| — Press Release Care 102

RATINGS

March 08, 2024

—_ Amount (X . .
Facilities/Instruments ( Rating Action
crore)

Long Term Bank 109.57 CARE BB+; Stable; ISSUER NOT Rating continues to remain under ISSUER
Facilities ' COOPERATING* NOT COOPERATING category
Short Term Bank 27.50 CARE A4+; ISSUER NOT Rating continues to remain under ISSUER
Facilities ' COOPERATING* NOT COOPERATING category

Details of instruments/facilities in Annexure-1.
*Issuer did not cooperate; based on best available information.

Rationale and key rating drivers

CARE Ratings Ltd. had, vide its press release dated April 01, 2019, placed the ratings of K R Pulp & Papers Limited (KRPL) under
the ‘issuer non-cooperating’ category as KRPL had failed to provide information for monitoring of the rating as agreed to in its
Rating Agreement. KRPL continues to be non-cooperative despite repeated requests for submission of information through e-
mails, phone calls and emails dated January 19, 2024, February 13, 2024, February 21, 2024, and March 04, 2024. In line with
the extant SEBI guidelines, CARE Ratings Ltd. has reviewed the rating on the basis of the best available information which
however, in CARE Ratings Ltd.’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).

Analytical approach: Standalone

Outlook: Stable

Detailed description of the key rating drivers:

At the time of last rating done on September 17, 2021, the following was the rating weaknesses (updated for the information
available from Ministry of Corporate Affairs (MCA) website):

Key Rating Weaknesses

Project risks related to major expansion project

KRPL is planning a major expansion project to increase the production capacities from 1,02,500 tons per annum to 1,65,000 tons
per annum at its plant in Shahjahanpur as well as modernise the plant. The project is expected to be executed over FY19 and
FY20 and the new capacities are expected to commence operations in FY21. Total project outlay is estimated at around Rs 502
crore (nearly 2 times KRPL's net worth of Rs 250 crore as of March 31, 2018) which will be funded by term loan of Rs.380 crore
and balance Rs 122 crore from internal accruals. The financial closure for the term loans, which account for 75% of the funding,
is still under process. For funding the equity portion, the company will use its cash reserves and marketable securities which stood
at around Rs.70 crore of as of September 2018 and its annual internal accruals. Given the significant size of the expansion project,
it entails significant implementation and stabilization risks and any time and cost overruns in the project may impact the credit
profile of the company. CARE doesn't have the sufficient information to comment upon the updated project status of the project
undertaken by the company.

Major debt funded capex plans

The company plans to raise a debt of around Rs.380 cr which will adversely impact the capital structure of the company going
forward. The company is yet to achieve financial closure for the project. The management expects the project to be commissioned
by FY21 and any time or cost overrun for the project will be critical for the financial risk profile of the company and will be key
rating monitorable going ahead.

Susceptibility of profitability to volatile raw material prices with limited ability to pass on the impact to customer
The paper industry is highly competitive in nature with stiff competition from large number of organized as well as unorganized
players and threat from imports. This limits the pricing power of the manufacturers in terms of flexibility to pass on the raw
material price fluctuation to its customers. KRPL primarily uses agro-based raw material, which is purchased mainly from the

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications

1 CARE Ratings Ltd.


http://www.careedge.in/

Press Release CarE o &

RATINGS

domestic markets and there are limitations due to seasonal availability. Being a mid-sized player, operating margins of the
company are directly impacted by the volatility in the prices of raw materials, although, the company primarily procures raw
material from nearby regions leading to savings in logistics cost.

Cyclical nature of industry

The demand for paper is directly correlated to the level of economic activity, as higher industrial output leads to increased demand
for industrial paper for packaging; increased marketing spend benefits the newsprint and value-added segments; and greater
education and office activities raises the demand for WPP. Further, paper being a commaodity, is exposed to economic cycles;
while demand for it is expected to grow steadily, given the cyclical nature of the industry.

Key rating Strengths

Experienced and resourceful promoters

KRPL is a closely held company, being managed by Mr. Madho Gopal Agarwal along with his two brothers, Mr. Raj Gopal Agarwal
and Mr. Gopal Agarwal, managing different operations of the company. KRPL commenced operations with manufacturing of Kraft
paper in 1998 and later on expanded into writing and printing paper (WPP) during 2010. KRPL has an established and experienced
management team looking after various functions including marketing, commercial, purchase, production, finance, technical, etc.

Comfortable financial risk profile

The company had robust tangible net worth of Rs 429 crore as on March 31, 2022, and Rs. 531 crore as on March 31,
2023 backed by healthy accretion to reserves. Total outside liabilities to tangible networth (TOL/TNW) ratio and
gearing were comfortable at 0.47 time and 0.34 time, respectively, as on March 31, 2023, backed by increased net worth.

Healthy capacity utilization and cost-effective production set-up with integrated operations

The company manufactures Kraft paper (KP), writing & printing paper (WPP) and soda ash which contributed 19%, 79% and
2%, respectively, of the total income during FY18. Existing capacities are more than 90% utilised and the company is planning
to expand its capacities as well as upgrade its product portfolio through major expansion cum modernization project over FY19
and FY20. KRPL enjoy healthy profitability margins which stood at 16.05% in FY21 on the back of integrated and cost-effective
production set up and easy access to raw material. KRPL's plant includes pulping and paper mill, captive power plant of 15 MW,
a caustic recovery plant and soda ash plant. Furthermore, KRPL's manufacturing facility is located in the agricultural belt of central
Uttar Pradesh surrounded by sugar mills and flour mills, from which it sources its raw material requirement. The major raw
material required for KRPL is bagasse and wheat straw.

