
  
 
RATING RATIONALE               26 May 2020 

 

 

 M/s Sangal Papers Limited  

 

 

Brickwork Ratings reaffirms the ratings for the Bank Loan Facilities of ₹20.14 Crores of M/s               

Sangal Papers Limited. 

  

 

Particulars: 

 

 

Facility 

 

Amount (₹ Crs)  

Tenure 

Previous Rating 

(Mar 2019) 

Rating 

Present* 

Previous Present 

Fund Based 

Cash Credit 

Term Loan 

 

16.00 

4.50 

 

16.00 

2.44 

 

 

Long 

Term 

 

  

  

BWR BBB- 

(Stable) 

Reaffirmed 

 

  

BWR BBB- 

(Negative) 

  Reaffirmed 

  

Non Fund Based 

ILC/ FLC 

Bank of Guarantee 

 

1.50 

0.20 

 

1.50 

0.20 

Short 

Term 

BWR A3 

Reaffirmed 

BWR A3 

Reaffirmed 

Total         22.20 20.14 

 

INR TWENTY CRORES AND FOURTEEN 

LAKHS ONLY 

 

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings 

**Annexure-I provides details of bank wise facilities 

 

 

RATING ACTION / OUTLOOK  

BWR has reaffirmed the rating of M/s Sangal Paper Limited to BWR BBB- (Negative)/A3 deriving its                

strength from the experience of the management, Improvement in scale of operations, improvement in              

financial risk profile as marked by comfortable Tangible Net worth, Low gearing ratio and Average debt                

protection metrics and healthy Capacity utilization and good profit margin levels. However the rating is               

constrained by the Profitability exposed to volatility in the raw material prices, Intense competition and               

fragmented industry, environmental and regulatory risks and intensification of Covid-19 on the working of              

the company.  

http://www.brickworkratings.com/


  
 
The Outlook of the company is changed from “Stable” to “ Negative” due to the anticipated steep decline in                   

the profit margins FY20 and projections thereof for FY 21 as provided by the management. Also, due to the                   

uncertainties in global macroeconomic development, slowdown of economic growth in developing countries,            

the expected weak demand of the paper due to general downtrend in the industry as a whole. Further, due                   

to the impact of the booming Internet and new media, the product structure of the paper industry will                  

confront the pressure of profound adjustment. The widespread adoption of new media and paperless reading               

has led to a shrinking demand for printing & writing paper as well as newsprint. 

 

 

KEY RATING DRIVERS 

 

Credit Strengths:  

 

1. Experienced Promoters: The management of the company includes six directors namely, Mr.            

Himanshu Sangal - Chairman & Managing Director, Amit Sangal - Director - Finance & CFO,               

Tanmay Sangal - Director, Vinayak Sangal - Director, Prem Sethi - Director, Geeta Gupta - Director.                

With their extensive experience and knowledge of the industry, they are able to maintain long term                

relationships with their clients and suppliers. 

 

2. Improvement in scale of operations: The total operating income of the company has increased              

from Rs. 119.93 Cr in FY18 to Rs. 148.52 Cr. in FY19. Till Feb, 20 , the company has achieved the                     

total revenue of Rs. 125.72 Cr.  

 

3. Improvement in financial risk profile: The financial risk profile of the company has improved              

over the years as evidenced by decrease in gearing ratio from 0.80 times in FY18 to 0.58 times in                   

FY19. The tangible net worth stood at Rs. 30.92 Cr. in FY19. The debt protection metrics has also                  

improved with an ISCR of 5.42 times in FY19 as against an ISCR of 3.57 in FY18 and DSCR of 3.41                     

times in FY19 as against 1.91 times in FY18. 

 

4. Healthy capacity utilization levels and Profit margin levels: The capacity utilization           

remained healthy at 100% in FY 2019 as against 78% in FY 2018. The company’s profitability                

margins have also remained at a good level as is evident from the OPM and NPM of 6.43% and 4.13%                    

respectively in FY 2019 

 

Credit risks: 

1. Company is a price taker not the price setter: The company is a manufacturer of newsprint                

and writing printing paper, the prices of news print are decided by the international market and                

publishers of newsprint (buyers). Large manufactures play the role of price setters, they decide the               

prices quarterly on the basis of availability of indigenous as well as imported newsprint paper in the                 

market. Other companies have to follow the price set by the large manufacturers. Operating margin               

remains susceptible to volatile raw material (waste paper) prices, which are linked directly to              

international prices. Any adverse fluctuation in raw material prices can impact profitability and will              

impact the overall credit risk profile. 

2. Intense competition and fragmented industry: The firm faces stiff competition from other            

small and unorganised players in the industry, which limits its bargaining power with customers and               

suppliers, and hence, exerts pressure on its margins. Also, due to the impact of booming Internet                



  
 

and new media, the product structure of the paper industry will confront the pressure of profound                

adjustment. The widespread adoption of new media and paperless reading has led to a shrinking               

demand for printing & writing paper as well as newsprint. Whilst demand for printing, writing paper                

and newsprint is decreasing globally, the internet and e-commerce business model has driven the              

rapid expansion of the express delivery business, and the demand for packaging paper is expected to                

increase steadily. 

 

3. Environmental and Regulatory risks posing threat to the industry: The production of            

paper emits various pollutants as a part of the manufacturing process. This has been a cause of                 

concern and the pollution control boards are introducing stricter norms day after day to contain the                

level of pollution caused by this industry.  

