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About the Company

Incorporated in 1981 by KK Jhunjhunwalla, (Their first machine PM 1 was installed in 1983 with
1940 MT production, the very same year the production was increased by 2000 MT by 2009 the
production capacity was increased to 39100 MT). Yash Pakka Limited, is engaged in the business
of specialty packaging products manufacturing and trading in specialty papers and Moulded
(Tableware) products. Their manufacturing plant is located in the Faizabad district of Uttar
Pradesh, one of India’s largest wheat producers, facilitating the easy procurement of wheat
straw (primary raw material for paper). The company has 36 dealers; exports are being made
to more than 16 countries. Yash Pakka limited was one of the first companies to invest in
captive cogeneration. Smt Manjula Jhunjhunwalla with her elder son Ved Krishna are the key
manging partners of the business. The day to day operations of the business are looked after by
Jagdeep Hira.

Yash Pakka is a leading provider of packaging solutions in paper and compostable tableware.
The paper pulp disposable tableware market is expected to be growing at a growth rate of 6.5%
in the forecast period of 2021 to 2028. Their bagasse fiber-based products are backyard
compostable, fossil-free and low-carbon alternatives against those based on finite or petroleum-
based resources.

Products Manufacture of unbleached kraft paper including different wrapping grades (30-60
GSM) used in interleaving, bidi wrapping, matchboxes, tobacco pouches, PE coating, wax
coating, bituminisation, bangles and glassware, brassware, gum tape, among other uses;
Packaging, bag and stationery grades (60-80 GSM) are used in the manufacture of envelopes,
grocery bags, book covers, gift wrap, metallised paper and other stationery materials. The also
the manufacturers of Bleached MG poster paper (30-80 GSM) used in the pharmaceutical
industry and FMCG industry with usage in soaps, detergents, food packaging, tea, sugar and
salt sachets, cigarette inner liners, tube light packaging. These grades are also used as base
paper for thermal, chromo and metallised grades, PE coating, foil lamination and wax coating
are other uses for the MG poster grades. They area also the manufacturers of coloured like
orange grades (48-80 GSM) which are used in envelopes and book covers: golden shade (32-
40 GSM) is used in envelope and wrapping grades.

The company has a integrated pulp mill produces bleached and unbleached pulp grades from
agro-based raw material, total capacity: 130 TPD. This backward integration reduce
dependence on purchased pulp. The company focuses to enhance the sale of unused pulp.



The company has two power plants; one with an output of 2.5 MW and the other with an output
of 6 MW; (two plants having extraction-cum-condensing turbines and rice husk-based FBC
boilers). Both with extraction-cum-condensing turbines and rice husk-based FBC boilers. A
chemical recovery plant with capacity of 145 MT BD Solids. 14-TPD moulded products
capacity across 11 lines.

The Company’s customers comprise major QSR chains and restaurant and hospitality players,
such as Starbucks, Pizza Hut, KFC, Café Coffee Day, McDonald’s, Social, Flurys,
Haldiram’s, Chai Point

Quality Measures of the Company

Cost Structure of Raw Materials

Raw materials and power constitutes the major cost, accounting for around 55-60% of
the total costs. The paper industry faces a demand-supply mismatch, resulting in price rise.
The cost of pulp has been rising after the global slump, reaching an all-time high of USD 974
per ton as on 2009 (Source: CMIE). Moreover, an earthquake in Chile recently disrupted pulp
supplies of about three million tonnes, resulting in an increase in price of pulp globally. US
government withdrew a subsidy of USD 125-150 per ton for the treatment of black liquor
(generated during pulp manufacturing), which is a harmful effluent and by-product of kraft
paper manufacture. The withdrawal of the subsidy discouraged wood use for pulp manufacture,
boosting the demand for its alternative - waste paper. As per CRISIL estimates, the domestic
prices of paper are expected to increase over 2010-11 and 2011-12. The manufacturers are
increasing capacity significantly, adding about 1.5 to 2 million tons between 2008 and 2012.
most of which are in the writing and printing segment. Paperboard prices are likely to increase
by 10-12%, owing to lower capacity additions and higher demand

growth.

