
  
 

Rating Rationale  
18 Nov 2019 

 
                                                     Kanodia Technoplast Limited 
 
Brickwork Ratings reaffirms the ratings for the bank loan facilities aggregating Rs. 202.89 

Crores of Kanodia Technoplast Limited (‘KTL’ or ‘the Company’). 
 
Particulars 

Facility#  

Amount 
(Rs. Crs) Tenure Rating * 

Previous     Present  Previous 
(Dec 2018) 

Present 

Fund Based 
Cash Credit 
Term Loans 

 
80.42 

- 

 
32.42 

140.47 

Long 
Term 

BWR BBB+ 
(Stable) 

BWR BBB+ 
(Stable) 

(Reaffirmed) 

Non Fund Based 
BG/LC 

 
20.80 

 
30.00 

Short 
Term 

BWR A3+  
BWR A3+  

(Reaffirmed) 

Total 
101.22 Rs. 202.89 Crores (INR Two Hundred & Two Crores and Eighty Nine            

Lakhs Only) 

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings 
#Facility-wise details of bank limits are available in Annexure I 

RATING ACTION 

The reaffirmation of the rating factors in a continued increase in its scale of operations driven by capex                  
incurred over the past two years. The Company had reported over 9% growth in its total turnover at Rs.                   
506.66 Cr in FY19, with its printing paper segment accounting for more than 40% of the turnover. The                  
operating profit margins remained adequate at above 10% levels despite increasing operational expenses             
and capex incurred during FY18 & FY19. The ratings also factor in the Company’s established position in                 
the packaging industry with long relationships with reputed clients across various sectors. BWR expects              
its scale to improve further considering new CPP (Cast Polypropylene) machines and two new printing               
machines added which will add up to its turnover growth in the current and the next financial year.  

The ratings are, however, constrained by a moderation in its liquidity position coupled with a highly                
leveraged balance sheet which resulted limited financial flexibility. The Company’s operations continue            
to remain working capital intensive driven by high receivables position. BWR also expects its coverage               
indicators and debt protection metrics to remain moderate considering increasing debt burden in the              
current financial year. 
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OUTLOOK: STABLE 

BWR believes that KTL’s business risk profile will be maintained over the medium term. The ‘Stable’                
outlook indicates a low likelihood of rating change over the medium term. The rating outlook may be                 
revised to ‘Positive’ in case the company maintains its turnover and profitability growth, despite facing               
pricing pressure, ramp up the production from its new machines, improves its working capital              
management efficiently and improves current ratio over the medium term. The rating outlook may be               
revised to ‘Negative’ if the said financial parameters further deteriorate over the medium term.  

KEY RATING DRIVERS 

Credit Strengths: 

Experienced Management: The Company benefits from the long term experience of the promoters in              
the packaging industry. Mr. Chetan Kanodia (Founder and M.D. of KTL) has an experience of over two                 
decades in this business.  

Continuous improvement in its turnover levels: KTL’s strong relationship with a reputed clientele,             
aiding in recurring order inflow which has resulted in improvement in its turnover levels during FY19.                
KTL also added new printing and CPP machines which resulted in an increase in its overall capacity and                  
thus expects to generate additional revenue from the next financial year.  

Capex incurred: KTL incurred significant capex during FY19. It has added a new CPP (Cast               
Polypropylene) printing machine which added to its capacity from current 600MT/month to            
1300MT/month. KTL also added two new printing machines during FY19 which were commissioned in              
Sept 2019. It expects to generate additional revenue of at least Rs. 200 Cr through the capex from the next                    
financial year.  

Established relationships with reputed customers: The Company has a broad customer base with             
established relationships with FMCG industry majors such as Haldiram Foods, CG Group, KP Group,              
Euro India Fresh Foods, Bajaj Corp etc. The Company also started supplying orders to reputed customers                
such as Saffola, Adani Wilmar, Patanjali, Kelloggs and DS Group during FY19. The Company derives               
around 22% of revenues from its top-10 customers, indicating  broad customer base. 

Credit Risks  

Moderation in its liquidity position: There is a moderation in its liquidity profile considering significant               
capex incurred during FY19. KTL has reported high trade payables which resulted in current ratio               
remaining low at 1.14x during FY19. Term loan repayments are likely to increase upwardly over the next                 
two financial years which may impact its debt coverage indicators. The utilization in its working capital                
limits also remains above 90% throughout the year. However, KTL reported adequate cash accruals in               
order to service its annual debt obligations. The encumbered cash & cash equivalent of the Company                
stood at Rs. 6.30 Cr as on 31 March 2019 as against Rs. 14.32 Cr as on 31 March 2018. 

Working Capital intensive nature of operations: KTL’s operations continue to remain working capital             
intensive owing to high receivables levels during FY19. Old debtors >6M of the Company stood at Rs.                 
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31.51 Crs (P.Y. Rs. 26.37 Crs) in FY19. Current ratio continues to remain low in FY19 owing to high                   
trade payables. KTL also reported customer advances of Rs. 19.04 Cr in FY19 as against Rs. 7.24 Cr in                   
FY18.  

Moderate interest coverage ratios and debt coverage indicators: ISCR and DSCR of the Company              
marginally improved but remain moderate at 2.34x and 1.29x, respectively during FY19. Debt coverage              
ratios are expected to remain moderate considering ballooning repayments of its corporate loans from              
FY22 onwards. The ability of the Company to improve cash accruals from its current capex incurred                
remains crucial.  

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA  

For arriving at its ratings, BWR has considered the standalone performance of the Company. BWR has                
applied its rating methodology as detailed in the Rating Criteria (hyperlinks provided at the end of this                 
rationale).  

