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

63.27
Long-term bank facilities (Reduced CARE BBB-; Downgraded from CARE BBB; Negative
Stable
from 78.36)
Long-term / Short-term bank 20.00 CARE BBB-; LT rating downgraded from CARE BBB; Outlook
facilities ' Stable / CARE A3 revised from Negative and ST rating reaffirmed

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

CARE Ratings Limited (CareEdge Ratings) has downgraded the long-term rating assigned to bank facilities of DFM Foods Limited
(DFM) from CARE BBB; Negative to CARE BBB-; Stable, while reaffirming the short-term rating at CARE A3. The downgrade
factors in continued moderation in the company's credit profile, primarily considering lower-than-expected operating profitability
and elevated leverage metrics in FY25 (refers to April 01 to March 31). While total debt levels have declined year-on-year (y-o-
y), they remain higher than anticipated, resulting in moderation in credit metrics, with interest coverage moderating to 1.10x (PY:
1.15x) and total debt to profit before interest, lease rentals, depreciation and taxation (TD/PBILDT) deteriorating to 8.85x (PY:
6.78x). Pressure on profitability was driven by volatile raw material costs, particularly palm oil, which saw an ~18% y-0-y increase
in procurement prices, following import duty hike in September 2024. This, and higher packaging costs, adversely impacted
PBILDT margin, which contracted to 1.17% in FY25 from 2.26% in FY24, reflecting deterioration in overall margin profile.

The company’s liquidity remains stretched, despite positive cash flows from operations aided by a negative working capital cycle.
The company had liquid investments of ¥20.49 crore as on March 31, 2025, and expected to partially liquidate these in FY26 to
meet debt obligations and capex commitments. Ratings remain constrained subdued return indicators, and continued susceptibility
of margins to input cost volatility and intense competition in the fragmented snack foods segment. The business remains regionally
concentrated with ~80% of revenues derived from northern India, although the company is gradually expanding its footprint in
eastern markets.

Ratings continue to derive comfort from DFM'’s established brand equity under the ‘Crax’ umbrella, which enjoys strong visibility
and recall, especially in northern India. The company’s diversified product portfolio and continuous new product introductions,
including Crax Choco Rings and expansion into the namkeen category, have supported volume growth. Total Operating Income
(TOI) grew by ~27% y-o0-y to X705.77 crore in FY25, and further reported a 31% y-0-y growth in Q1FY26. The company’s growing
presence in the e-commerce channel and ongoing distribution expansion are expected to support further growth. Revision in
outlook to 'Stable' reflects Care Edge Ratings’ expectation of steady revenue growth and gradual improvement in profitability,
supported by easing input costs and operational leverage. Sustained improvement in margins, prudent liquidity management will
remain key rating monitorable.

CareEdge also notes the presence of pending GST litigations, which remain a key monitorable. A qualified audit opinion for FY24,
based on a fact-finding report by an external agency, pointed to inflated procurement expenses and potential vendor collusion
involving former employees. While the management has initiated corrective actions, including terminating vendor relationships
and reinforcing internal controls, sustained vigilance is critical.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors
e Increase in gross cash accruals (GCA) to over %40 crore considering rise in scale of operations and/or improvement in
operating profitability on a sustained basis.
e Improvement in profitability, leading to strengthening of the debt coverage metrics with TD/PBILDT to remain below 3.5x
on a sustained basis.
¢ Significant equity infusion covering the losses and strengthening overall gearing to below 0.25x on a sustained basis.

Negative factors

e Decline in profitability or/ and increase in debt, leading to TD/PBILDT above 4.5x.
e The company’s inability to report growth in revenue and profitability

IComplete definition of ratings assigned are available at www.careratings.com and other CARE Ratings Limited’s publications.
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Analytical approach: Standalone

Outlook: Stable
Stable outlook factors the company’s long track record of operations with strong brand presence in the snacks segment and
expectations of improving scale of operations and debt coverage metrics, going forward.