Market Dynamics



Global paper and paperboard production stood at around 380 million tons in 2008, the US
leading with over 100 million tons and accounting for nearly a third of the world’s production.
With a large number of paper production capacities shutting down in North America and
growing capacity creation in Asia (especially China), the latter accounts for over a third of
global paper production, while Europe and North America account for about 30% and 25%
respectively. Interestingly, even as per capita paper consumption in the US is 300 kg, it is 35
kg in Asia, implying excellent growth prospects. Paper demand is unevenly distributed as 72%
of the world's paper is consumed by 22% of the world's population — in the US, Europe and
Japan (Source: wrm.org.uy). The world demand for the material is expected to grow by around
3% annually, reaching an estimated 490 million tons by 2020, with significant growth coming
out of Asia and Eastern Europe (Source: pulpandpaper.net).. China is now the world's second-
largest household paper consuming nation The Rs. 25,000-crore Indian paper industry accounts
for about 1.6% of the world’s paper and paperboard production even though the country
accounts for nearly 16% of the global population. The Indian paper industry’s market size has
been estimated at Rs. 321 billion, growing at a CAGR of 10.5% from around Rs. 195 billion
in 2003-04 to Rs. 321 billion in 2008-09. In 2009-10, the country produced 9.18 million tons
of paper, growing at an average 6-7% compared with 2% growth in developed countries
(Source: Assocham). The paper industry growth is forecast at 8.4% annually, touching 11.5
million tons in 2011-12 and 15 million tons by 2015

In India, paperboard accounts for nearly 47.3% of the total market size, followed by writing
and printing paper (29.6%), newsprint (19.5%) and speciality paper. India’s per capita paper
consumption grew 10.6% in 2009-10 (from 8.3 kg in 2008-09 to 9.18 kg) compared with 42
kg in China and 350 kg in developed countries. A number of European and US paper mills are
shutting down owing to overcapacity and cost issues, an attractive export opportunity for Indian
paper mills. Besides, Indian paper manufacturers, utilising agriculture-based raw material,
possess a sustainable growth opportunity on account of growing environment consciousness

Packaging industry: The Rs. 77,570-crore Indian packaging industry (as on April 2010) grew
around 15% year-on-year (Source: Indianpackagingshow.com). The paperboard market size
was about Rs. 120 billion in 2009; demand grew at a 3.4% CAGR from 3.7 million tons in
2004 to 4.4 million tons in 2009 (Source: CRISIL Research), riding a growth in the
pharmaceutical, cigarettes, textile, FMCG, consumer durable and retail segments.

Demand and supply: Domestic paper demand grew steadily at a CAGR of 6.5% — from 6.8
million tons in 2003 to 9.3 million tons in 2009 (Source: CRISIL Research). With rising
economic growth, share of the paperboard segment in total demand has increased. The
paperboard segment accounts for around 47% of demand, while the writing and printing,
newsprint and speciality paper segment accounts for nearly 30%, 20% and 3% respectively. It
is expected that by 2014, paperboard demand will grow at a 7% CAGR due to a healthy growth
in industrial production and recovery in the consumer goods sector. Demand for writing and
printing paper is expected to grow 6.5% CAGR, driven by the government’s thrust on
education and overall economic growth.

Production: The Indian paper industry is fragmented; the top five producers accounting for
around 20-22% of the total Indian paper capacity. In 2009, the annual operating capacity was
9.1 million tons and annual production was 7.4 million tons, and with currently undertaken
expansions, another 15 lac tons is expected to be added by 2012 (Source: CRISIL Research).



Owing to rising bagasse prices, the Company shifted its raw material mix to wheat straw (83%
of requirement), gunny bags (4%), softwood pulp (3%) and bagasse (10%). The Company is
advantageously situated in Faizabad in eastern Uttar Pradesh, a locational advantage vis-a-vis
sourcing of raw materials, which are sourced from within a 200-km radius of the mill, at a cost
lower than in other parts of India. The Company enjoys strong relationships with raw material
suppliers and farmers, facilitating economical and timely procurement.

Indian Paper Industry (today)

The Indian paper industry is estimated to be about 20 metric tonnes per annum (MTPA), of
which carton boards and container boards (corrugated boards) constitute the largest share (55
percent), followed by writing and printing paper (25 percent), specialty paper (10 percent) and
newsprint (10 percent).

The industry is expected to average an annual growth rate of 8-9 percent over the next five
years, led by robust growth in packaging grades. Within carton boards, the consumer packaging
segment (40-50 percent of total paperboard volumes), is expected to clock 8.5-9.5 percent
CAGR in the same period, driven by increased volumes in end-user segments such as
household appliances, FMCG products, readymade garments, pharmaceuticals and e-
commerce. “A stronger-than-anticipated growth in e-commerce sales due to increasing safety
and hygiene consciousness, healthy double-digit growth in domestic pharmaceutical sales, and
revival in consumer durable sales are driving demand for packaging paper,” a report from
CRISIL. The industry is struggling due to cheap paper / pulp imports from China and ASAN
countries.

