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January 25, 2023

Facilities/Instruments Amount (X crore) Rating Action
19.69 Revised from CARE BB-; Stable
Long Term Bank Facilities ' CARE BB; Stable (Double B Minus; Outlook:
(Enhanced from 19.08) Stable)
Revised from CARE BB-; Stable
E‘;rr‘]ﬁ laegmté fhort Term - 12‘20 - CARE BB; Stable / CARE A4 / CARE A4 (Double B Minus ;
(Enhanced from 7.50) Outlook: Stable / A Four)
Short Term Bank Facilities 1.10 CARE A4 Reaffirmed

Details of instruments/facilities in Annexure-1.

Detailed Rationale & Key Rating Drivers

The revision in ratings assigned to the bank facilities of Himalay Paptech Private Limited (HPPL) is on account of stabilization of
operations with successful completion of debt funded capex and commenced operations from April 2022 onwards. The ratings,
also factor experienced management along with benefit of close proximity to raw material sources and favourable industry
scenario and stable demand indicators for the end user industry.

The ratings, however remained constrained on account of high degree of competitive intensity of paper industry along with
susceptibility to volatility in prices of raw material and HPPL's stretched liquidity profile.

Rating Sensitivities
Positive Factors - Factors that could lead to positive rating action/upgrade:
e Reporting scale of operations marked by TOI of Rs. 150 crores with operating margin above 10% on sustained basis
e Improvement in capital structure marked by overall gearing of below 1.50 times
Negative Factors- Factors that could lead to negative rating action/downgrade:
e Reporting lower than envisage operating income or profitability resulting in lower cash accruals putting pressure on
liquidit
. A?\y m;,jor debt funded capex leading to deterioration in capital structure than current level
e Any changes in government regulation which adversely impacts the operations of the company

Detailed description of the key rating drivers

Key Rating Strengths

Stabilization of operations after successful completion of debt funded capex

HPPL has successfully completed green field project for manufacturing of Kraft and absorbent Paper at Mehsana, Gujarat, with
a total incurred cost of Rs.32.21 crore. Operations commenced from April 22, 2022 against the projected time of January 2022.
Few months delay in commencement of operations is due to delay in financial closure as well as late availability of machinery
through import. HPPL has achieved TOI of Rs.87.02 crore till January 09, 2023.

Experienced promoters

HPPL is incorporated and managed by Mr. Nailesh Patel and Mr. Sanjay Patel. Mr. Nailesh Patel has an experience of around a
decade in same line of business working with its associate concerns and looks after production and finance department in HPPL.
Further, Mr. Sanjay Patel is also having an experience of more than a decade in same line of business through its associate
concern and looks after marketing department in HPPL. These two will be assisted by Mr. Ravji Patel who has an experience of
around a decade and Mr. Ramesh Patel who also have an experience of more than two decades. They will jointly look after
purchase and operation department in HPPL.

Close Proximity to raw material sources and favourable industry scenario

The manufacturing facility of HPPL is in Mehsana district of Gujarat, which is the most industrial hub of Gujarat. The location
also provides proximity to sources of raw material access and smooth supply of raw materials at competitive prices and lower
logistic expenditure (both on the transportation and storage). It enjoys good road, rail and air connectivity leading to better
lead time and facilitating delivery of finished products in a timely manner.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Stable demand indicators for the end user industry

With Kraft paper being primarily utilized to manufacture corrugated boxes, HPPL's turnover will be linked to demand in the
packing industry which is stably growing y-o-y with increasing demand from FMCG, Electronics, Retail and ecommerce etc.
which place high importance on attractive packaging to create brand awareness.

Key Rating Weakness

High degree of competitive intensity of paper industry along with susceptibility to volatility in prices of raw
material

HPPL operates in a competitive segment of the kraft paper industry which is affected from low profitability due to highly
fragmented industry, small machine size, fluctuating wastepaper prices, low entry barriers, presence of large number of
unorganized players with capacity additions by existing players as well as new entrants. This situation increases the level of
competition which puts further pressure on profitability of paper manufacturers. For sustainable profitable operations, it is
imperative for domestic players to increase the mill size and use new efficient technology and move towards forward integration
for manufacturing corrugated boxes. HPPL will procure raw materials (waste paper) from both domestic & international
markets. Its business will be exposed to fluctuation in waste paper prices & forex rates. So, any adverse changes in
procurement cost of waste paper or forex rates can have a negative impact on its profit margins.

Liquidity: Stretched

Stabilization of operations with generation of envisaged cash accruals to meet the debt obligation shall remain crucial from
credit perspective. CC utilization remained 95% (Sanctioned: Rs.7.50 crore) for the past 9 months ended December 31, 2022.
HPPL has availed Rs.2.00 crore of fresh term loan in the form of equipment financing to meet future requirement. The
repayment of the same is expected to begin from March 2023. Repayment obligations for FY23 remained at Rs.1.93 crore and
Rs.2.68 for FY24. It has also availed additional working capital limits of Rs.7.50 crore from January 2023 to support increasing
scale of operations.

