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Flexituff International Ltd. (FIL) – IPO Note                                                        23rd  September, 2011 
 

 

FIL is engaged in manufacturing of FIBC, Geo-Textile Fabric and Ground 
Cover, Reverse Printed BOPP Woven Bags, Special PP Bags including Leno 
Bags. The company has fully integrated manufacturing facilities at Pithampur, 
Kashipur and has acquired extruded reclosable plastic manufacturing facility 
at USA. FIL enjoys the merit of having the largest manufacturing capacity of 
25,000 MT as on FY11 in India. The company exports to around 30 countries 
across the globe and are present in four continents with major thrust of 
exports being to USA and Europe. The company on account of its technical 
competencies, ISO certifications like Det Norske Veritas (DNV) for quality and 
British Retail Consortium(BRC)and American Institute of Baking for global food 
safety packaging standards and consistent quality to service client 
requirements has helped it to win repeat orders. The company has marquee 
clients like Hindustan Unilever and B.A.G. Corp USA. Recently, it 
manufactured 35 miles of 100 ft long, four and six feet tall Trap bags chains for 
AmeriGlobe USA. They were used as Container Barrier System for flood 
protection at different flood locations – Fargo, North Dakota and Lafayette, 
Los Angeles for Red River and Mississipi River. 
 

The company’s consolidated revenues and PAT have grown at a healthy 
CAGR of 37.9% and 59.7% respectively over the period FY08-FY11. Over the 
same period, the company witnessed improvement in OPM by 100 bps to 
touch 13% in FY11 owing to addition of value added products. On the other 
hand, PAT margins improved by 400 bps on a yoy basis to touch 5.4% in FY11. 
This was on account of lower interest payout with respect to repayment of 
debt. As on FY11, the company’s debt/equity ratio improved to 1.8x as 
compared to 3.8x in FY10.  In addition, tax liability was lower owing to MAT 
credit entitlement for Asst. Yr 2011-12 of Rs. 14mn.  This led to increase in ROE 
by 1,300 bps to touch 18.6% in FY11.  
 
 

Financial summary (Consolidated) 
Y/e 31 Mar (Rs. mn) FY11 FY10 FY09 
Total sales 5,779 3,211 2,614 
OPM (%) 13 12.8 13.5 
Reported PAT 310 46 79 
PAT (%) 5.4 1.4 3.0 
Adjusted Profit (on account of changes 
in  accounting policies) 

337 59 69 

Equity Capital  172 115 113 
Networth 1,640 806 690 

Post Issue EPS(Rs) on adjusted PAT 15.5* 2.1 3.6 
P/E(x) on post issue EPS  10 - - 
Pre Issue EPS (Rs.) 19.6 - - 
P/E(x) on pre issue EPS 8 - - 
Debt/Equity (x) 1.8 3.8 2.8 
RoE (%) based on Reported PAT 18.6 5.6 11.7 

  Source: RHP, * on post issue equity shares 

 
 

Issue date  29th Sept, 2011 – 5th Oct, 2011 

Issue size Rs. 979 – 1,046mn  

FV Rs. 10 
Price Band  Rs.145-155 

Lot size 40 shares 

Fresh issue 4.5  mn equity shares 
Offer for sale 2.25 mn equity shares 
Issue structure 50% - QIBs 

35% - Retail 
15% - Non Institutional Bidders 

Equity shares 
prior to issue 

 17.2  mn 

Equity shares 
post issue 

 21.7 mn 

Post issue 
market cap. 

Rs. 3,364 mn 

Promoter and 
Promoter group 

Kalani Industries 
Miscellani Global Private 
Limited 
Sanovi Trading Private Limited 
 

Key 
Management 
Personnel 

Mr. Manish Kalani - Director 
Mr. Saurabh Kalani - COO 
Mr. Mahesh Sharma- CEO 

IPO Grading Grade 3 by CARE,  indicating  
average fundamentals 

BRLM Collins Stewart Inga 
Registrar  Link Intime India Pvt. Ltd. 

Shareholding (%) Pre Issue Post Issue 

Promoters 32.75 25.97 

Clearwater Capital 
Partners  Ltd. (Cyprus)  

26.07 10.3 

Others 41.18 63.73 

Total 100 100 
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Peer Analysis 
Company CMP/Price band (Rs.) FV (Rs.) EPS (Rs.) P/E(x) Book Value (Rs.) RoNW (%) 

Flexituff International Ltd.              145-155 10 15.5 9-10 108 18.6 
Jumbo Bag Ltd. 18 10 0.76 24 22 4.3 
Emmbi Polyarns Ltd. 13.9 10 1.56 9 29 4 
Source: BSE, NSE, CMP as on 22nd September, 2011 

Objects of the issue 

The issue comprises a fresh issue by the company and offer for sale by the selling shareholder, which constitutes 
33.3% of the issue size. 

Offer for Sale: The equity shares forming part of the offer for sale were issued in favor of the selling shareholder 
(Clearwater Capital Partner (Cyprus) Ltd.) pursuant to conversion of fully convertible debentures. The selling 
shareholder has been authorized the offer for sale of up to 22,50,000 equity shares held by it as part of the issue.  