What’s changing

China banned waste import into the country hence the cost of pulp production has become
expensive. At the same time many European countries are now using their waste for captive
consumption.

Red Flags / Risks

(Liquidity Crisis)



Due to liquidity constrains the company changed key raw material from wood fiber to wheat

straw.
(Source:- 2010 Annual Report)

Promoter Pledge

100% of the promoter holding is pledged. C

Shut Down and Maintenance:- PM 3: The capacity utilisation of our Paper Machine 3 declined
from 61.85% in 2008-09 to 51.17% due to the MG cylinder coating and grinding which
warranted machine shutdown for 45 days. The business loses significant volumes when they
go for maintained / shutdown.

Industry Contraction:- The industry contracted slightly over few years, primarily due to the
shift to digital media and paperless communication across most developed economies.

Share Warrants:- Promoter Ved Krishna allotted share warrants to himself during the year
2016 at the price of 15rs per warrant. 75,40,000 equity warrants were issued aggregating to
*11.31/- crores.

In Dec 2015 Filling Director and Promoter Ved Krishna Held 12.4% of the company. His
stake and other promoter’s stake was 100% pledged.



Ved Krishna Allotted warrants to himself and got his stake increase from 12.4% to 31.14% in the company.
Total warrant allocation money was 11.31 crores. Since we all know that the warrants offer a 18 month
window to convert the warrants to equity shares. The allotee can pay only 25% cash upfront to get the
warrants and the balance has to be paid at the time of conversion.

In the next reportable quarter.

By March 2016 reportable quarter Ved Krishna had converted 2130000 warrants to equity
shares by paying the balance 75% of 15 Rs which was 11.25 rs per share and saw his
shareholding increase from 12.4% to 18.66%. Since at 12.4% holding his 100% shareholding
was pledged at 18.66% pro rata basis his pledge came down to 61.72%.

Next June reported quarter 2016



Converting via the same route his pledge dropped to 42.7% and his holding increased to
24.9%.

By September 2017 reportable quarter

Shri Ved Krishna again pledged the shares taking loans in his personnel capacity and penalizing
the common shareholders as issuing warrants to himself increased his shareholding in the
company and reduced the public shareholders holding down from 65.34% to 51.35%. The
business had a book value 56 Crores in 2017 with a Debt of 124 crores which is 2.2 : 1 Debt to
Equity Ratio. Shri Ved Krishna did not face much issue to pledge these shares and get a loan
for himself as the price of the stock (i.e its market cap was rising)

Rather Ved Krishna never bought any stake in the company. He initially inherited 8.92 stake
in the business. Further on Yash Krishna gifted his entire stake to Ved Krishna increasing his
stake to 12.4% from a family settlement which happened in 2014. Yash Krishna is younger
brother of Ved Krishna.



The management capitalized the interest cost for the tableware segment as it is their debt to
equity is on higher stretched side.

Extravagant Salary Hikes of Shri Ved Krishna even when business was making losses.

2014-15

b} Price Earnings ratio of the Company: The Price
Earnings Ratio was not applicable as at March
31, 2015 due to negative earnings per share as
compared to 6.14 as at March 31, 2014.

2015
The company had an exceptional loss of 15.47 Crore. Details as under

A sum of "15,47,59,000 had been recognised as income accrued during the period from April, 2007 to
December, 2012 based on the Emission Reduction Purchase Agreement (ERPA) with Belgian State for sale
of CERs (Certified Emission Reductions) generated from the 6 MW Co-generation Power Plant Project
registered as CDM (Clean Development Mechanism) with UNFCCC (The United Nations Framework
Convention on Climate Change). The Belgian State has terminated the ERPA due to non-delivery of CERs.
Consequently, the receivable aggregating to "15,47,59,000 as recognised in earlier years in this regard has
been written off and the same has been disclosed as “Extraordinary Item” in the Statement of Profit and
Loss.

This reduced the reserves of the business but still Ved Krishna got a salary hike for the year from 23.33 lakhs
to 35.80 lakhs again a jump of 53%.

2016

Profit 3 Crores

Ved Krishna Salary again increase by 17.5% from 35.8 lakhs to 42.07 lakhs which is 14% of
current year’s profits.