Detailed description of key rating drivers:

Key strengths

Strong brand equity with established market position in northern India and expanding distribution footprint

DFM Foods has built a strong brand presence in the Indian packaged snacks segment through its flagship brand ‘*CRAX’, introduced
in 1984. Backed by sustained branding and marketing efforts in the last three decades, the company enjoys high brand recall,
particularly in northern India. Its portfolio comprises over 22 products across snacks and namkeen categories. While the company
initially targeted the children’s segment with products such as Crax Rings, it has strategically diversified its offerings to cater to a
broader consumer base. Recent additions, including namkeen variants and the launch of Crax Choco Rings in FY26, underscore
its focus on continuous innovation and portfolio expansion. With a wide and growing distribution network of over 1,700 distributors
across India, DFM is also actively strengthening its presence in eastern markets as part of its geographic diversification strategy.

Significant growth in TOI supported by product diversification

DFM reported TOI of X705.77 crore in FY25, registering a robust y-o0-y growth of ~27% over X553.70 crore in FY24. This growth
was primarily led by strong traction in newly launched products, particularly Crax-Pipes, introduced under the namkeen category
in FY24. The company has a well-diversified product portfolio comprising snacks such as Crax Rings, Curls, Fritts, Natkhat, and a
range of namkeens and potato chips. Revenue contribution from Crax Corn Rings declined from over 40% in FY20 to ~20% in
FY25, indicating successful de-risking the product mix and reduced reliance on a single offering. The company has scaled up its
e-commerce presence, contributing to incremental sales. In Q1FY26, DFM reported TOI of ~X194 crore, reflecting a ~31% growth
over X148 crore in the corresponding period of the previous year.

Key Weaknesses

Moderate capital structure and weak debt coverage indicators

DFM'’s capital structure continues to remain moderate, with a marginal improvement in overall gearing to 0.88x as on March 31,
2025, compared to 0.96x in the previous year, supported by scheduled debt repayments. However, despite reduction in debt,
credit metrics have weakened, primarily due to lower-than-expected profitability. The company’s interest coverage ratio declined
to 1.10x in FY25 from 1.15x in FY24, and TD/PBILDT deteriorated to 8.85x from 6.78x, indicating reduced debt servicing ability.
The TD to gross cash accruals (TD/GCA) remained high at 7.59x, reflecting pressure on internal accrual generation and constrained
financial flexibility. While some repayments were met through internal accruals, CareEdge Ratings notes partial dependence on
liquidation of investments to meet obligations, which also limits the company’s financial headroom.

Vulnerable operating margins due to raw material volatility and rising input costs

The company'’s profitability profile remains susceptible to fluctuations in input costs, particularly palm oil, which forms a key raw
material in snack production. In FY25, the company reported a decline in gross margin to ~40% (from 44% in FY24) and a
contraction in PBILDT margin to 1.17%, down from 2.26% in the previous year. This deterioration was largely driven by an ~18%
year-on-year increase in palm oil procurement cost following the import duty hike announced in September 2024. Rising packaging
costs in H2FY25 further impacted margins. Although the company has initiated price rationalisation and cost optimisation
measures, margin profile remains exposed to commaodity price cycles. That said, some recovery was visible in Q1FY26, where the
company reported a PBILDT margin of ~3.91% versus 2.97% in the same period of the previous year, supported by the recent
reduction in edible oil import duties effective May-end 2025.

High competition in fragmented industry limits pricing power

DFM operates in a highly fragmented and competitive snacks industry, facing pricing and market share pressure from established
national players and agile regional brands. The commoditised nature of several product segments restricts significant price pass-
through, particularly in periods of elevated input costs, impacting profitability. In this context, product innovation and branding
become critical to sustaining differentiation and volumes. While DFM has shown improvement in product diversification, inherent
industry risk remains a credit constraint.

Regional concentration and slow ramp-up of new capacities

Revenue concentration remains high, with ~80% of TOI derived from northern India, exposing the company to region-specific
demand and distribution risks. While DFM has initiated efforts to diversify geographically, including commissioning manufacturing
capacity in eastern India in FY24 and FY25, the benefits from this expansion are expected to accrue gradually. Execution of this
regional diversification and realisation of associated operating leverage will remain important for mitigating concentration risks in
the medium term.
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Liquidity: Stretched

DFM'’s liquidity position remains stretched, with estimated GCA of ¥19-20 crore in FY26 against repayment obligations of 18—
19 crore, and planned capex of ¥9—-10 crore. The company had cash and liquid investments of 220.49 crore as on March 31,
2025, which are expected to be partially utilised for debt servicing. Liquidity is supported to some extent by its efficient working
capital cycle, reflected in a low collection period of three days and moderate working capital utilisation of ~52%. However,
reliance on investment liquidation and limited free cash flow buffer constrain overall liquidity flexibility. Sustained improvement
in operating margins and internal accruals remains key for easing liquidity stress.