Analytical approach: Standalone

Applicable Criteria

Policy on default recognition

Financial Ratios — Non financial Sector

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch

Short Term Instruments

Manufacturing Companies

Paper Industry

Project stage companies

Policy on Withdrawal of Ratings

About the Company

Mehsana (Gujarat) based Himalay Paptech Private Limited (HPPL) is a private limited company incorporated on November 01,
2019 by Mr. Nailesh Patel and Mr. Sanjay Patel. HPPL is engaged into manufacturing of Kraft Paper ranging from 16BF to 28BF
with installed capacity of 150 Metric Tons Per Day (MTPD) from its sole manufacturing unit located at Mehsana, Gujarat. HPPL
has commenced operations from April 22, 2022 after successful completion of its green field project in March 2022.

Brief Financials (Rs. crore) 10MFY23 (Prov.) *

Total operating income 87.02
PBILDT 7.63
PAT NA
Overall gearing (times) NA
Interest coverage (times) NA

Prov.- Provisional; NA- Not Available *Till January 09, 2023
Operations commenced from April 2022
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https://www.careratings.com/pdf/resources/Policy%20on%20Default%20Recognition_Dec%202022(2-12-22).pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-May%2022.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
https://www.careratings.com/pdf/resources/Rating%20outlook%20and%20rating%20watch%20_Dec%202022(21-12-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Criteria%20for%20short%20Instruments%20(15-7-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Manufacturing%20Companies%20December%202022(14-12-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20%20Paper%20%20Paper%20Products%20November%202022(19-1-23).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20%20Project-Stage%20Companies%20(22-7-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/CARE%20Withdrawal%20policy%20Sep%202022(30-9-22).pdf

Press Release

RATINGS

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 for this company: Please refer Annexure 4

Banker/Lender details of the company: Please refer Annexure 5

Annexure-1: Details of Instruments / Facilities
Coupon Maturity Size of

Name of the Date of Issuance Rating Assigned along

Instrument (DD-MM-YYYY) e Ll t(l;e;zs::i with Rating Outlook
rund-based - LT-Term . . 30/06/3030 19.69 CARE BB; Stable
Fund-based - LT/ ST- ) ) } 15.00 CARE BB; Stable / CARE
Cash Credit ) A4
Non-fund-based - ST-

Bank Guarantee ) ) ) 1.10 CARE At

Annexure-2: Rating History of last three years

Current Ratings Rating History

=0 0 20 [0
Instrument/Bank Amount . . . .
Facilities Type Outstanding | Rating Rat.' ng(z) Rat.' ng(z) Rat.' ng(z) Rat.' ng(z)
(X crore) assigne assigne assigne assigne
in 2022- in 2021- in 2020- in 2019-
2023 2022 2021 2020
i e , 1)CARE BB-
1 ?‘érr‘:q tﬁizid LT LT 19.69 ggilEeBB' - ; Stable - -
(19-Nov-21)
1)CARE BB-
CARE BB;
Fund-based - LT/ " "L ; Stable / ) )
2 | sT-Cash Credit LT/ST 15.00 gfg'Ee A/ 4 CARE A4
(19-Nov-21)
Non-fund-based - ) 1)CARE A4 | _ )
3 ST-Bank Guarantee ST 1.10 CARE A4 (19-Nov-21)

*Long term/Short term.

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities- Not Applicable
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Annexure 4: Complexity level of various instruments rated for this company

Sr. No. ‘ Name of the Instrument ‘ Complexity Level

1 Fund-based - LT-Term Loan Simple
2 Fund-based - LT/ ST-Cash Credit Simple
3 Non-fund-based - ST-Bank Guarantee Simple

Annexure 5: Bank Lender Details for this Company
To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instrument: 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.

Contact us

Media Contact
Name - Mradul Mishra
Contact no. — +91-22-6837 4424

Email ID — mradul.mishra@careedge.in

Analyst Contact
Name - Ms. Sajni Shah
Contact no. — +91-079-4026 5636

Email ID- sajni.shah@careedge.in

Relationship Contact
Name - Mr. Deepak Prajapati
Contact no. — +91-079-4026 5656

Email ID: deepak.prajapati@careedge.in

About CARE Ratings:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide
array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by
knowledge and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including
CPs, corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited 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 Limited has based
its ratings/outlooks based on information obtained from reliable and credible sources. CARE Ratings Limited 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 Limited have paid a credit rating fee, based on
the amount and type of bank facilities/instruments. CARE Ratings Limited 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 Limited is,
inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The rating/outlook may
undergo a 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 Ratings Limited is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE Ratings Limited'’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.
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