2018
Profits increased from 8 Crore to 12 Crore an increase of 50%
Ved Krishna Salary increased from 42.07 lakhs to 70.11 lakhs increase of 67%

Mr. Ved Krishna has a team of professionals such as Mr. Jagdeep Hira (Managing Director &
CEO) who is currently looking after day to day operations of the company. Mr Ved Krishna
does not even look at the day to day operations of the company vs the level of salary hej
windthrow’s from the business

Credit Rating Shopping

The company seems to have been doing credit rating shopping. They get their debt rated once
a year and that too keep switching to other rating agencies

The company delays and keep switching credit ratings. First they moved out of Crisil to
Brickwork and now they are not cooperating with Brickwork Either.

Advisory as on 10 Mar 2022
Yash Pakka Ltd.

Brickwork Ratings had last reviewed the rating of Yash Pakka Limited (the company) at BWR
BBB/Stable/A3+, on 9 March 2021 for the bank loan facilities of Rs.330Crs. The rating has
become overdue for surveillance now and a review is under process.

As more than 12 months have lapsed since the last rating, BWR hereby informs that it has not
been possible to review the raiing within the stipulated time, mainly due o non-receipt of
essential information and discussions required for review.

Management Promises Does not Deliver

QI Presentation 2021



Q2 Presentation 2021

Q3 Presentation 2021

No intimidation of what was spoken about in Q1 and Q2 to be discussed in Q3

Stretched Working Capital

The company has a stretched working capital cycle. The main reason for this is the slow moving
inventory. Inventory and hence the working capital cycle is stretched from 1 to 2 years which
kind of explains the high debt requirement for the business in spite of not doing any significant
capex in last 10-12 years.



Management Ignorance towards Shareholders

They say they have started working on the de pledging of shares. And till Date 9.5.22 the shares are 100%
pledge. And we have seen in the report what the management has done with loans and pledges. They also
mentioned in the concall that these pledge are for expansion. But stated above the fixed asset / net block of
last many years. Hardly any capacity expansion done. More or less their capacities have remained same
from last 10 years. In-fact they capitalized some interest cost so as to get more loans for future expansions
as per info of credit rating reports.

(Source Dec 2020 Concall)

Numbers In Metric Tons

Year 2010 2013 2014 2015 2016 2017 2018 2019 2020 2021
Paper 26505 31729 34818 37975 | 35981 | 35794 | 35734 | 38897 | 43016 32184
Saleable Pulp 3153 4050 5663 4553 5088 7429 7428

Pulp Realization 19819 26641

Exports 2384 6967

Employees 384 336 363 326 385 426 450 462
Moulded Products 1150 1209 1072

Stagnation of business as capacity utilization is high. Company plans to do expand capacity.

Capex to address the stagnant scale but stabilisation risks to remain - Since the
plants are operational at almost full capacity, scale of operations has remained stagnant
over FY17-FY21. The company reported operating income of Rs. 254.18 Crs during
FY20 against Rs. 253.42 Crs during FY19. YPL reported revenue of Rs. 132,72 Crs in
9MFY21, partially impacted by Covid-19 induced lockdown. With a capex towards
additional capacity of 50,160 TPA, the scale is likely to improve over the medium term,
though stabilisation of large capacily may take time.

Total cost of the project is estimated to be around Rs. 241.77 Cr which will be funded by debt
of Rs. 181.32 Crs and rest will be from the promoters either in the form of equity or unsecured




loans. The projected capacity is expected to get operationalised starting FY23. Since it will
take at least 12-15 months to complete the capacity expansion, change in market dynamics over
the period will play a key role in the successful ramp up of the enhanced capacity

(Source: March 2021 Credit Rating)
Financial Analysis

10 Year view of the financials of the company.

The company has able to increase its sales from 109 Crores in 2012 to 252 Crores (a cagr rate
of 11% from 2012 to 2020). The company faces a sales decline in 2021 with a drop to 184
Crore in 2021 (where 2 qtrs had lock down effects). The sales have further escalated to 268
crores in the trailing twelve months. The company has had fluctuating operating margins. The
same saw a drop from 17% to 15% in 2014 to again flock down to 14% in 2016 and again
going up again to 17 and 19% in 2017 and 2018 with it again cooling off to 18% in 2021 and
to 24% in trailing twelve months.

