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Rating Rationale

Acuité has assigned the long-term rating of ‘ACUITE B+’ (read as ACUITE B plus) on the
Rs.29.50 Cr bank facilities of Dairyflex Packaging Solutions Private Limited (DPSPL). The outlook
is ‘Stable’.

The rating on DPSPL takes into cognizance the availability of demand in the market for the
products manufactured by the company. The strength is, however, constrained due to the
presence of project implementation risk and below average financial risk profile.

About the Company

Based in Jharkhand, Dairyflex Packaging Solutions Private Limited (DPSPL) is incorporated in
the year 2020. The company is headed by Mr. Amit Agarwal, Mr. Ajay Kumar Agarwal, Mr.
Pratik Shanker Dayal and Mr. Pratyush Shanker Dayal. The company is engaged in the
production of printed sacks, rice bags, ice-cream cups, dahi cups, paneer pouch, WMP bag,
SMP bag, laminates and sweet boxes.

Analytical Approach
Acuité has considered the standalone business and financial risk profile of DPSPL to arrive at
this rating.

Key Rating Drivers
Strengths
e Increase in the demand of dairy packaging products

The global dairy packaging market is expected fo expand at a CAGR of over 4.02 per cent
throughout the forecast period between 2021 and 2028. The outbreak of Covid-19 had
definitely applied brakes to the manufacturing industry. However, milk and milk products fall in
the category of essential commodities. As such, their production as well as consumption
hasn't stopped. In fact, it has increased manifold as consumers are playing safe with
packaged milk products. The risk of contamination is minimal. Acuité believes awareness
regarding the risk of contamination will continue driving the sales.
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Weaknesses
¢ Project implementation risk prevails

DPSPL's greenfield project of setting up of packaging and printing plant in Ranchi completed
in March, 2022. The project cost was 27.50 Cr. It was funded by 21 Cr term loan by UCO bank,

Rs.5.00 Cr from promoter’s contribution and rest Rs.1.50 Cr as unsecured loans by the
promoters. The commercial operations started from April, 2022. The company has achieved
revenues of Rs.2.50 Cr (approximately) in the Q1 of FY23. Hence, greater part of the
implementation risk exists for the company. Acuité believes that going forward, timely
completion and successful stabilisation of the operations as a new unit will remain a key rating
sensitivity factor.

o Nascent stage of operations

DPSPL has just started the commercial operations in the first quarter of FY23. Therefore, the
company is at the budding stage of operations. Going forward, successfully achieving the
goals of the company is a key factor. Acuité believes that the growth in scale of operations
will be key monitorable.

o Below Average financial risk profile

The company'’s financial risk profile is expected to remain below average marked by low
networth and high gearing over the medium term. The tangible net worth of the company
stood low at Rs.5.36 crores as on 31st March, 2022 but it is expected to improve going forward
due to accretion to reserves. Gearing of the company willincrease and is expected to
remain at high levels in FY2023-24 as the company plans to avail long term facility from bank
for machinery purchase and installation. With this the gearing level is expected to rise to 3.98
times in FY23. The debt protection metrics of the company is expected to remain strong in
FY2023-24. The Total Outside Liabilities/Tangible Net Worth (TOL/TNW) is expected to remain
high over the medium term, but if the unsecured loans from the promoters remain in the
business as quasi equity then the ratio will be not increase as much. Acuité believes that
going forward the financial risk profile of the company is expected to be below average due
to leveraged capital structure over the medium term, backed by steady accruals and no
major debt funded capex plans.

Rating Sensitivities

o Growthin scale of operations along with improvement in profitability margins
o Improvement in the financial risk profile

Material covenants
None

Liquidity Position: Stretched

The net cash accruals of the company are expected to remain adequate post FY2022-23,
adequate to repay the debt obligations. Net cash accrual is expected to be 5.91 Crin
FY2023-24 against yearly debt obligation of Rs 3.18 crore, over the medium term. The cash and
bank balances of the company stood is expected to increase gradually as the business will
scale up in the medium term. Acuité believes that going forward the liquidity position of the
company will remain moderate and hence key monitorable over the medium term due 1o
leveraged capital structure.

Outlook: Stable
Acuité believes that DPSPL will maintain a 'Stable' outlook on the basis of the increase in the
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demand of dairy packaging products. The outlook may be revised to ‘Posifive’ in case of
sustained increase in revenues and profit morgm or improvement in liquidity position.
Conversely, the outlook may be revised to 'Negative'in case of dip inrevenue and
profitability or any higher than expected capex undertaken leading to deterioration of its
financial risk profile and liquidity.

Key Financials

Particulars Unit FY 22 (Provisional) | FY 21 (Actual)
Operating Income Rs. Cr. 2.70 0.00
PAT Rs. Cr. 0.36 0.00
PAT Margin (%) 13.33 0.00
Total Debt/Tangible Net Worth Times 2.36 0.00
PBDIT/Interest Times 5.18 0.00

Status of non-cooperation with previous CRA (if applicable)
CRISIL, vide its press release dated March 17, 2022 had denoted the rating of Dairyflex
Packaging Solutions Private Limited as 'CRISIL B/Stable; ISSUER NOT COOPERATING'.

Any other information
Not Applicable

Applicable Criteria

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

» Manufacturing Entities: https://www.acuite.in/view-rating-criteria-59.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.ntm

Rating History:
Not Applicable

Annexure - Details of instruments rated

Lender’s ISIN Date Of | Coupon | Maturity |Quantum

Name Facilities Issuance | Rate Date | (Rs.Cr.) Rafing
ACUITE
Not . Not Not Not B+ |
UCO Bank Applicable Cash Credit Applicable|Applicable|Applicable 6.00 Stable |
Assigned
or dLon ACUITE
Not Not TP ve | Not Not Not 105 | B+
Applicable|Applicable Facilit Applicable|Applicable|Applicable : Stable |
Y Assigned
ACUITE
Not Not Not Not B+ |
UCO Bank Applicable ferm Loan available | available | available 22.25 Stable |
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 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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