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Ratings
- Amount . . .
Facilities/Instruments (Rs. crore) Ratings Rating Action
CARE B; Stable;

Long Term Bank 15.00 ISSUER NOT COOPERATING* Rating continues to remain under
Facilities ’ (Single B; Outlook: Stable ISSUER NOT COOPERATING category

ISSUER NOT COOPERATING*)

CARE A4;

Short Term Bank 3.00 ISSUER NOT COOPERATING* Rating continues to remain under
Facilities ’ (A Four ISSUER NOT COOPERATING category

ISSUER NOT COOPERATING*)

18.00
Total Bank Facilities (Rs. Eighteen
Crore Only)

Details of facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

CARE had, vide its press release dated April 21, 2020, placed the rating(s) of Prachi India Private Limited (PIPL) under the
‘issuer non-cooperating’ category as PIPL had failed to provide information for monitoring of the rating for the rating
exercise as agreed to in its Rating Agreement. PIPL continues to be non-cooperative despite repeated requests for
submission of information through e-mails, phone calls and emails dated March 27, 2021, March 17, 2021 and March 7,
2021.

In line with the extant SEBI guidelines, CARE has reviewed the rating on the basis of the best available information which
however, in CARE’s opinion is not sufficient to arrive at a fair rating.

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise caution while
using the above rating(s).

The ratings take into account non-availability of requisite information and no due diligence conducted due to non-
cooperation by Prachi India Private Limited with CARE’S efforts to undertake a review of the rating outstanding. CARE
views information availability risk as a key factor in its assessment of credit risk.

Detailed description of the key rating drivers

At the time of last rating on April 21, 2020, the following were the rating weaknesses and strengths (Updated for the
information from Registrar of Companies):

Key Rating Weaknesses

Modest scale of operations

PIPL’s scale of operations remained modest marked by total operating income and gross cash accruals of Rs.87.76 crore
and Rs. 2.73 crore respectively for FY20 as against Rs.80.77 crore and Rs.4.30 crore, respectively, for FY19 (refers to the
period April 1 to March 31). Furthermore, the net worth base was also relatively small at Rs.12.82 crore as on March 31,
2020. The modest scale of operations limits the company’s financial flexibility in times of stress and deprives it of scale
benefits.

Low profitability margins, leveraged capital structure and weak coverage indicators

The profitability margins of the company remained low during the past three years (FY18-FY20) on account of limited
value addition and intense market competition given the highly competitive nature of the industry. Further, high interest
burden on its bank borrowings also restricts the net profitability of the company. PBILDT and PAT margin stood at 7.65%
and 1.89% respectively during FY20 as against 6.45% and 4.45% respectively during FY19. The capital structure of the
company stood leveraged for the past three balance sheet dates (FY18-FY20) on account of high dependence on external
borrowings coupled with relatively small net worth base. Thus, overall gearing ratio stood at 2.83x as on March 31, 2020
as against 2.99x as on March 31, 2019. Furthermore, debt coverage indicators as marked by interest coverage and total
debt to GCA stood weak for the past three financial years i.e. (FY18-FY20) owing to high debt levels with low profitability
position. Interest coverage and total debt to GCA stood at 2.07x and 13.28x for FY20 as against 2.42x and 7.77x
respectively for FY19.

Project execution risk with debt funding yet to be tied up

PIPL had undertaken capital expansion of Rs 21.10 crore in order to setup printing and binding unit in Kundli, Sonepat
(Haryana). As on December 31, 2017, the company had incurred Rs.8.19 crore towards purchase of land, the same was
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proposed to be funded through external borrowings and infusion of funds by promoters. The bank debt with respect to
the same was proposed to be tied up. The commercial operations were expected to start in March, 2019. This exposes
the company towards project execution in terms of debt yet to be tied-up, completion of the project with-in the
envisaged time and cost. Moreover, due to debt funded capex and given the small net worth base of the company at
present the capital structure of the company is expected to deteriorate going forward. Due to non-cooperation by the
client; CARE is unable to comment on the current status of the project and operational performance of the company.
Working capital intensive nature of operations

The operations of the company continue to remain working capital intensive in nature marked by an operating cycle of 87
days in FY20. Though, the company normally allows a credit period of around 2-3 months to its customers; as the
realization happens once the books are sold to customers. Furthermore, since majority of income accrue during last
quarter the same results into high receivables as on balance sheet date. The company maintains sufficient stock of
inventory of around 2 months in form of raw material i.e. paper for smooth running of its operation. Also, the company
maintains inventory in form of published books to meet the immediate demands of its customers. The same resulted into
an average inventory of 37 days for FY20. The company receives an average payable of around 8-9 months from the
suppliers owing to long standing relationship.

Competitive nature of industry

The printing and publication industry is characterized by a high level of fragmentation and regional concentration, with
very little differentiation in terms of service offering. PIPL faces direct competition from various organized and
unorganized players in the market. There are number of small and regional players who are located in and around area
and catering to the same market which has limited the bargaining power of the company.

Key Rating Strengths

Experienced management

PIPL business risk profile is supported by experienced directors; Mr. Mukesh Tyagi, Mr. Rakesh Tyagi and Mrs. Savitri
Tyagi; having nearly two decades of experience in printing and publishing business through their association with this
entity.