Credit ratings affirm the risk of cyclic nature of the business. The fluctuations of raw material
cost the in availability of raw materials hurts the margins from time to time.



2014

The management stated that the company faced
raw material issues and highlighted the same in
their reports in 2014. The company increased the
focus on bagasse as the primary raw material for
manufacturing pulp owing to its better
availability, cost-effectiveness and higher yield
as compared to wheat. Procured bagasse in the
form of bales, rather than loose, and stacking
them up to a height of 70 feet to reduce damage
over time. Entered into tie-ups with sugar mills
from Bihar and Uttar Pradesh for procurement of
bagasse. During the year the company stocked
bagasse for the full year to avoid raw material
disruptions.

(Source: Jan 2020 Credit Rating)

The transportation cost, wood prices, waste paper disparity due to rupee / dollar fluctuations
put pressure on the margins the company made during the year. Due to the lack of plantation

activities the quality of timber used deteriorated.

2016

The reason for slippage of operating profits for the business were the rise of raw material prices.
The company set up an 11.5 TPD capacity for Table wear (disposable) unit in its existing unit
(a Brown Field Capex) which they planned to scale up to 23 TPD by 2019. The management
put up their efforts to understand the table wear market thought the year. As per the reports the
projected size of the Disposable tableware products markets was expected to reach 3800 Crores
by 2020. The management got in their new bagasse table wear products division from a reputed
Chinese vendor. (Name not mentioned in reports). The company invested Rs 54 crore for the
project. The plant made sense as the internally produced bagasse as well as the availability of
power and other utilities will ensure raw material security would enable to sustain production
with high levels of cost predictability. The company started selling these products under CHUK



brand. Also during the year the company did a lot of trials to launch new grades of paper. With
CHUK https://www.chuk.in/ the company was targeting the replacement market for disposable
table wear from Styrofoam and plastic tableware with compostable and non-carcinogenic
tableware. Made from agri waste (sugarcane), these natural products are suitable for use in
microwave ovens without adversely impacting human health. Chuk’s production capacity is 7-
8 lakh units a day, which can be scaled up to 40 lakh pieces a day. It has already tied up with
select vendors such as Devyani Group’s ‘Vaango’ quick service restaurant, ‘Paradise Biryani’
in Hyderabad and ‘Bitto Tikka Waala’ in Delhi. Since these products are made out of fully
compostable bagasse pulp, they are lightweight, flexible and strong, can also withstand
microwave heating.

2018

The company automated the complete operations of the pulp mill which helped us in enhancing
quality on one hand and enhance productivity on the other. Enhanced the production capacity
of PM3 by 785 MT tonnes during this year. The management focused on new variants,
enhanced quality of the existing, which helped to strengthen the average realisations.
Optimized raw material consumption through reengineering the input mix without
compromising the output quality; reduced power consumption; initiated cost saving measures
in waste management which significantly saved cost and hence improved margins. Paper is
usually made from Wood Based Pulp but here the company focuses on bagasse which is a bi
product of sugarcane.

Recent Price Hikes in the industry.

Coal, chemical, transportation costs have increased for all the mills. Due to the shortage of
waste paper, the prices of recycled paper manufactured by grade B&C mills have gone up
significantly and the increase is much more pronounced than the hikes taken by Grade A mills.
The uptick in demand and inflationary trend has led to higher than normal demand at distributor
level.

Expansions

Expansion of capacity in moulded products business by about 25% to 14 TPD through the
installation of 8 new lines and growth in its integrated pulp mill capacity by about a fifth to 160-
TPD to ensure inhouse pulp production for meeting the increased paper and moulded products
capacities is under process. Company has planned 50 TPD Pulp Drying, 50 TPD Franchised
Moulded production and 100 TPD Flexi pack base with an investment of Rs 200 Cr by FY23. The
company has given a road map for them to be able to get 400 crores of PAT by FY 25-26. The
company plans to setup pulp mill outside India with 200/250 TPD bagasse capacity. The source
of funding for the said projects would be 200 Crore of Debt and balance through equity dilution.

Expansion of Tableware Production :-

The company plans to do a capex of 80 crore in its plant (a brown field expansion) for its
table ware products. Out of 80 Crore project cost rs 56 Crore will be funded via debt and
balance would be by internal accruals. Hence capitalizing the earlier interest cost was a must

to get improvements in the debt metrics of the business.
(Source: Jan 2020 Credit Rating)



Future Road Map given by the company

The Companies GOAL 2025