Objects of the fresh issue: 

Particulars Amount (Rs. in mn) 
Expansion of manufacturing facilities at SEZ and DTA units at Pithampur 189.3 
Setting up of Dripper Project at Kashipur 80.9 
Working capital requirements 250.0 
General corporate purposes - 
Total - 
Source: RHP 
 

Issue summary 

Issue Size (Equity shares) 6,750,000 (Dilution – 31.09%)  
Fresh Issue  4,500,000 (Dilution – 20.73%) 
Offer for sale (upto) 2,250,000 (Dilution – 10.36%) 
Allocation  
QIB Portion Not more than 3,375,000 equity shares 
Non – Institutional portion Not less than 1,012,500 equity shares 
Retail  portion Not less than 2,362,500 equity shares 
Source: RHP 
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Capital structure 

Category Pre issue – no. of 
shares 

% holding Post Issue – No. of 
shares 

% holding 

Promoters 5,637,820 32.75 5,637,820 25.97 

Clearwater Capital 
Partners (Cyprus) Ltd. 

4,486,592## 26.07 2,236,592 10.30 

Others     

-Bodies corporate 6,847,075 39.78 6,847,075 31.53 

- Individuals 240,623 1.40 240,623 1.11 

Public Issue (Fresh issue 
+ Offer for sale) 

- - 6,750,000 31.09 

Total 17,212,110 100 21,712,110 100 

Source: RHP, ## Clearwater Capital Partners (Cyprus) Ltd. had converted convertible debentures at Rs. 102.53 per equity share 

About the promoters 

The Promoters of the Company are as follows: 
1. Kalani Industries Private Limited 
2. Miscellani Global Private Limited 
3. Sanovi Trading Private Limited 
 
1. Kalani Industries Private Limited (KIPL) 
KIPL was incorporated under the Companies Act in the name of Kalani Asbestos Cement Private Limited on 
November 27, 1974 with the Registrar of Companies, Gwalior. Thereafter KIPL changed its name at several 
occasions the details of which are as follows: 
(a) Kalani Asbestos Cement Private Limited to Kalani Industries Private Limited on July 2, 1990; 
(b) Kalani Industries Private Limited to Prosoya Industries Limited on December 15, 1993; 
(c) Prosoya Industries Limited back to Kalani Industries Limited on March 28, 1994; 
(d) Kalani Industries Limited to Kalani Industries Private Limited on January 29, 2003; 
(e) Kalani Industries Private Limited to Kalani Industries Limited on May 2, 2003; and 
(f) Kalani Industries Limited to its present name Kalani Industries Private Limited on February 28, 2007. 
 
The main object of the company is the business of manufacturing, producing, buying and selling of asbestos 
cement building pipes, irrigation pipes, reinforced cement concrete spun pipes and other allied products. 
 
2. Miscellani Global Private Limited (MGPL) 
 
MGPL was incorporated under the Companies Act in the name of Kalsons Commercial Private Limited on August 
28, 1984 with the Registrar of Companies, Mumbai. Thereafter, the company changed its name to Kalsons 
Commercial Limited (owing to be a deemed public company under section 43A) on January 20, 1988. Thereafter, 
the word “Private” was added to the name of the company with effect from March 15, 2001. The company 
subsequently changed its name to its present name of Miscellani Global Private Limited on March 18, 2002. 



 

 
 

Regd. Off. : 101, Samarth, Off. Hinduja Hospital, LT. P.N. Kotnis Road, Mahim (West), 
Mumbai - 400 016.  Tel  : 91-22-40280400, 24460335   

mail : ajconresearch@ajcon.net   Website : www.ajcononline.com 

 
The main object of the company is the business as buyers, sellers, exporters, agents, of all kinds of commodities, 
goods, articles materials and things and for that purpose buy, sell, exchange market, pledge, distribute, or otherwise 
deal in all kinds of commodities good, articles and things. 
 
3. Sanovi Trading Private Limited (STPL) 
 
STPL was incorporated under the Companies Act in the name of Sanovi Trading Private Limited on November 19, 
1993 with the Registrar of Companies, Gwalior. The registered office of the company is situated at 11, Tukoganj Main 
Road, Indore - 452001. The main object company is to carry on the business of trading, dealing, importing, 
exporting, buying and selling of HDPE woven sacks, A.C. pressure pipes and parts. 
 

Board of directors 

Mr. Anirudh Sonpal: Chairman and Independent Director, 50 years:  

He is a fellow member of ICAI and has vast experience in the field of Internal, Management & Operational audit, 
internal controls and risk management. 

Mr. Manish Kalani: Managing Director, 42 years: He was appointed as director in the year 2002. Held the position of 
Honorary Secretary of the All India Manufacturers’ Organization and is a member of the managing committee of 
Indore Management Association. 

Mr. Pawan Kumar Jain: Non Executive Director, 54 years: 

He has a master’s degree in commerce and has 32 years of experience in the field of accounts, finance and 
taxation. He is closely associated with our group for more than two decades. 

Mr. Ravindra Chourasiya: Non Executive Director, 43 years: 

He is a fellow member of the ICAI and holds a Masters degree in Business Administration in retail from Devi Ahilya 
Vishwa Vidyalaya, Indore. He also has a Master’s degree in Commerce from Ajmer University of Rajasthan. He has 
significant experience in financial and strategic business planning, general accounting, risk management and 
commercial operations. 
 

Mr. Ashwini Sahoo: Non Executive Director, 36 years: 

He is a senior member of Clearwater Capital Partners and has been nominated by Clearwater Capital Partners 
(Cyprus) Limited on the Board. He holds an Honors degree in Mechanical Engineering from Regional Engineering 
College, Rourkela and Post Graduate Diploma in Management from the Indian Institute of Management, 
Bangalore. Prior to joining Clearwater in 2006, Mr. Sahoo has held positions with increasing responsibilities with 
Vedanta Resources and ICICI Bank. 
 

Mr. Kevan John Upperdine: Independent Director, 51 years: 

He has over 29 years of experience as a mechanical engineer and production manager. He has worked with 
Apprentice Mechanical Engineer, Bowater PLC and Euro Bulk Packaging Limited in the past. 
 