RATING SENSITIVITIES 

KTL purchased machinery of around Rs. 75 Cr from the overseas suppliers on a deferred payment basis                 
which resulted in increasing exposure to the foreign exchange fluctuation risks. Hence the ability of the                
Company to hedge its current forex position either by increasing exports sales or through purchasing               
forex  contracts remains the key rating sensitivity.  

Positive: The ratings may favor an upgrade in case the Company is able to improve its EBITDA and PAT                   
margins to at least 15% & 4% respectively, ISCR & DSCR to above 4x & 2x, respectively, improve its                   
liquidity by recovering its entire pending old debtors and maintain its gearing ratio to below 1x over the                  
medium term. 

Negative: The rating may be downgraded if there is a further decline in its profitability margins, interest                 
coverage ratios and debt protection metrics and moderation in its liquidity position.  

COMPANY PROFILE 

Kanodia Technoplast Limited (KTL), a Delhi based flexible packaging manufacturing company was            
established in the year 1995 as a private limited company by Mr. Chetan Kanodia. KTL was converted to                  
a public limited company in December 2009. It is a closely held company with the promoter and his                  
family and friends holding complete stake in the company. The company was initially set up to convert                 
the PE films to flexible packaging materials and later in 1998 it started with the production of PE films as                    
a first step towards backward integration. Later in 2006 it also started with the production of rotogravure                 
cylinders which was an exercise in backward integration. KTL has set up a wind Mill power of 1.5 MW                   
Capacity in Rajasthan, in alliance with Suzlon Energy in the year 2009. 
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FINANCIAL PERFORMANCE 
 

Particulars  FY18 (A) FY19 (A) 
Total Operating Income (Rs. Crs) 464.08 506.66 
EBITDA (Rs. Crs) 50.73 54.64 
PAT (Rs. Crs) 11.90 12.67 
Total Tangible Net worth (Rs. Crs) 162.86 171.28 
Total Debt to Equity Ratio (times) 1.17 1.22 
ISCR (times) 2.23 2.34 

 

Status of non-cooperation with previous CRA: Not Applicable 

Any other information: Not Applicable 

Rating History for the last three years (including withdrawn/suspended ratings) 

Facility Current Rating (Year 2019) Rating History 

 Type 
 

Amount 
(Rs. Crs) Rating 12 Dec 2018 29 Dec 2017 09 Dec 2016 

Fund Based 
Cash Credit 
Term Loans 

Long 
Term 

32.42 
140.47 

BWR BBB+ 
(Stable)  

BWR BBB+ 
(Stable)  

BWR BBB+ 
(Stable)  

BWR BBB 
(Stable)  

Non Fund 
Based 
BG/LC 

Short 
Term 30.00 BWR A3+  BWR A3+ BWR A3+  BWR A3  

Total  202.89 INR Two Hundred and Two Crores and Eighty Nine Lakhs Only 
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#Annexure I  

Kanodia Technoplast Limited 
Details of Bank Facilities rated by BWR 

S No.  Name of the Bank Type of Facility Long Term 
(Rs. Cr) 

Short Term  
(Rs. Cr) 

Total 
(Rs. Cr) 

 
1 

State Bank of India Cash Credit 
BG/LG 

15.51 
- 

- 
14.00 

 
29.51 

2 Axis Bank Cash Credit 
BG/LG 

5.85 
- 

- 
16.00 

 
21.85 

3 Allahabad Bank Cash Credit 6.05 - 6.05 

4 IndusInd Bank Cash Credit 5.01 - 5.01 

5 Tata Capital Term Loans 2.31 - 2.31 

6 Piramal Finance Ltd Corporate Loan I 43.80 - 43.80 

7 Piramal Capital & 
Housing Finance Ltd 

Corporate Loan II 46.70 - 46.70 

8 Piramal Finance Ltd Corporate Loan III 47.66 - 47.66 

Total 172.89 30.00 202.89 

 
 
Hyperlink/Reference to applicable Criteria  

● General Criteria 

● Approach to Financial Ratios 

● Short term Debt 

● Manufacturing Companies 
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https://www.brickworkratings.com/download/Criteria_ManufacturingCompanies.pdf
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For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination                  
through your print, digital or electronic media. While it may be used by you acknowledging credit to                 
BWR, please do not change the wordings in the rationale to avoid conveying a meaning different from                 
what was intended by BWR. BWR alone has the sole right of sharing (both direct and indirect) its                  
rationales for consideration or otherwise through any print or electronic or digital media. 

About Brickwork Ratings :Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency,            
accredited by RBI and empaneled by NSIC, offers Bank Loan, NCD, Commercial Paper, MSME ratings               
and grading services. NABARD has empaneled Brickwork for MFI and NGO grading. BWR is accredited               
by IREDA & the Ministry of New and Renewable Energy (MNRE), Government of India. Brickwork               
Ratings has Canara Bank, a leading public sector bank, as its promoter and strategic partner. BWR has its                  
corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh,              
Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations.  

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained             
from the issuer and other reliable sources, which are deemed to be accurate. BWR has taken considerable                 
steps to avoid any data distortion; however, it does not examine the precision or completeness of the                 
information obtained. And hence, the information in this report is presented “as is” without any express or                 
implied warranty of any kind. BWR does not make any representation in respect to the truth or accuracy                  
of any such information. The rating assigned by BWR should be treated as an opinion rather than a                  
recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any losses                  
incurred by users from any use of this report or its contents. BWR has the right to change, suspend or                    
withdraw the ratings at any time for any reasons 
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