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Rating Rationale

Acuité has reaffrmed and withdrawn the long-term rating of ‘ACUITE BB+’ (read as
ACUITE double B plus) and short term rating of 'ACUITE A4+'(read as ACUITE A four
plus) on the Rs.40.08 Cr. bank facilities of Kaygaon Paper Mills Private Limited (KPMPL). The
rating is being withdrawn on account of the request received from the company and the
NOC received from the banker as per Acuité’s policy on withdrawal of ratings.

About the Company

Aurangabad-based KPMPL was incorporated in 1989 and is promoted by Mr. Omprakash
Rathi, Mr. Akshay Rathi and Mr. Hemant Kunte. The company is engaged in manufacturing of
‘manufacturing paper’, known as kraft paper used in packaging industries. The company has
its plant located in Kaygaon Village, Aurangabad with installed capacity of 72000 MTPA. The
product line of the company is from 18 BF to 24 BF and 100 GSM to 250 GSM.

Analytical Approach

Acuité has considered the standalone business and financial risk profiles of KPMPL to arrive at
this rating

Key Rating Drivers

Strengths

> Experienced management

KPMPL was incorporated in 1989 by Mr. Omprakash Rathi along with others. The present
board of directors is represented by Mr. Omprakash Rathi, Mr. Akshay Rathi, and Mr. Hemant
Kunte. The company is engaged in manufacturing of kraft paper using waste paper as its
major raw material. The promoters have experience of over three decades in the
aforementioned industry. Mr. Omprakash Rathi is ably assisted by an experienced second line
of management. Mr. Akshay Rathi looks after the day-to-day operations including strategic
initiatives of the company.
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Acuité believes that the company will benefit from its experienced management, which helps
the company to maintain long-standing relations with its customers and suppliers.

> Moderate financial risk profile
The financial risk profile of the company stood moderate marked by moderate net worth, high
gearing and comfortable debt protection metrics. The tangible net worth stood at Rs.42.93

as on 31 March 2022(prov) as against Rs.39.50 as on 31 March 2021 and Rs.34.77 crore as on
31 March, 2020 . Total debt of the company stood at Rs.30.26 cr as on March 31, 2022(prov)
and includes Rs.16.88 Cr of long term borrowings and Rs.13.38 Cr of short term borrowings.
Gearing (debt-equity) stood at 0.70 times as on 31 March 2022(prov) as against 0.59 times as
on 31 March 2021 and 0.62 times as on 31 March, 2020 . Debt protection metrics of the
company is comfortable with Interest Coverage Ratio at 6.59 times for FY2022 as against 4.65
times for FY2021 and 3.84 times for FY2020. Net Cash Accruals to Total Debt (NCA/TD) stood
at 0.42 times for FY2022 (Prov.) as against 0.37 times for FY2021 and 0.42 times for FY2020 .

Acuite expects the financial risk profile to remain moderate over the medium termin absence
of any major capex plan.

Weaknesses

> Working capital intensive nature of operations

The operations of the Company are working capital intensive working marked by Gross
Current Asset (GCA) days of 98 days as on March 31, 2021 as against 85 days in as on March
31,2020, driven by inventory and debtor days. The inventory holding period stood at 40 days
as on March 31, 2021 as against 33 days as on March 31, 2020.The debtor days stood at 49
days as on March 31, 2021 as against 46 days as on March 31, 2020. The creditors day stood
at 21 days as on March 31, 2021 as against 26 days as on March 31, 2020.

The debtor and inventory days stood at 41days and 24 days respectively as on March 31,
2022 (prov.), while the credit days stood at 12 days as on same date.

Acuite believes efficient management of working capital operations will remain a key rating
monitorable.

> Exposure to cyclical risk and foreign exchange fluctuation risk

The paper industry is highly cyclical and depends on general economic conditions as well as
the industry demand and supply. There is a bunching up of new capacity additions, which in
turn results in higher supply when compared to the demand growth. Companies with strong
market position and low leverage are generally able to withstand the impact of high
cyclicality. In addition, the presence in different product segments helps companies to
maintain the revenue despite decline in demand for a particular product. The Indian paper
industry also faces import threats which results in volatile profitability for the companies.
Further, reliance on imports exposes KKPL to foreign exchange fluctuation risk, which however
is partially hedged by exports. Nonetheless, as imports remain more than exports, partial risks
doremain.

Rating Sensitivities

> Elongation of working capital cycle

> Significant improvement in scale of operations while maintaining profitability margins and
capital structure.

Material covenants
None.

Liquidity Position: Adequate

The company's liquidity profile is adequate marked by moderate net cash accruals against its
maturing debt obligations. The Company generated cash accruals of Rs. 10.49 Crin FY2021 as
against maturing debt obligation of 2.84 Cr . The Gross current asset days stood at 98 days as
on March 31, 2021. The firm maintains unencumbered cash and bank balances of Rs. 0.15
crore as on March 31, 2021. The current ratio of the company stood af 1.41 times as on March
31, 2021.
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Outlook: Not Applicable
None.

Other Factors affecting Rating
None

Key Financials

Particulars Unit FY 21 (Actual) FY 20 (Actual)

Operating Income Rs. Cr. 150.23 125.52

PAT Rs. Cr. 4.73 3.45

PAT Margin (%) 3.15 2.75

Total Debt/Tangible Net Worth Times 0.59 0.62

PBDIT/Interest Times 4.65 3.84
Status of non-cooperation with previous CRA (if applicable)

None

Any other information
None

Applicable Criteria

* Default Recognition - https://www.acuite.in/view-rating-criteria-52.htm

* Default Recognition: https://www.acuite.in/view-rating-criteria-52.htm

* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-
53.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.htm
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Annexure - Details of instruments rated
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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 Ratfings 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 rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité.
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