Mr. Sharat Anand: Independent Director, 51 years: He has completed his Economics Honours from Delhi University 
and holds a Masters degree in Business Administration, Delhi University. He has been a banker for over 20 years with 
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assignments overseas and in India. He has experience in capital market activities including fund management, debt 
origination, syndication and trading, forex market and enterprise risk management across diverse global markets 
and products. He was Deputy CEO and Country Treasurer, Standard Chartered Bank in India from 1993-2000 and 
held senior management positions at ABN Amro Bank N.V in India as Country Treasurer from 1990-1993. 

 
Key Management Personnel 
 

Mr. Saurabh Kalani - Chief Operating Officer, 48 years:  

He has around 26 years of experience and has been associated with the company as an advisor since 2004. Prior to 
that, he was associated with Kalani Industries Private Limited and Giltpack Limited. He was appointed as the Chief 
Operating Officer with effect from September 30, 2010. He has more than two decades of experience in the field of 
manufacturing, import, export, market development, strategic planning, production planning, financial planning 
etc. relating to Raffia Industry. He is the founder President of the Indian Flexible Intermediate Bulk Container 
Association. He was the Vice President of All India Flat Tape Manufacturers’ Association and is the member of the 
Committee of the Plastics Export Promotion Council (PLEXCONCIL). He has expert knowledge in the products 
manufactured by the company and its utilization in global market. He is a commerce graduate from Sydenham 
College, Mumbai. 
 

Mr. Mahesh Sharma - Chief Executive Officer, 49 years: 

He is a Mechanical Engineer from Shri Vaishnav Polytechnic Institute, Indore and has a master’s degree in Business 
Administration from Institute of Management Studies Devi Ahilya Vishwavidyalaya, Indore. He joined the Company 
on January 1, 2002. He has over two decades of experience in the corporate sector at various levels and has in the 
past worked with Forbes & Forbes Campbell Limited, a Tata Group Company at Ahmedabad. 
 

Mr. Ajay Mundra - Chief Financial Officer, 54 years: 

He is a fellow member of the Institute of Chartered Accountants of India, New Delhi. He joined the company on 
November 1, 2002 and has over 30 years experience in the field of corporate accounts & finance. He has earleir 
worked with various renowned business houses like Birla Group and Jhunjhunwala Group. 
 
Mr. Dinesh Kumar Sharma - Company Secretary and Compliance Officer, 34 years: 

He is a fellow member of the ICSI and a graduate in both Law & Commerce from PMB Gujarati Arts & Law College, 
Indore. He joined the company on January 1, 2007 and has more than 12 years of experience in the field of 
Secretarial, legal, Management/ Strategic Planning, Corporate Affairs, Insurance etc. Prior to joining the company, 
he worked with the Ruchi Soya Group, D & H Welding Electrodes (India) Limited, Alfavision Oversesas (India) Limited 
etc. He has experience in strategic corporate matters, private placements, listing matters, corporate restructuring 
like merger & amalgamation etc.  
 
 
 

Mr. Vinod Sharma - Chief Scientific Officer, 40 years: He is a science graduate from Chaudhary Charansingh 
University, Meerut. He heads the research and development activities at the company. He joined the Company on 
May 14, 2007. Prior to joining the company, he was acting as an independent consultant for 12 years advising 
various corporates on matters related to research and development. 
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About the subsidiaries 

Satguru Polyfab Pvt. Ltd. 
The company is engaged in the business of manufacturing, process, produce etc. or deal in reprocess of plastic 
waste to use in polypropylene, polyethylene, PVC products, etc. Satguru was incorporated as a private limited 
company under the Companies Act, 1956 in India on November 10, 1997. The company acquired majority stake in 
Satguru in the financial year 2008-09 and currently holds 78.6% of its equity share capital. The registered office of 
Satguru is situated at Shed No. 299, Sector-II Kandla Special Economic Zone, Gandhidham, Kuch, Gujarat - 380230. 
 
Step down subsidiaries 

Flexiglobal (UK) Limited  
Flexiglobal UK is engaged in the business of carrying on business of a general commercial company. It has been 
incorporated as a private limited company under the laws of the United Kingdom on August 4, 2008 bearing 
company registration number 6663662. Pursuant to the 100% acquisition of shares of the company by Flexiglobal 
Holdings Limited, Cyprus on December 01, 2009. Flexiglobal UK became its subsidiary and consequently a step 
down subsidiary of the company.  The registered office of Flexiglobal UK is situated at Murdoch House, Hemingfield 
Road, Wombwell, Barnsley, South Yorkshire. S730LY. 
 
Lakshmi Incorporated  
The company is currently carrying on its business of manufacturing and trading of extruded reclosable plastic 
profiles in the trade name “MDH Global Packaging Solutions” with its principal place of business at 2000 Connor 
Road, Suite 140, Herbon, KY 41048. Lakshmi Incorporated is a corporation incorporated in the state of West Virginia, 
U.S.A formed as per the provisions of West Virginia Code bearing Company id 0745220 with effect from January 5, 
2009. Pursuant to investment made by Flexiglobal Holdings Limited, Cyprus on October 07, 2009, Lakshmi 
Incorporated became its subsidiary and consequently a step down subsidiary of the company.  
 