Established marketing network

The company markets and sells its entire range of products through a well-established network. The company’s marketing
setup consists of more than 250 dealers and distributors which also include reputed book distributors in the domestic
market. This provides a wide spread reach and additional credibility to the products of the company. Moreover, the
company has carved out of publishing niche titles for nursery to class 12th. Also, company’s marketing personnel are
present in each part of the nation from where they approach to the educational institutes, which helped them to get
regular orders from them.

Analytical approach: Standalone

Applicable Criteria

Policy in respect of non-cooperation by issuers

Criteria on assigning ‘outlook’ and ‘credit watch’ to Credit Ratings
CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Financial ratios — Non-Financial Sector

Rating Methodology - Wholesale Trading

About the Company

Delhi-based Prachi (India) Private limited (PIPL) was established in 1999 by Mr. Mukesh Tyagi, Mr. Rakesh Tyagi and Mrs.
Savitri Tyagi. The company is primarily engaged in the distribution of text books, study material for classes ranging from
nursery to class 12. The company outsourced the activities related to printing, publishing and binding of books. The
company supplies its product to public schools, spread out across India.

Brief Financials (Rs. crore) FY19(A) FY20(A)
Total operating income 80.77 87.76
PBILDT 5.21 6.71
PAT 3.60 1.66
Overall gearing (times) 2.99 2.83
Interest coverage (times) 2.42 2.07
A: Audited

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2
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https://www.careratings.com/pdf/resources/Policy%20in%20respect%20of%20%20non%20co-operation%20by%20issuer%20_Oct2020.pdf
http://www.careratings.com/pdf/resources/Rating%20Outlook%20and%20credit%20watch%20_30May%202020.pdf
https://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_18June%202020.pdf
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.careratings.com%2Fupload%2FNewsFiles%2FGetRated%2FShort%2520Term%2520Instruments%2520_Feb2021.pdf&data=04%7C01%7Ckriti.mullick%40careratings.com%7Ca44c6d559fd14fb61b4d08d8d7c574d5%7C5fb92d802f9b45eb857f45b58dcb54ba%7C1%7C1%7C637496590351530338%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C0&sdata=RDHEcs3elgMgov11l1gZXCschVOA7zKC0UUQkol1byA%3D&reserved=0
http://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Sept2019.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20methodology_Wholesale%20Trading_Jan2021.pdf
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Name of the Ratet Coupon | Maturity JHREE Rating assigned along with Rating
Issue
Instrument Rate Date Outlook
Issuance (Rs. crore)
CARE B; Stable; ISSUER NOT
Fund-based - LT-Cash Credit - - - 15.00 COOPERATING*
Non-fund-based - ST-Letter of i i i 3.00 CARE A4; ISSUER NOT COOPERATING*
credit ’
*Issuer not cooperating; Based on best available information
Annexure-2: Rating History of last three years
Current Ratings Rating history
Date(s) Date(s)
Sr Name of the | Type Rating & Date(s) & & Date(s) &
" | Instrument/Bank Amount i i i i
No. | ™S . Rating(s) Rating(s) Rating(s) Rating(s)
. ilities Outstanding . . . . ; :
Facili (Rs. crore) assigned assigned in assigned assigned in
) in 2021- 2020-2021 in 2019- 2018-2019
2022 2020
1)CARE B; 1)CARE B+;
CARE B; Stable; Stable; ISSUER Stable; ISSUER
1 Fund-based - LT- LT 15.00 ISSUER NOT i NOT i NOT
" | Cash Credit ’ COOPERATING* COOPERATING* COOPERATING*
(21-Apr-20) (08-Jan-19)
, 1)CARE A4; 1)CARE A4;
Non-fund-based - ICS/-;ILRJIEI??\I’OT ISSUER NOT ISSUER NOT
2. ST-Letter of credit ST 3.00 COOPERATING* - COOPERATING* - COOPERATING*
(21-Apr-20) (08-Jan-19)

*Issuer not cooperating; Based on best available information

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not Applicable

Annexure-4: Complexity level of various instruments rated for this Company

Sr. No. Name of the Instrument Complexity Level
1. Fund-based - LT-Cash Credit Simple
2. Non-fund-based - ST-Letter of credit Simple

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity.
This classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome
to write to care@careratings.com for any clarifications.

CARE Ratings Limited
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Contact us
Media Contact
Mradul Mishra
Contact no.: +91-22-6837 4424
Email ID: mradul.mishra@careratings.com

Analyst Contact

Mr. Sajan Goyal

Contact no.: +91- 11-4533 3233

Email ID: sajan.goyal@careratings.com

Relationship Contact

Ms. Swati Agrawal

Contact no.: +91-11-4533 3200

Email ID: swati.agrawal@careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading
credit rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also
recognized as an External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of
its rightful place in the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum
of credit rating that helps the corporates to raise capital for their various requirements and assists the investors to form
an informed investment decision based on the credit risk and their own risk-return expectations. Our rating and grading
service offerings leverage our domain and analytical expertise backed by the methodologies congruent with the
international best practices.

Disclaimer

CARE’s ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate and
reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not
responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose
bank facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital
deployed by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo
change in case of withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the
financial performance and other relevant factors. CARE is not responsible for any errors and states that it has no financial
liability whatsoever to the users of CARE’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may
involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if
triggered, the ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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