY2016-17 (Provisional) compared to 135 for FY2015-16. This is mainly on account of
increase in inventory days from 84 in FY2015-16 to 107 days in FY2016-17 (Provisional). The
debtor days stood at 45 for FY2016-17 (Provisional). Further, working capital facility utilisation
stood at ~50 per cent for the last six months ended August, 2017.

Moderate scale of operations

The scale of operations is moderate despite the company being in the industry for about two decades.
The revenue stood at Rs.79.61 crore for FY2016-17 (Provisionals) compared to Rs.72.02 crore for
FY2015-16.

Susceptibility to volatility in raw material prices and foreign exchange rates

The margins are susceptible to volatility in raw material prices during the period under study.
Significant changes in raw material prices would have an impact on the margins of the company.
Further, the company exports around 55 percent of its sales to Australia, France, Germany among
others. Hence, the profitability is exposed to fluctuations in forex rates in the absence of adequate
hedging mechanism.

Analytical Approach
SMERA has considered the standalone business and financial risk profiles of DML to arrive at the
rating.

Outlook: Negative

SMERA believes that the outlook of DML will remain ‘Negative’ over the medium term. The rating may
be downgraded by multiple notches in case of continuous deterioration in the financial risk profile and
margins. Conversely, the outlook may be revised to ‘Stable’ in case of significant improvement in
margins and revenue.

About the Rated Entity - Key Financials

The company reported Profit after Tax (PAT) of Rs. 3.25 crore on operating income of Rs. 86.57 crore in
FY2016-17 (Provisional) compared to PAT of Rs. 2.20 crore on operating income of Rs. 72.74 crore in
the previous year. The net worth stood at Rs. 22.72 crore as on 31 March, 2017 (Provisional) as against
Rs. 13.77 crore in the previous year.

Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None

Applicable Criteria
e Default Recognition -https://www.smera.in/criteria-defaulthtm
e Manufacturing Entities - https://www.smera.in/criteria-manufacturing.htm

e Financial Ratios And Adjustments -https://www.smera.in/criteria-fin-ratios.htm

Note on complexity levels of the rated instrument
https://www.smera.in/criteria-complexity-levels.htm
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Rating History (Upto last three years)

Date Name of Instrument/ Term Amount Ratings/Outlook
Facilities (Rs. Crore) 8
SMERA BBB-
Term Loan Long Term 1.50 L
(Indicative)
SMERA BBB-
Packing Credit Long Term 13.00 .
(Indicative)
SMERA BBB-
04-Aug, 2017 Cash Credit Long Term 3.00 L
(Indicative)
SMERA A3
Bank Guarantee Short Term 1.00 .
(Indicative)
SMERA A3
Letter of Credit Short Term 1.00 .
(Indicative)
SMERA BBB- /Stable
T L Long T 1.
erm Loan ong Term 50 (Reaffirmed)
SMERA BBB- /Stabl
Packing Credit® Long Term 13.00 (Rea ffirmé d)a ¢
SMERA BBB- /Stabl
13-Apr-2016 Cash Credit”® Long Term 3.00 _ /Stable
(Assigned)
SMERA A3
Bank Guarantee# Short Term 1.00 .
(Reaffirmed)
SMERA A3
Letter of Credit## Short Term 1.00 _
(Reaffirmed)
SMERA BBB- /Stabl
Term Loan Long Term 1.50 , /Stable
(Assigned)
SMERA BBB- /Stabl
Packing Credit” Long Term 16.00 , /Stable
02-Feb-2015 (Assigned)
SMERA A3
Bank Guarantee# Short Term 1.00 )
(Assigned)
SMERA A3
Letter of Credit*# Short Term 1.00 .
(Assigned)

$75% interchangeability among PC/PCFC and CC and total availment at any point of time not exceeding Rs.20.30 crore.
“Fully interchangeable with PCFC (Packing Credit in Foreign Currency), FOBP (Foreign Outward Bill of Purchase)
“Packing credit and Cash credit limits are fully interchangeable

#Fully interchangeable with Inland/Foreign Performance Bank Guarantee
##Fully interchangeable with Import/Inland Letter of Credit/Buyer’s Credit
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*Annexure - Details of instruments rated

. Size of the
Name of the Facilities IDate of C(;{up:n len;ui'lty Issue Ratings/Outlook
ssuance ate ate (Rs. Crore)
SMERA BBB- /
Term Loan Not Applicable A lli:;:ble A I;Iif:):ble 2.02 Negative
pp pp (Reaffirmed)
SMERA BBB- /
Cash Credit Not Applicable A Il\igz:ble A I;Ii(c):ble 12.30 Negative
bP 2 (Reaffirmed)
SMERA BBB- /
Packing Credit$ Not Applicable A Il\is;lcble A I;Ii::);ble 8.00 Negative
P PP (Reaffirmed)
Proposed Fund based . Not Not SMERA B.BB- /
Facilit Not Applicable Applicable Applicable 0.68 Negative
Y bp bp (Reaffirmed)
. Not Not SMERA A3
Bank Guarantee Not Applicable Applicable Applicable 0.30 (Reaffirmed)
, . Not Not SMERA A3
Letter of Credit Not Applicable Applicable Applicable 0.20 (Reaffirmed)
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ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, Dun & Bradstreet Information Services India Private Limited
(D&B) and leading public and private sector banks in India. SMERA is registered with SEBI as a Credit Rating
Agency and accredited by Reserve Bank of India. For more details please visit www.smera.in.

Disclaimer: A SMERA 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. SMERA ratings 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, SMERA, in particular, makes no
representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness of the information relied
upon. SMERA 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. SMERA ratings 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.smera.in) for the latest information on any instrument rated by SMERA.