Manufacturing facilities 

DTA Unit at Pithampur 
(MP) 

SEZ Unit at 
Pithampur (MP) 

R&D Centre at 
Kashipur 
(Uttarakhand) 

Recycling and 
Reprocessing Plant 
at Kandla (Gujarat) 

Unit at kashipur 
(Uttarakhand) 

Commenced operations 
in 1993-94 

Commenced 
operations in 2003-04,  

Commenced 
operations in 2007  

Acquired in FY09 plastic 
recycling unit with a 
capacity of 7,500 MT for 
producing reprocessed 
granules and 
agglomerates 

Commenced 
operations in FY10 for 
manufacturing 
reverese printed 
BOPP woven bags, 
Geo – textile fabrics, 
Leno bags &PP bags 

Currently manufacturing 
FIBC/HDPE bags with a  
capacity of 12,800 MT 

Fully integrated 
ISO9001:2008 & Food 
Grade certified state of 
art technology unit for 
manufacturing FIBC 
with a capacity of 
12,200 MT 

~15,000 sq. ft unit with 
fully equipped three 
different laboratories 
for chemical, polymer 
and compounding 
quality assurance and 
related activities 

 Capacity of 16,000 
MT having fiscal 
benefits upto FY18 

Source: RHP 
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Product profile 

a) FIBC (Jumbo Bags): 
Jumbo bags are giant size bags in drum or box shape and are internationally known as Bulk bags or Big bags or 
Flexible Intermediate Bulk Containers. These bags are made out of high tenacity UV stabilized Nylon or 
Polypropylene or HDPE fabric with four corner loops for easy handling at all points. The capacities of these bags 
range from 0.5 MT to 2 MT depending on the bulk density of the material.  
 
Industry application: FIBCs have a very vast use. It is mainly used as a labour-saving device by various industries to 
package materials in bulk and enables mechanical handling. Thus, various products right from sand and waste 
products, aggregates, cement, chemicals, minerals, food products, grains, cereals, fruits, vegetables, beans, sugar, 
salt, plastic, carbon, fertilizer etc are being packed in various kinds of FIBCs. There are different types of FIBC bags 
which are manufactured by the company at its units, which are as follows: 
 

b) Conductive Type-C Bags: These are special bags which allow static electricity to pass through the bag when the 
bag is earthed. Fast filling and discharge of an FIBC by a powdered material causes static electricity to accumulate 
inside the bag. Further, to avert the dangers of explosion due to such accumulation of static charge, conductive 
properties are created in the bag and bag is earthed to allow safe discharge of electrical charge. 
 

c) Dissipative Type-D Bags: These bags are made by using a technology which allows static electricity charge to 
dissipate in micro-volts without a bag being earthed. 
 

d) High-end Bags for food and pharma industry: These bags are made with a high degree of precision. Precautions 
have to be taken so as to avoid contamination of any kind from entering the bag. These are normally laminated or 
lined bags made in a clean environment. Their main application is in packaging of food products, pharmaceutical 
products, special plastics for manufacture of specialized electronic items such as compact discs, circuit boards, etc. 
 
e) Sift-proof Bags: These bags are needed for products which are powdery in nature and are stitched in a special 
manner so as to block needle holes thereby preventing sifting of powder from bags. 
 
f) Baffle Bags: These bags have baffle restraints stitched onto all corners of the bag which prevent the bags from 
expanding beyond a point. Mainly these bags are used where cargo has to be containerised or space has to be 
saved. 
 
g) Form-fitted Liner Bags: These are special FIBCs where the liner of the bag is also shaped in the shape of a bag 
itself. These liners can be attached to bag by various methods i.e. gluing, tabbing or sewing. The main purpose of 
doing this is to avoid extra liners inside the bag and liner easily forms the shape of the, bag rather than creating 
bulges in the bag. 
 
h) Builder Bag / Tunnel-lift Bag: These are used specifically in construction and aggregate industry and are used for 
filling sand, construction waste or aggregates. They are simple FIBCs and are high volume usage bags owing to 
nature of the industries that they are used in. A relatively recent development in this industry has created a tunnel-lift 
bag which effectively can be used without a pallet and uses body fabric as a lifting mechanism apart from 4-loops. 
By avoiding the use of pallets, it saves cost to end-users as a package. 
 
i) Single-loop Bags: These bags are normally made for fertilizer or cement packaging. These bags are different in 

construction where body-fabric of bag itself is formed into a lifting loop. 
 
j) Sling Bags: These are mainly used to carry 20 to 40 bags of 25 to 50 kg each. Thus, it is an outer bag which enables 
easy carrying or mechanical handling of small bags without using pallets. 
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k) Geo-textile fabric and ground covers: These are special woven polypropylene fabrics with properties to ensure 
passage to measured quantity of water or soil particles and having the desired strength. The use and construction 
of the fabric is technical and is manufactured following stringent procedures. These products are being used in high 
growth sectors of infrastructure development such as roads coastal development programmes. These products are 
used for prevention of soil erosion, soil separation, strengthening of underlay of roads and for prevention of land 
slides, river bank protection etc. This product enables the separation of the subsoil from the road aggregates, 
reduces the crust thickness, improves the performance of the road for longevity and prevents soil fines from 
pumping up through road aggregates. FIL has imported 40 Sulzer Looms especially for the manufacture of Geo-
textile fabrics. The manufacturing capacity is approximately 1,680 MT of this product per annum. 
 
l) Reverse-Printed BOPP Woven Bags: These bags are small polypropylene woven bags which have been laminated 
with a reverse printed BOPP film. The bag is made of PP woven fabric laminated with printed BOPP film on the outer 
surface. The BOPP film is printed with roto gravure printing technology and could be printed up to 9 colors, covering 
all graphics, picture and any type 122 of fonts. They are used for packing products which weigh between 5 to 50 kg 
such as rice, flour, sugar, animal feed, fertilizers, special chemicals, etc. They are usually used for packing products 
which are sold in the retail market. 
 
