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October 14, 2024

Facilities/Instruments Amount (X crore) Rating Action

Long Term Bank Facilities 5.00 CARE B+; Stable Downgraded from CARE BB-; Stable

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The revision in the rating assigned to the bank facilities of Diya Hygiene Flours Private Limited (DHFPL) is due to deterioration in
financial risk profile marked by decline in scale of operation coupled with continued net losses during FY24 (Audited, FY refers to
period April 01 to March 31) and stretched liquidity. Further, the rating continues to remain constrained due to moderate capital
structure, weak debt coverage indicators and its presence in fragmented, competitive and regulated nature of industry along with
volatile agro commodity prices with linkages to vagaries of nature for raw material availability.

The ratings, however, continues to derive strength from the experience of promotors and locational advantage.

Rating sensitivities: Factors likely to lead to rating actions

Positive factors
e  Sustaining scale of operations marked by Total operating income (TOI) with generating adequate cash accruals to repay
debt obligations.
e  Sustaining comfortable operating cycle

Negative factors
e Continued cash losses and generating negative cash flows from operations

Analytical approach: Standalone

Outlook: Stable
CARE Ratings believes that entity will sustain its overall financial risk profile and will continue to derive benefit from vast experience
of promoters along with location advantage.

Detailed description of key rating drivers:

Key weaknesses

Decline in scale of operations with continued net losses in FY24

The scale of operations moderated marked by TOI of Rs.64.91 crore during FY24 as against Rs.78.37 crore during FY23 on
account of decline in volume and sales realizations. Further, DHFPL reported TOI of Rs.38 crores in H1FY25. Profitability margins
deteriorated marked by PBILDT margin of 0.02% during FY24 as against 0.52% during FY23 mainly on account of increased
material cost. Further, realization was declined with increase in competition. DHFPL reported net losses of Rs. 0.34 crore during
FY24 as against net loss of Rs.0.02 crore in FY23.

Moderate capital structure along with deteriorated debt coverage indicators

DHFPL's capital structure improved while remaining moderate marked by overall gearing of 1.74 times as on March 31, 2024, as
against 3.20 times as on March 31, 2023. Total debt remained low mainly on account of lower utilization of working capital limits
as on balance sheet date. DHFPL's debt coverage indicators deteriorated and remained weak due to cash losses reported in FY24.
Interest coverage ratio deteriorated to 0.06 times during FY24 as against 1.26 times during FY23.

Fragmented and competitive nature of industry

The commodity nature of the product makes the industry highly fragmented. More than two third of the total number of players
belong to unorganized sector with very less product differentiation. Due to the fragmented nature and low entry barriers in the
industry, the flour mill units have limited flexibility over pricing their products which leads to low profit margins.

Volatile agro-commodity prices with linkages to vagaries of nature for raw material availability and regulated
nature of the industry

DHFPL is primarily engaged in the processing of wheat. Wheat being an agricultural produce is dependent on the vagaries of
monsoon. Also, it being a staple food, its price is subject to intervention by the government. In the past, the prices of wheat have
remained volatile mainly on account of the government policies in respect of Minimum Support Price (MSP), along with controls

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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on its exports. Any volatility in the wheat prices will have an adverse impact on the performance of the flour mill. Further, wheat
is cultivated between November-April and harvested in March-April every year. Its cultivation is dependent more on irrigation and
less on the monsoon pattern. Hence, irregular rainfall patterns, improper irrigation facilities, coupled with pre-harvest and post-
harvest losses can majorly impact its production and availability. The company is susceptible to supply side constraints like
seasonal nature and exposure to the vagaries of monsoon. Therefore, any adverse climatic change in the region can impact the
procurement plans of the company and in turn can impact the financial risk profile of the company.

Key strengths

Experienced Promoters

DHFPL is promoted by Mr. Shankar Patel and Mr. Kirit Patel who looks after the overall management of the company. Both the
promoters have experience of more than three decades in the agro commaodities processing industry.

Location Advantage

DHFPL’s manufacturing unit is in wheat growing belt of Gujarat having large network of wheat growers from whom raw material
can be acquired easily, thereby making it beneficial for DHFPL in terms of transportation and connectivity. Wheat is classified as
Rabi crop having season from October to March. DHFPL's presence in wheat producing region results in benefit of consistent
demand providing sustainable and clear revenue visibility.

Liquidity: Stretched

The liquidity profile of the DHFPL remained stretched marked by cash losses in FY24. Average utilization of working capital
remained around 51% during past 12 months ended September 30, 2024 owing to seasonality in agro-product. Net cash flow
from operating activities remained positive at Rs.1.51 crore during FY24 as against negative Rs.1.23 crore during FY23 majorly
owing to decrease in inventory and receivables. The cash flows remained positive as the season for wheat began from April for
current year as against March for previous year. Further, the unencumbered cash & bank balance remained low at Rs.0.11 crore
as on March 31, 2024. The entity also reported cash losses during FY24. The repayment obligation for FY25 is ~Rs.0.95 crore
which is expected to meet from cash flows of current year and promoters will infuse funds to in cash of inadequate cash flows.
Operating cycle remained comfortable at 28 days during FY24 owing to low credit period in agro processing industry.

Applicable criteria
Definition of Default
Liguidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies
Financial Ratios — Non financial Sector

About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry Basic industry
Fast Moving Consumer Fast Moving Consumer Agricultural Food & other Other Agricultural Products
Goods Goods Products

Nadiad (Gujarat) based Diya Hygiene Flours Private Limited (DHFPL) was incorporated in January 2011 as private limited company.
Its key promoters are Mr. Shankar Patel and Mr. Kirit Patel. DHFPL is engaged in the agro processing industry and manufactures
products like wheat flour, bran, maida flour, suji/rava flour etc. and has installed its manufacturing plant at Dabhan, Nadiad with
an installed capacity of 150 metric tonnes per day (MTPD) as on March 31, 2024. DHFPL mainly procures raw material viz. wheat
grain from surrounding regional areas in Gujarat and from various traders and farmers.
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Brief Financials (X crore) March 31, 2023 (A) March 31, 2024 (A)

Total operating income 78.37 64.91
PBILDT 0.52 0.02
PAT -0.02 -0.34
Overall gearing (times) 3.20 1.74
Interest coverage (times) 1.26 0.06

A: Audited; Note: these are latest available financial results

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating history for last three years: Annexure-2

Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

LIS Maturity Size of the !!atlng
Name of the Issuance Coupon Assigned and
DEVCNODE Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating
YYYY) Outlook
Fund-based - ) ) i 5.00 CARE B+;
LT-Cash Credit ' Stable

Annexure-2: Rating history for last three years

Current Ratings Rating History

Name of the Date(s) Date(s) Date(s) Date(s)

Instrument/Bank Amount and and and and
Facilities Type Outstanding = Rating Rat_mg(s) Rat_mg(s) Rat_lng(s) Rat_lng(s)
( crore) assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2025 2024 2023 2022
1)CARE 1)CARE 1)CARE
CARE BB-; BB-; BB-;
1 E‘;gﬁgf:';‘: SLT- LT 5.00 B+; - Stable Stable Stable
Stable (25-Oct- (02-Nov- (27-Oct-
23) 22) 21)

LT: Long term; ST: Short term; LT/ST: Long term/Short term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not Applicable
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Annexure-4: Complexity level of instruments rated

Name of the Instrument Complexity Level

1 Fund-based - LT-Cash Credit Simple

Annexure-5: Lender details

To view the lender wise details of bank facilities please click here

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for 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 detailed Rationale Report and subscription information,
please visit www.careedge.in
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