Well-established marketing and distribution network

The company mainly sells paper through dealers. As the company has been in this line of business for over 20 years, it has an
established dealer network across the northern and western India for its Kraft paper and writing & printing paper (WPP). The
company caters to various multinational companies in industries like food and beverages, FMCG, pharmaceuticals, educational
institutions, plywood industry, etc.

Liquidity: Not Applicable

Applicable criteria
Definition of Default
Policy in respect of non-cooperation by issuers
Rating Outlook and Rating Watch
Manufacturing Companies
Paper & Paper Products
Financial Ratios — Non financial Sector
Short Term Instruments

About the company and industry

Industry classification

Macro Economic Indicator Sector Industry Basic Industry
Commodities Forest Materials Paper, Forest & Jute Products Paper & Paper Products
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KRPL, a closely-held limited company, was incorporated in 1995 by Mr. Madho Gopal Agarwal along with his two brothers, Mr.
Raj Gopal Agarwal and Mr. Shri Gopal Agarwal. KRPL is engaged in the manufacturing of writing and printing paper (WPP), kraft
paper (KP) and absorbent kraft paper from agro-residue raw material like bagasse, wheat straw etc. The company also sells soda
ash, which is manufactured from its recovery plant. The manufacturing plant is located at Shahjahanpur, Uttar Pradesh, with
licensed capacity for KP and WPP stood at 40,000 metric tonnes per annum (MTPA) and 80,000 MTPA, respectively, in FY18. In
addition, the licensed capacity for soda ash plant stood at 18,000 MTPA along with 15-MW captive co-generation power-plant.

Brief Financials (X crore) \ March 31, 2021 (A) March 31, 2022 (A) \ March 31, 2023 (A)

Total operating income 356.61 548.63 846.85
PBILDT 57.23 80.28 144.66
PAT 36.11 10.80 103.32
Overall gearing (times) 0.52 0.45 0.34
Interest coverage (times) 19.18 4.96 10.58

A: Audited UA: Unaudited; Note: ‘the above results are latest financial results available’

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable

Rating history for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Complexity level of various instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Size of
Coupon . the . .
Name of the Date of Maturity Rating Assigned along
ISIN Rate Issue . .
Instrument Issuance Date with Rating Outlook
(%) (€4
crore)
CARE BB+; Stable; ISSUER
Fund-based - LT-Term Loan - - March, 2021 14.57 NOT COOPERATING*
CARE BB+; Stable; ISSUER
Fund-based-Long Term - - - 95.00 NOT COOPERATING*
CARE A4+; ISSUER NOT
Non-fund-based - ST-BG/LC - - - 27.50 COOPERATING*

*Issuer did not cooperate; based on best available information.

Annexure-2: Rating history for the last three years

Current Ratings Rating History

Date(s)
and Date(s)
Name of the Amount Rating( Date(s)and and Date(s) and
Instrument/Ba Typ | Outstandi ) Rating(s) Rating(s) Rating(s)
nk Facilities e ng (X assigne assignedin assigned assigned in
crore) din 2022-2023 in 2021- 2020-2021
2023- 2022
2024
CARE BB+; 1)CARE BB+; | DCARE L)CARE BB+;
Fund-based - LT- BB+; Stable; ISSUER
1 Term Loan LT 14.57 Stable; - Stable; Stable; NOT
ISSUER NOT ISSUER NOT ISSUER COOPERATING*
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COOPERATIN COOPERATIN | NOT (01-Jul-20)
G* G* COOPERAT
(12-Dec-22) | ING* 2)CARE BBB;
(17-Sep- Stable; ISSUER
21) NOT
COOPERATING*
(24-Jun-20)
1)CARE Ad+;
iﬁA_RE ISSUER NOT
. 1 %
CARE Adt: 1)CARE Ad+; | (Cor COOPERATING
ISSUER NOT (01-1ul-20)
5 Non-fund-based ST 27.50 ISSUER NOT i COOPERATIN NOT
- ST-BG/LC : COOPERATIN " COOPERAT
o G NG 2)CARE A3;
(12:Dec22) | (7c. | ISSUERNOT
’1) P COOPERATING*
(24-Jun-20)
1)CARE BB+;
1)CARE Stable; ISSUER
BB+; NOT
CARE BB+; ;ngZE BB+ | stable; COOPERATING*
Stable; ; ISSUER (01-Jul-20)
3 ;:?:1 based-Long | | 95.00 | ISSUER NOT | - i:scf(;JFEERIXFF);rN NOT
COOPERATIN o COOPERAT | 2)CARE BBB;
G* ING* Stable; ISSUER
(12-Dec-22) (17-Sep- NOT
21) COOPERATING*
(24-Jun-20)

*Issuer did not cooperate; based on best available information.
LT: Long term; ST: Short term; LT/ST: Long term/Short term

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

Annexure-4: Complexity level of the various instruments rated

Sr.No. | Name of the Instrument Complexity Level |
1 Fund-based - LT-Term Loan Simple
2 Fund-based-Long Term Simple
3 Non-fund-based - ST-BG/LC Simple

Annexure-5: Lender details
| To view the lender wise details of bank facilities please click here

Annexure-6: List of all the entities consolidated — Not Applicable

Note on the complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis
of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.
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About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE 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. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with
the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information, please visit www.careedge.in
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