m) Special PP Bags and Leno Bags: These bags are made out of polypropylene woven fabric made from circular 
looms as a tube thereby reducing stitching needs. FIL manufactures this product for niche industries like builder bag 
industry, soya industry, sugar industry meeting their specific requirements. In addition, it also manufactures leno bags 
which are used for packaging of agro products. These bags are made out of mesh fabric made on special looms 
which create a mesh-locking effect and allows a bag to retain its shape in spite of gaps in weaving. The gaps in the 
weave allow air to go through bag to avoid germination and rotting of agro products. In addition to the above 
products, it also recycles plastic at its Kandla unit and these recycled items can be further processed for the 
manufacture of Polymer compounding and Injection moulded articles. 
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Category Applications industries benefits 

FIBC For bulk packaging and 
transportation 

Chemicals, fertilizers, 
pharmaceuticals, polymers, 
cement, minerals etc. 

Less cost of packaging, faster loading and 
unloading, minimizing spillage and pilferage 
losses. Carrying capacity: 0.5 MT- 2MT 

Special PP Bags and Leno 
Bags 

For packaging Agro and industrial products, retail 
industry etc. 

High strength, light weight, tear resistant, 
printable 

Size varies depending upon requirement 
between 5 to 50 kgs 

Reverse Printed BOPP 
Woven Bags  

For packaging Dry chemicals, fertilizers, agro 
products, retail industry, etc. 

Printed BOPP provide better aesthetic 
appeal while retaining the strength for retail 
product 

Carrying capacity: 5-50 kgs 

Geo textile Fabric & Ground 
Covers  

For prevention of soil erosion 
and separation, landslides, 
river banks and 
strengthening of underlay of 
roads etc. 

Infrastructure projects such as 
roads, driveways, embankments, 
drainage ditches etc. 

Features: Separation, reinforcement, 
filtration 

Benefits: Less time required for excavating, 
more durability 

Polymer Compound  For producing filler 
compounds and master 
batch compounds 

Key end user industries – 
automobiles, appliances, wires and 
cables etc. 

Part of backward integration benefiting the 
company in maintaining the quality 

Injection Moulded 
Articles – Dripper and 
Pallets 

Dripper is used in drip 
irrigation and Pallets are 
used for storage and 
transportation 

Agricultural/industrial etc Dripper is used in drip irrigation which 
saves water, electricity, cultivation cost 
etc. Pallets save wood and are eco 
friendly & safe. 

 

Revenue break up product wise 

Category FY08 FY09 FY10 FY11 

FIBC - Manufacturing 91.65% 88.47% 67.98% 67.76% 

FIBC – Trading   5.38% 2.50% 

Special PP/Leno bags 7.62% 10.75% 15.57% 8.19% 

Reverse printed BOPP 
bags 

 - - 6.25% 14.14% 

Geo textile fabric & 
Ground cover 

- - 3.09% 4.43% 

Others 0.73% 0.78% 1.73% 2.98% 

Source: RHP  
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Major clientele 

FIBC (Exports) FIBC (Domestic) Geo – Textile 
Fabric & 
Ground cover 

Reverse 
Printed BOPP 
Bags (Exports) 

Reverse 
Printed BOPP 
Bags (Domestic) 

Special PP & 
Leno Bags 

B.A.G. Corp, USA Jindal Power & 
Steel Ltd. 

Iberoamericana 
De Plasticos 
(Iberoplast), Peru 

Lewis Trading 
Corp., USA 

Rajdhani Flour Mills 
Ltd. 

National Seeds 
Corporation Ltd. 

Pankti International 
Pte Ltd., Singapore 

Micro Inks Ltd. J&HM Dickson, 
Scotland 

Langston 
Companies, Inc., 
USA 

Zuari Rotem 
Speciality Fertilisers 
Ltd. 

Nagarjuna 
Fertilisers and 
Chemicals Ltd. 

Nebig 
Verppankegen BV, 
Netherlands 

Ashapura 
Minechem Ltd. 

Conitex Sonoco 
USA Inc., USA 

Volm Companies, 
Inc., USA 

Kohinoor Foods Ltd. Chambal 
Fertilisers and 
Chemicals Ltd. 

ABP Packaging Ltd., 
UK 

Hindustan Unilever 
Ltd. 

- Sacos Y Empaques 
Internacionales, 
Mexico 

Nuziveedu Seeds 
Ltd. 

Dhampur Sugar 
Mills Ltd. 

Alexander 
Colquhouns & Sons 
Pty Ltd., Australia 

Ashtech India Pvt. 
Ltd. 

- - Indian Potash Ltd. Directorate 
General of 
Supplies and 
Disposals, India 

Baobag, France Wolkem India Ltd. - -   

Source: RHP  
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Industry overview 

Plastic plays a part in almost all materials we use in our daily lives and the future is bright with abundant possibilities 
with demand for better materials, greater functional use, more economical packaging and versatile and durable 
all-weather products. 
 
Global Polymer Industry 
 
Polymer industry can be sub classified into five different categories: 

a) Polyethylene terephthalate (PET), 
b) Polypropylene (PP), 
c) Polyethylene (PE), 
d) Ply vinyl chloride (PVC), 
e) Polystyrene (PS) 

 
World-wide, the plastics and polymer consumption will have an average growth rate of 5% and it is expected to 
touch a size of 227 million tons by 2015. Globally, it is projected that PET (Bottle grade) will have the highest growth 
rate of about 11% AAGR (Annual Average Growth Rate) amongst all polymers, followed by PP, PE, PVC and PS in 
the descending order. 
(Source: RHP) 
 

 
The Indian Polymer Industry 
Despite global competition, the Indian plastics industry is expanding. Large projects have been set up or are under 
construction for the production of polymers. The Indian industry has the capacity to export polymers in million of 
tons, which will go up as some of the Indian petrochemical majors are currently operating at low capacity 
utilization. 
 