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

About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry Basic industry
Fast moving consumer goods | Fast moving consumer goods | Food products Other food products

DFM was established in 1983 and is engaged in manufacturing, distributing, and marketing packaged foods under well-known
brand ‘CRAX'. As on March 31, 2025, the company's total installed capacity is 45,296 MTPA, including the capacity added at the
Kolkata plant. DFM is currently promoted by Advent International — a global private equity (PE) firm.

Brief Financials (X crore) March 31, 2024 (A) March 31, 2025 (P) Q1FY26(UA)

Total operating income 553.70 705.77 194.40
PBILDT 12.51 8.26 7.60
PAT -6.07 -12.15 NA
Overall gearing (times) 0.96 0.88 NA
Interest coverage (times) 1.15 1.10 NA

A: Audited P; Provisional; UA: Unaudited NA: Not Available; Note: these are latest available financial results

Status of non-cooperation with previous CRA: The rating was downgraded to B/A4 from BB+/A4+ by CRISIL Ratings,
vide its PR dated January 22, 2025, due to non-receipt of information.

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
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Annexure-1: Details of instruments/facilities

2L Maturity Size of the !latmg
Name of the Issuance Coupon Assigned and
DEICNODE Issue .
Instrument (DD-MM- Rate (%) MM-YYYY) (X crore) Rating
YYYY) Outlook
Fund-based - CARE BBB-;
LT-Term Loan i i 30-09-2027 28.27 Stable
Fund-based -
LT-Working - - - 35.00 CAE; EIZB"
Capital Limits
E:gs;l/ Non- CARE BBB-;
- - - 20.00 Stable / CARE
fund-based- A3
LT/ST

Annexure-2: Rating history for last three years

Current Ratings Rating History

Date(s) Date(s) Date(s) Date(s)

Facilities Type Outstanding Rating Rat_| ng(s) Rat.' ng(s) Rat.l ng(s) Rat.l ng(s)
(X crore) assigned assigned assigned assigned
in 2025- in 2024- in 2023- in 2022-
2026 2025 2024 2023
L)CARE 1)CARE
BBB;
. BBB+;
Negative Stable
1)CARE (04-Dec- (23-Dec-
Fund-based - LT- CARE B8b; 23) 22)
1 Term Loan LT 28.27 BBB-; - Negative
Stable (31-Oct- 2)CARE 2)CARE A;
24) BBB+; Y
Negative
Stable
(03-Jun-
(12-Sep- 22)
23)
1)CARE
BBB;
Negative / | 1)CARE
1)CARE CARE A3+ | A2
(04-Dec- (23-Dec-
CARE BBB; 23) 22)
5 Fund-based/Non- LT/ST 20.00 BBB-; ) Negative /
fund-based-LT/ST ) Stable / CARE A3 2)CARE 2)CARE
CARE A3 (31-Oct-
24) BBB+; Al
Stable / (03-Jun-
CARE A2 22)
(12-Sep-
23)
1)CARE 1)CARE 1)CARE
Fund-based - LT- CARE BBB; BBB; BBB+;
3 Working Capital LT 35.00 BBB-; - Negative Negative Stable
Limits Stable (31-Oct- (04-Dec- (23-Dec-
24) 23) 22)
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2)CARE 2)CARE A;
BBB+; Negative
Stable (03-Jun-
(12-Sep- 22)

23)

LT: Long term; LT/ST: Long term/Short term
Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of instruments rated

Sr. No. ‘ Name of the Instrument Complexity Level ‘
1 Fund-based - LT-Term Loan Simple
2 Fund-based - LT-Working Capital Limits Simple
3 Fund-based/Non-fund-based-LT/ST Simple