4. Impact of Covid- 19: With more intensification of COVID- 19 pandemic, Forest, paper and              

packaging manufacturers will likely face fluctuations in demand with potentially disruptive effects            

on production and revenues. Stockpiling of certain paper products by consumers seeking to allay              

their concerns about shortages may cannibalize future demand. Lastly, capital-markets and           

commodity-price turmoil could become a challenge for forest, paper and packaging companies. 

 

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA  

For arriving at its ratings, BWR has applied its rating methodology as detailed in the Rating Criteria detailed                  

below (hyperlinks provided at the end of this rationale). 

RATING SENSITIVITIES 

Going forward, the ability of the company to improve its scale of operations, profitability margins, overall                

credit risk profile and efficiently manage its working capital requirement would be the key rating               

sensitivities. 

Positive : The rating outlook may be revised to positive if the company is able to significantly improve its                   

profitability and also substantially improve its order book. 

Negative : The rating may be downgraded if there is a delay in debt servicing, substantial decline in                  

revenues and deterioration in the liquidity profile of the company. 

 

LIQUIDITY POSITION (Adequate) 

Cash and cash equivalents are Rs. 0.28 Cr for FY 19. The Current ratio of the company is above the                    

benchmark at 1.52 times and gearing ratio of the company is comfortable at 0.58 times for FY 19. The debt                    

protection metrics are also comfortable at ISCR at 5.42x and DSCR at 3.41x for FY 19. The current portion of                    

Long Term debt for FY 19 is 0.97 Cr and Net Cash accruals (PAT+Dep.) for FY 20 is 2.97 Crs. Average credit                      

utilization for the last 6 months as per the banker’s feedback is 80 %.  

Therefore, the overall liquidity position is adequate. 



  
 

COMPANY PROFILE 

Sangal Papers Ltd (‘SPL’ or ‘the Company’), incorporated in 1980 ,is a family concern having six                

Directors.The company is situated at 22 KM, Meerut-Mawana Road, Mawana - 250401, Dist. Meerut, U.P.               

Sangal Papers Ltd. is engaged in the manufacturing of Newsprint, Writing & Printing Papers with installed                

capacity of 33000 MT. The Capacity Utilization in FY19 was around 100%  

 

KEY FINANCIAL INDICATORS (Rs in crores) 

Key Parameters Units 2019 2018 

Result Type  Audited Audited 

Operating Income ₹ Cr 148.52 119.93 

EBITDA ₹ Cr 9.55 5.83 

PAT ₹ Cr 6.14 2.60 

Tangible Net Worth ₹ Cr 30.92 24.74 

Total Debt/Tangible Net Worth Times 0.58 0.80 

Current Ratio  Times 1.52 1.35 

 

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED: None 

 

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY : NA 

RATING HISTORY FOR THE LAST 3 YEARS (INCLUDING        
WITHDRAWN/SUSPENDED) 

Instrument 

/Facility 
Current Rating (2020) Rating History 

 
Type 

 

Amount 

(₹ Crs) 
   Rating 23/03/2019 22/02/2018  20/03/2017 

Fund Based 

Cash Credit 

Term Loan 

 

Long 

Term 

 

16.00 

2.44 

 

 BWR BBB- 

(Negative) 

Reaffirmed 

  

 

BWR BBB- 

(Stable) 

Reaffirmed 

 

  

BWR BBB- 

 (Stable) 

Upgraded 

 

BWR BB+ 

Stable 

Upgraded 



  
 

Non Fund Based 

ILC/FLC 

Bank Guarantee 

Short  

Term 

 

1.50 

0.20 

 

BWR A3 

Reaffirmed 

BWR A3 

Reaffirmed 

 

BWR A3 

Upgraded 

 

BWR A4+ 

Upgraded 

Total   20.14 INR Twenty Crores and Fourteen Lakhs Only. 

BWR had assigned initial rating to BWR BB (Stable)/A4 on 9th Mar, 2016 

 

COMPLEXITY LEVELS OF THE INSTRUMENTS 

For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf 

 

Hyperlink/Reference to applicable Criteria  

● General Criteria 

● Approach to Financial Ratios 
 

Analytical Contacts Investor  and Media Relations 

Sanskriti Jain 

Lead Analyst 

B : +91 11 2341 2232 

anshul.n@brickworkratings.com 

 

 Satvinder Kumar Gakhar 

Associate Director - Ratings  

B : +91 11 2341 2232 

satvinder.g@brickworkratings.com 

 

Liena Thakur 

Assistant Vice President - Corporate Communications 

+91 84339 94686 

liena.t@brickworkratings.com 

  

  

 

 

 

 

 

 

 

 

 

 

http://www.brickworkratings.com/download/ComplexityLevels.pdf
http://www.brickworkratings.com/download/Criteria-GeneralCriteria.pdf
http://www.brickworkratings.com/download/Criteria-FinancialRatios.pdf


  
 

M/s Sangal Paper Limited 

 ANNEXURE I 

Details of Bank Facilities rated by BWR 

Sl. 

No. 

Name of 

the Bank 

Type of Facilities Long Term 

{(₹ Cr) 

Short 

Term 

(₹ Cr) 

Total 

(₹ Cr) 

1. State Bank  

of India 

Cash Credit 

Term Loan 

16.00 

2.44 

     -  

 

18.44 

ILC/FLC 

Bank Guarantee 

 1.70 1.70 

                                 TOTAL 20.14 

INR Twenty Crores and Fourteen Lakhs Only  

 

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 

 