With the steady build-up of capacities, the downstream products industry is increasingly accessing local supplies. 
The per capita consumption of polymers in India is 4 kg against around 90 kg p.a. in the US, around 60 kg p.a. in the 
Europe and a global average of 17 kg p.a. With the end user profile changing and new applications being 
introduced, the demand for plastics is expected to increase at a greater rate and likely to go up to 8 kg p.a. in next 
couple of years. Six fold increase is expected by the year 2020. 
 
India is one of the fastest growing polymers market in the world and the world’s third largest polymers market after 
the US and China. The significant domestic demand growth is expected from the user industries such as telecom, 
food and beverages, packaging, transportation, automobiles, entertainment electronics & appliances and 
consumer durables and from continued substitution of traditional materials like wood, metal and glass. Plastics have 
also penetrated into agriculture through green houses and PVC pipes. Plastic materials being used in plastic 
extrusion are: LDPE, LLDPE, HDPE, PP, HIPS, PET, etc. Indian plastics industry is growing faster than most other countries 
in the world. This is mainly due to increasing urbanization, growing population agricultural development, focus on 
infrastructure development, booming white goods industry, change in packaging bulk and retail and new 
applications in irrigation, water management, etc. (Source: RHP) 
 
Key positives 
Multi product portfolio: FIL aspires to be one-stop shop to its customers for all packaging woven products. The 
company has been expanding and broad-basing its product portfolio and is currently produce FIBCs (500 kg and 
above), Special PP Bags and Reverse Printed BOPP Woven Bags (5 to 50 kg), Leno Bags for Agri-products packing, 
Woven Geo- Textile Bags and Fabric for prevention of land-slides, control for soil erosion, river bank protection, 
underlay of roads etc. It also manufactures reclosable extruded zipper profile which is used as a secondary closure 
for 5-50 kg bags. Thus, it has a multi-product portfolio and has the ability to adjust to needs of its customers. The 
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company’s diversification has helped it to improve its operating margins. Historically, OPM for polymer industry 
remained under pressure. However, FIL on account of its diversification into products like Reverse printed BOPP 
woven bags, Geo – textile fabrics etc. to its portfolio. The revenue contribution of these products has increased to 
9.34% in FY10 and 13.61% in H1FY11.  
 
Multi-Location and Multi Market Company: FIL is present at three different locations in India and has four separate 
completely integrated facilities which give it an edge in terms of better management and control, regional 
advantages, ability to manage labour, proximity to local markets. Over and above this, it mitigates the risk of any 
calamity, catastrophe at any single location. It also has two step down subsidiaries abroad; one in the United 
Kingdom, Flexiglobal (UK) Limited and the other in the U.S.A, Lakshmi Incorporated. The Flexiglobal (UK) Limited is 
engaged in distribution and marketing of FIBCs whereas Lakshmi Incorporated is engaged in the manufacturing of a 
special closure which is added on to make a bag (paper, polyethylene or woven) into a re-closable bag and acts 
as a distribution platform for its products in U.S.A. The company is not dependent on a single market and is present 
both in overseas as well as domestic market. Its products are exported to 30 different countries and in the domestic 
market it supplies its products on PAN India basis. Further, it has exported around 9.3 million bags in FY11 from its SEZ 
Unit. 
 
Tax incentives: FIL’s SEZ unit at Pitampur enjoys certain tax benefits on account of exemption of income tax, excise 
duty, sales tax and many other statutory duties upto 31st March, 2013. The company’s Kashipur unit is located in the 
excise free zone and has received a tax exemption for a period of 10 years from the payment of the excise duty 
(upto 19th January, 2019) and income tax upto 31st March, 2018. 
 
Brand Recognition: It is recognized as one of the most reputed producers of FIBC in the world. Its manufacturing 
facility at SEZ, Pithampur is one of the few AIB, BRC compliant clean room facilities in the world, which has created 
the brand recognition in the international and domestic market. Most of its end customers (many of them are 
Fortune-Global- 500 companies) have visited and audited its plant and have approved the same for purchase of its 
products. Some of the eminent end users are LG Dow, Eastman Chemicals etc. It has also been recognized by 
PLEXCONCIL, Ministry of Commerce, Government of India as the top exporter for FIBC. Brand recognition combined 
with its technical competencies and ability to meet client requirements has resulted in repeat orders from its clients. 
 
End to End Solutions: The company offers solutions for various technical issues which the customers face in using 
FIBCs. It also helps and design customized FIBCs, by offering complete range of FIBC for packaging all possible 
products including fine powdered products, food products, chemicals, liquids, hazardous goods etc. This enables its 
customers to improve performance and to reduce the cost. The company’s ability to offer the complete range of 
FIBCs helps it in retaining its customers and also helps the company in getting price advantage over other suppliers. 
 
Key negatives 
 
Reduction or termination of tax incentives and benefits to units in Special Economic Zone (SEZ): The Company has 
established its facilities at Pithampur SEZ and Kashipur (tax exempted area). A SEZ unit in India is entitled to certain 
tax incentives and benefits, subject to the fulfilment of the terms and conditions imposed by the SEZ authorities. As 
per the Finance Act 2011, units located in SEZ will have to pay Minimum Alternate Tax (MAT) from FY 2012 which may 
adversely affect its profitability. 
 
