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Rating Rationale
Acuité has assigned ifs long-term rating of ‘ACUITE BB’ (read as ACUITE double B) to the
Rs.19.50 crore bank facilities of Dhanraj Traders (DT). The outlook is 'Stable’.

Rationale for Rating assigned

The rating takes into account the improvement in operating performance for the entity in
FY2022 (Provisional). Revenue for FY2022 (Provisional) stood improved to Rs. 120 crore against
Rs. 98 crore in FY2021, a growth of 22 percent. The rating action also derives comfort from the
experience of proprietor and long track record of operations of 16 years. However, modest
financial risk profile with high gearing and modest coverage indicators impart a negative bias
to the rating. The rating, is further constrained by stretched liquidity profile, fragmented
industry and susceptibility of margins to volatile prices.

About the Company

Dhanragj Traders (DT) based in Latur, Maharashtra is a proprietorship established in 2006. The
entity is involved info trading of agricultural commodities which include Toor dal, Chana dal
and Soya Bean. The entity procures its products from local farmers and is also involved into
contract farming that helps the entity get desired result of harvest.

Analytical Approach
Acuite has considered a standalone financial and business risk profile of DT to arrive at the
rating.

Key Rating Drivers

Strengths

Long track record of operations backed by extensive experience of the Proprietor
Latur based DT is a Proprietorship and is engaged into trading of agriculture commodities like
Toor Dal, Chana Dal & Soyabean. Mr. Dhanraj Pallod, is the Proprietor and commenced with
the operations in 2006. The extensive experience of the proprietor in the aformentioned
industry gained over last 2 decades, has helped the firm to establish strong ties with the
suppliers and customers. The entity caters 1o some reputed clientele which includes names
like ITC Limited, Cargill India Private Limited etc.
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Acuite believes that the proprietor's experience would continue to benefit DT's revenue
growth over the medium term.

Improved operating performance

Entity is engaged in the agriculture commodities business. The business is seasonal in nature
and substantial business happens post monsoon once the crop is harvested. Further the
agriculture commaodity industry is highly fragmented with prices being highly fluctuating and
volatile. The entity has reported revenue of Rs. 120 crore. in FY2022 (Provisional) against Rs. 98
crore in FY2021. The revenues for initial part of FY2021 were impacted by the disruptions
casued by spread of Covid 19. However, the operating performance has shown a revival in
FY2022. It traded 19600 tonnes of grains in FY2022 (Provisional) against 16700 tonnes in FY2021.
The entity's operating profitability stood at Rs.7.56 crore for FY2022(Provisional) against
Rs.5.21 crore for FY2021. Further the entity’s operating margins during FY2022(Provisional) also
improved marginally to 6.30 percent against 5.31 percent in FY2021. The entity also reported
increased net profit of Rs. 2.71 crore during FY2022(Provisional) against of Rs.0.71 crore during
FY2021.

Acuite expects DT's ability to maintain its scale of operation while sustaining its profitability will
remain a key rating sensitivity.

Weaknesses

Moderate financial risk profile

The entity’s financial risk profile has been moderate marked by high gearing of 2.62 times as on
March 31, 2022 (Provisional.) against 2.94 times and 1.97 times as on March 31, 2021 and
March 31, 2020 respectively. The entity had availed covid emergency credit line to the tune
of 6.45 crore during FY2021 which resulted in an increased gearing during the aformentioned
period. However, the marginal improvement in gearing position as on March 31,
2022 (Provisional) was led by increase in net worth (Rs.16.50 crore | PY; Rs.13.80 crore) due to
accretions of profit and closure of ceratin term loans. DT's debft level, as on March 31, 2022
(Provisional.) stood at Rs.44 crore, which comprised of long term loan of Rs.7.35 crore, short-
term debt of Rs.19.50 crore while the entity also infused unsecured loans to the tune of
Rs.16.50 crore which have mitigated any adverse effects on the financial risk profile. The
coverage indicators of the entity although improved but stood moderate with ICR at 2.07
times during FY2022(Provisional) against 1.17 during FY2021 and DSCR for FY2022 (Provisional) at
1.75 times against 1.17 times during FY2021.

Profitability susceptibile to price volatility of commodity prices

The entity operates in a highly fragmented industry with dominance of unorganized market,
which impacts pricing power of organized players. Further, the prices of soyabean/ toor and
chana are highly volatile. Therefore, the revenue growth of the entity depends on the
fluctuation in the prices of the commaodities making the margins susceptible to price volatility.

Rating Sensitivities

« Sustainance of revenue growth and operating margin over the price volatility
o Any further stretch in the liquidity profile

Material covenants
None

Liquidity Position: Stretched

DT has stretched liquidity position marked by low buffer between net cash accruals
and maturing debt obligations as the entity has not been able to generate adequate cash
accruals. The NCA/TD has remained low at 0.02 fimes in FY2021 and 0.06 times during
FY2022(Provisional). The entity generated cash accruals of Rs.0.75 crore against maturing debt
obligations of Rs.2.30 crore during FY2021. However, going ahead, the firm is expected to fairly
meet its cash accruals to debt repayment obligations ratio. The cash accruals are expected
to remain in the range of Rs. 2.75 crore to Rs. 4 crore during FY2022 & FY2023 against the
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obligations in the range of Rs.2.65 crore to Rs.3.21 crore. Current ratio of the company stood
at 2.09 times as on March 31, 2022 (Provisional) from 1.70 times as on March 31, 2021. The
increase in the gross current assets is led by high GCA days. Further, the bank limit utilizations
have remained almost completely utilised at ~99per cent during the six months ended
February 2022. However, in order to avoid any adverse effect on the financial risk profile and

liquidity of the firm, the Proprietor has infused funds to the tune of Rs.16.50 crore in the form of
USL into the business.

Outlook: Stable

Acuité believes that DT would maintain a 'Stable' outlook on the back of experienced
management and improved operating performance. The outlook may be revised to 'Positive'
in case the firm reports higher than expected revenue along with increased operating margin.
Conversely, the outlook may be revised to 'Negative'in case the company reports lower
revenues thereby affecting its financial risk profile and liquidity.

Other Factors affecting Rating
Not Applicable

Key Financials

Particulars Unit | FY 21 (Actual) FY 20 (Actual)
Operating Income Rs. Cr. 98.05 35.77
PAT Rs. Cr. 0.71 0.25
PAT Margin (%) 0.72 0.71
Total Debt/Tangible Net Worth Times 294 1.97
PBDIT/Interest Times 1.17 1.09

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

BWR, vide its press release dated November 18, 2021 had denoted the rating of Dhanargj
Traders as ‘BWR B; ISSUER NOT CO-OPERATING' and simultaneously Withdrawn on account of
request of withdrawal of ratings from the client.

Any other information
Not Applicable

Applicable Criteria
* Default Recognition - https://www.acuite.in/view-rating-criteria-52.htm
* Trading Entitie: https://www.acuite.in/view-rating-criteria-61.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

Rating History:
Not Applicable

Annexure - Details of instruments rated

Lender's Date Of | Coupon | Maturity |Quantum .
Name SIN-— Faciliies Issuance Rate Date | (Rs.Cr.) Rating
Union Bank Not Cash Not Noft Not 19 50 A(S:%LEIGBE? |
of India |Applicable| Credit |Applicable|Applicable|Applicable : Assigned
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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 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 freated 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.
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