Annexure-5: Lender details

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

Note on complexity levels of rated instruments: CareEdge 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, CareEdge 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 Reserve Bank of India.
With an equitable position in the Indian capital market, CareEdge 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, CareEdge 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. CareEdge Ratings has played
a pivotal role in developing bank debt and capital market instruments, including commercial papers, corporate bonds and
debentures, and structured credit. For more information: www.careratings.com

Disclaimer:

This disclaimer pertains to the ratings issued and content published by CARE Ratings Limited (“CareEdge Ratings”). 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. Any opinions expressed herein are in good faith and are subject to change without notice. The rating reflects the opinions as on the date of
the rating. A rating does not convey suitability or price for the investor. The rating agency does not conduct an audit on the rated entity or an independent verification
of any information it receives and/or relies on for the rating exercise. CareEdge Ratings has based its ratings/outlook on the information obtained from reliable and
credible sources. CareEdge 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. The users of the rating should rely on their own judgment and may take professional advice
while using the rating in any way. CareEdge Ratings shall not be liable for any losses that user may incur or any financial liability whatsoever to the user of the rating.
The use or access of the rating does not create a client relationship between CareEdge Ratings and the user.

CAREEDGE RATINGS DISCLAIMS WARRANTY OF ANY KIND, EXPRESS, IMPLIED OR OTHER WARRANTIES OR CONDITIONS, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS, INCLUDING WARRANTIES OF MERCHANTABILITY, ACCURACY, COMPLETENESS, ERROR-FREE, NON-INFRINGEMENT, NON-INTERRUPTION,
SATISFACTORY QUALITY, FITNESS FOR A PARTICULAR PURPOSE OR INTENDED USAGE.

Most entities whose bank facilities/instruments are rated by CareEdge Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments.
CareEdge Ratings or its subsidiaries/associates may also be involved with other commercial transactions with the entity. CareEdge Ratings does not act as a fiduciary
by providing the rating. The ratings are intended for use only within the jurisdiction of India. The ratings of CareEdge 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. CareEdge Ratings has established policies and procedures as required under applicable
laws and regulations which are available on its website.

Privacy Policy applies. For Privacy Policy please refer to https://www.careratings.com/privacy policy

© 2025, CARE Ratings Limited. All Rights Reserved.
This content is being published for the purpose of dissemination of information. Any use or reference to the contents herein on an “as-is” basis is permitted with due
acknowledgement to CARE Ratings. Reproduction or retransmission in whole or in part is prohibited except with prior written consent from CARE Ratings.

For detailed Rating Report and subscription information,
please visit www.careratings.com

6| CARE Ratings Ltd.


mailto:mradul.mishra@careedge.in
https://ind01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.careratings.com%2F&data=05%7C02%7CVipin.Nair%40careedge.in%7C7117d57a36aa476422e508dd93a86eb9%7C5fb92d802f9b45eb857f45b58dcb54ba%7C1%7C0%7C638829074116546553%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=AyTgf1BGPXIdPT81tMnaIJnDdr%2BkB15ijiNnVI83UJo%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.careratings.com%2Fprivacy_policy&data=05%7C02%7CVipin.Nair%40careedge.in%7Cbb911a13b5334483eff108dd92b77787%7C5fb92d802f9b45eb857f45b58dcb54ba%7C1%7C0%7C638828038864182986%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=jd82NrLpbtDDNJitNvGaOOeV7ENXPDR%2BhxCofon9l30%3D&reserved=0
https://ind01.safelinks.protection.outlook.com/?url=http%3A%2F%2Fwww.careratings.com%2F&data=05%7C02%7CVipin.Nair%40careedge.in%7C7117d57a36aa476422e508dd93a86eb9%7C5fb92d802f9b45eb857f45b58dcb54ba%7C1%7C0%7C638829074116546553%7CUnknown%7CTWFpbGZsb3d8eyJFbXB0eU1hcGkiOnRydWUsIlYiOiIwLjAuMDAwMCIsIlAiOiJXaW4zMiIsIkFOIjoiTWFpbCIsIldUIjoyfQ%3D%3D%7C0%7C%7C%7C&sdata=AyTgf1BGPXIdPT81tMnaIJnDdr%2BkB15ijiNnVI83UJo%3D&reserved=0