Major revenue from exports to US and Europe: The major revenue of the company is generated from exports to US 
and Europe. Any change in the policies governing the packaging industry and /or an economic slowdown in these 
regions which may negatively affect Company’s Business. Further any local social unrest, change in governmental 
policies and natural disaster in and around these regions could have a material adverse effect on its business, 
financial position and results of operations. Further, since export proceeds are received in foreign currency, any 
adverse movement in exchange rate would impact the operating margin of the company. 
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Absence of long term contracts with customers: The company does not have long term binding contracts with its 
customers and substantial portion of its business comes from spot purchase orders. For FY11, around 90% of the 
company’s sales orders, on standalone basis, aggregating to Rs. 4,399 mn in value, were procured as spot orders. 
Thus there is an uncertainty of procuring such orders on a continuous basis. 
 
Competition from other producers and unorganized sector: The company faces competition from other existing 
organized and unorganized domestic producers and potential entrants to the industry in which it operate. Players in 
this market generally compete with each other on key attributes such as technical competence, quality of 
products and services, pricing and track record. The company expects that the competition could increase with 
new entrants coming into this industry and existing players consolidating their positions. Some of the competitors 
may have access to significantly greater resources and hence the ability to compete more effectively. 
 
Dependent on few suppliers: The company’s major raw material is Polymer resin and is dependent on few suppliers, 
leading to high concentration risk. Any unfavorable movement in crude oil prices may affect company’s 
profitability. 
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Future Prospects 
 
The company plans to foray in the following segments post IPO: 
 

1) Polymer Compounding. 
 

2) Injection Moulded Articles for drip irrigation industry major being drippers. 
 
A summary of industry prospects for these two is set out below:- 
 

1) Polymer Compounding 
In spite of all the technological prowess of modern times, plastic compounding has a mysterious aura around it and 
still remains some-what of an art. This is due to not so well understood structure and behaviour of complex polymeric 
molecules or due to the empirical nature of many formulations or due to extreme variety and complexity of raw 
materials. In 1983, thermoplastic compounding was a less organized industry. Raw materials were difficult to come 
by. Tariff barriers strongly discouraged imports of good machines and materials. Simultaneously the tariff barriers 
were falling making way for importing the best of machines and materials. The Indian Compounding industry 
became aware that modernization was imperative for survival.  
 
Inspite of fragmented nature of this industry, there are a few new technologies currently in the Indian compounding 
industrywhich have the potential to make it big: 
  

a) Long fiber technology is certain to make waves in the automotive industry as the pressure on quality and 
costs keep mounting. Some processes utilize in-line compression moulding as an immediate post 
compounding operation. Others may use pultrusion type of process to impregnate the fibres with polymer. 
Recent work in India using conventional tein screw extruders with specially designed screws and barrel 
achieves in making PP compounds with a significant percentage of well wetted fibers linger than 25-30mm. 

b) Biodegradable is another segment of plastic that is gaining ground. True biodegradable are the ones which 
have a polymer backbone that itself degrades, triggered by the presence of light, moisture, soil, gases, or 
just with time. 

c) Nanoparticles, lately there has been significant progress in compounding nanofillers. Even though it requires 
special care in designing the extruder, small amount of nanofillers added to the polymer lead to very 
significant increase in properties. The cost of nanofillers still remains on the higher side but as volume pick up, 
it is bound to fall. Automotive industry has a lot to gain from these materials because without significant 
increase in density shedding kilos from the auto weight thereby increasing fuel efficiency. 

d) Highly Filled compounds making filler master batches containing more than 80% fillers on twin screw 
extruders has always been a challenge of sorts. Either it has to be batch process in kneaders or more than 
one pass is needed thereby making the entire operation inefficient in more than one way. Recent trials have 
confirmed the possibility of adding fillers in excess of 80% to make highly filled master batches on 
“Conventional” twin screw extruders at relatively high throughputs in a single pass. Special design of the 
extruder and feeding system is necessary but this development opens up a new opportunity of a continuous, 
efficient, fully automated process for compounding of highly filled materials. The future of compounding is 
vivid, bright, and endless. As new materials and compounding technologies are evolving continuously, 
markets will explode and it may be no surprise to see the Indian compounding industry double in five years. 
(Source: RHP) 
 

2) Drip Irrigation 
Drip irrigation is a method which optimises the use of irrigation water by providing it uniformly and directly to 
the roots of the plants, through a closed network of plastic pipes and emitters. Nutrients can be dissolved in 
the water to reach the roots. Drip irrigation has had a remarkably successful track record in India. Today it 
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irrigates more than 600,000 ha in the country. Adoption of drip irrigation has resulted in high yields in 
sugarcane, grapes, banana, mango, guava, pomegranate, sapota, okra, cabbage, cauliflower, cotton, 
coconut, arecanut, and roses in the country. There are over 50 drip system manufacturers in the county. 
Industry is likely to grow at a much faster rate in the coming years. The following are the advantages of Drip 
Irrigation 
 

a) Saving of water by 30 to 50% as compared to conventional mode of irrigation. 
b) Yield increase from 50 to 100%. 
c) Reduction in fertilizer usage - resulting in cost saving. 
d) Increased pest control management / efficacy. 
e) Cultivation of undulated land possible. 
f) Efficient water management of heavy and light soils. 
g) Weed growth control. 

(Source: RHP) 
 
 
Rating Agency’s - CARE grading rationale 
 
CARE rating of 3 indicating average fundamentals 
 
Rationale for grading 
The grading derives strength from experienced promoters and management, growing operations, increased 
product portfolio and application of its products in various industries, established track record in exports markets, 
increasing presence in domestic markets, high capacity utilization and integrated manufacturing facilities. 
However, the grading is constrained by working capital intensive nature of operations, homogenous nature of 
products with no visible differentiators, volatile raw material prices; dependence on a few suppliers for raw material 
and off-take risk of new products such as injection moulding products and polymer compounding. Besides, the 
grading is constrained by moderate capital structure and delay in project execution in the past resulting in poor 
liquidity ratios. 
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Financials  
 
Consolidated Income Statement (Rs. in mn.)  
Particulars FY08 FY09 FY10 FY11 

Total Income 2,202 2,614 3,211 5,779 
Operating Profit 264 353 411 750 

Other Income 13 9 10 15 
EBITDA 277 362 421 765 
Depreciation (39) (51) (115) (144) 
Interest (141) (207) (216) (277) 
PBT 97 104 90 342 
Tax (21) (22) (58) (54) 
PAT 76 82 32 288 
Prior period items & Minority Interest - (2) 14 21 
Reported PAT 76 80 46 310 
Adjustments on account of changes in accounting policies (33) (10.3) 13.1 28 
Adjusted PAT 43 69 59 337 
EPS* 1.98 3.18 2.72 15.5 
Source: RHP, Note: * EPS is calculated on post issue equity 

 
Consolidated Balance Sheet (Rs. in mn.) 
Particulars FY08 FY09 FY10 FY11 

Sources of Funds     

Equity Capital 111 113 115 172 
Reserves 475 577 621 1,468 
Share/Warrants Application Money pending Allotment - - 70 - 
Share Warrants  8.85 7.61 6.3 - 
Minority Interest (MI) - 4 - 16.2 
Borrowings 961 1,967 2,831 3,033 
Deferred Tax Liability 68 82 138 186 
Total 1,624 2,751 3,781 4,875 
Application of Funds     

Net Fixed Assets 854 2,134 2,578 2,704 
CWIP 315 247 340 714 
Goodwill - - 1 8 
Investments - 1 3 - 
Net Working Capital(Incl. cash) 455 369 859 1,439 
Misc. Expenditure 0.22 0.29 0.27 10 
Total 1,624 2,751 3,781 4,875 
Source: RHP  
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Consolidated Cash Flow Statement (Rs. in mn.) 

Particulars FY08 FY09 FY10 FY11 

Net Profit before taxation and 
extraordinary items 

97.3 103.2 89.8 342.4 

Operating Cash flow (20.85) 545.64 (55.9) 192.83 
Investing Cash flow (480)        (1,262.4) (661.15) (633.58) 
Financing Cash Flow 504.96 810.77          741.34 440.07 
Net Increase in Cash 4.11              93.99 24 (1) 
Opening Cash balance 23.5              27.67 122 146 
Closing Cash balance 27.67 122 146 145 
Source: RHP  

 
Ratio Analysis 
 
Particulars FY08 FY09 FY10 FY11 

OPM (%) 12 13.5 12.8 13 
NPM (%) 3.4 3.0 1.4 5.4 

ROE (%) 13 11.7 5.6 18.6 
Debt/Equity(x) 1.6 2.8 3.8 1.8 
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Disclaimer: 

This report is for the personal information of the authorized recipient and doesn't construe to be any investment, 
legal or taxation advice to you. It is only for private circulation and use. The report is based upon information that 
we consider reliable, but we do not represent that it is accurate or complete, and it should not be relied upon as 
such. No action is solicited on the basis of the contents of the report. The report should not be reproduced or 
redistributed to any other person(s) in any form without prior written permission of the Ajcon Global Services Ltd.  

The contents of this material are general and are neither comprehensive nor inclusive. Neither Ajcon Global Services 
Ltd nor any of its affiliates, associates, representatives, directors or employees shall be responsible for any loss or 
damage that may arise to any person due to any action taken on the basis of this report. It does not constitute 
personal recommendations or take into account the particular investment objectives, financial situations or needs 
of an individual client or a corporate/s or any entity/s. All investments involve risk and past performance doesn't 
guarantee future results. The value of, and income from investments may vary because of the changes in the 
macro and micro factors given at a certain period of time. The person should use his/her own judgment while taking 
investment decisions. 

Please note that we and our affiliates, officers, directors, and employees, including persons involved in the 
preparation or issuance of this material;(a) from time to time, may have long or short positions in, and buy or sell the 
securities thereof, of company (ies) mentioned here in or (b) be engaged in any other transaction involving such 
securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the 
company (ies) discussed herein or may perform or seek to perform investment banking services for such 
company(ies) or act as advisor or lender/borrower to such company(ies) or © may have any other potential conflict 
of interest with respect to any recommendation and related information and opinions. 

Flexituff International Limited (“the Company”) is proposing, subject to market conditions and other considerations, 
a public issue of its equity shares and has filed the Red Herring Prospectus (“RHP”) with the registrar of companies 
(“RoC”). The RHP is available on the website of SEBI at www.sebi.gov.in on the website of the book running lead 
manager at www.csinga.com and of the Company at www.flexituff.com. Investors should note that investment in 
equity shares involves a high degree of risk. For details, investors should refer to the RHP including the section Risk 
Factors beginning at page 13 of the RHP. The equity shares proposed to be issued have not been and will not be 
registered under the US Securities Act of 1933, as amended (“The U.S. Securities Act”) or any states securities laws in 
the United States and may not be offered or sold within the United States (as defined in regulation S under The US 
Securities Act (“Regulation S”)) except outside of the United States in compliance with Regulation S and the 
applicable laws of each jurisdiction where such offers and sales occur 

 


