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Facilities/Instruments ‘ Amount (X crore) Rating Action

CARE A+; Stable

Long-term bank facilities 35.00 (Single A Plus; Outlook: Stable) Reaffirmed
- CARE A1+ )
Short-term bank facilities 4.00 (A One Plus) Reaffirmed

39.00
(X Thirty-nine crore only)
Details of instruments/facilities in Annexure-1.

Total bank facilities

Detailed rationale and key rating drivers

The reaffirmation of the ratings assigned to the bank facilities of BR Agrotech Limited (BRAL) derives strength from the long
track record of the promoters in the pesticides industry and integrated operations of the group marked by its presence in the
entire value chain of the pesticides. The ratings further factor in its reputed customer base. The ratings also factor in the
comfortable financial risk profile of the company marked by strong capital structure and growing scale of operations. The
ratings are, however, offset by its working capital-intensive nature of its operations, highly regulated and competitive nature of
the pesticides industry and vulnerability of the operations to agro-climatic conditions.

Rating sensitivities
Positive factors — Factors that could lead to positive rating action/upgrade:
e Improvement in the total operating income (TOI) by more than 1,000 crore without impacting its profitability margins
on a sustained basis, while maintaining its comfortable leverage and debt coverage indicators.
¢ Increase in its profitability with PBILDT margins at 10% or more on a sustained basis.
Negative factors — Factors that could lead to negative rating action/downgrade:
¢ Significant increase in the working capital cycle on a sustained basis.
e Deterioration in its capital structure on a sustained basis (overall gearing of more than 0.75x in the year going
forward).

Outlook: Stable

Detailed description of the key rating drivers

Key rating strengths

Long track record of management in the pesticides industry and resourceful promoters: Being part of the Bharat
group, BRAL benefits from the long track record of operations and experienced management of the group. The Bharat group is
one of the leading manufacturers of technical grade pesticides in India and has been engaged in the operations of
manufacturing and selling of pesticides with promoter’s experience spanning more than four decades. S.N. Gupta, Chairman
and Managing Director (MD) of BRL, is a postgraduate in economics and has vast experience in the fields of international
business, overall marketing strategy and corporate planning besides the pesticides industry. M.P. Gupta, whole-time director of
BRL and BRAL, is a graduate in commerce and has more than 38 years of experience. He looks after banking, finance, taxation,
accounts and administration. Furthermore, R.P. Gupta, whole-time director of BRL and managing director of BRAL, has over 30
years of experience in the agrochemical industry. He looks after research and development (R&D), production and project
execution activities. The directors of the group are supported by a team of professionals with rich experience in varied spheres
of business.

Integrated operations offering diversified product mix: BRAL is primarily engaged in the manufacturing of formulations
and PET bottles. BRAL is in contract (toll) manufacturing and caters to the institutional customers like Godrej Agrovet Limited,
Indofil, IFFCO-MC, Mahindra Summit Agriscience Limited (rated ‘CARE BBB+; Stable/ CARE A2'), Sumitomo Chemical India
Limited, Dhanuka Agritech Limited, Sinochem, Gharda, etc. During FY22 (refers to the period April 1 to March 31), formulations
accounted for 68.86% (PY: 71.78%), PET bottles accounted for 12.86% (PY: 10.33%) and technical accounted for 18.28% of
the gross income of the company. The group has its presence throughout the value chain, right from manufacturing of technical
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grade pesticides up to the formulations by way of forward integration. BRL is majorly in the manufacturing of technical grade
pesticides and the sales of technical grades of the company is made to BRAL, which uses it as a raw material for the
manufacturing of formulations.

Reputed client base with long-standing relation: BRAL majorly supplies its product in the domestic market, which
accounted for around 98% of the total sales of BRAL in FY22 (97% in FY21). The company is dealing with esteemed customers,
including Sumitomo Chemical India Limited, S V P Industries Limited, and Indofil Industries Limited and exports to countries,
including Egypt, Ethiopia, Iran and Taiwan. BRAL has 2% of import dependency with 98% domestic raw material purchase in
FY22. Furthermore, the group has a large institutional customer base in the domestic market as well as in the international
market with long-standing relationship and low client concentration risk.

Comfortable financial risk profile: During FY22, BRAL registered 11% growth y-o-y in its top line, which is primarily due to
higher volumes sold post commissioning of the Panoli facility, and it is expected that the company will cross the top line of X800
crore in FY23. The profitability of BRAL stood a par level in FY22 to 9.80% (PY: 9.95%). In H1FY23 (refers to the period from
April 01 to September 30), BRAL recorded ¥569.36 crore sale and PBILDT margins stood at 5.86% in H1FY23. Due to intense
competition in the sector at times, BRAL has to bear the intermittent hikes in the cost at times and is able to pass on the
increased cost only with a lag. Furthermore, BRAL did a trade deal in H1FY23, which attracted lower margins and hence
resulted into lower operating margins though on enhanced scale of operations. The capital structure of the company continues
to remain comfortable marked by working capital borrowings of X3.97 crore with nil long-term debt as on March 31, 2022. The
interest coverage of the company also improved to 36.64x in FY22. The total debt to gross cash accruals (TD/GCA) ratio of the
company stood at 0.10x in FY22.

Key rating weaknesses

Working capital intensive nature of operations: The pesticide industry requires high working capital investment due to
high inventory and long credit period. The commoditised nature of the products and seasonality factor (high demand during
crop-sowing seasons) makes the operations of the BRAL highly working capital intensive. Around 60% sales for the whole year
is done on the first half of the year and most of the sales are done on a credit of around 90-120 days to its customers, resulting
in high debtors in the first half of the year. This results in high working capital requirement by the group in first half of the year
as compared with second half of the year. Furthermore, due to the seasonal demand for pesticides, the company is required to
stack up variety of products as inventory in advance of the season resulting in high inventory holding period, which is a
common phenomenon across the pesticide industry. This increases the inventory holding cost. Furthermore, since pesticides are
the last link in the agricultural operation, after having invested in seeds, fertilizers, etc., the farmers have little surplus money
for purchasing pesticides. Therefore, providing credit is necessary to stimulate demand. Also, although BRAL receives credit
period of 90 days from its suppliers, however, the company makes early payments to its suppliers on account of early payment
discount. Thus, due to such intrinsic nature of business, the group’s working capital requirement continues to remain high.
During FY22, the operating cycle of the company stood at 93 days (PY: 90 days). The creditor days increased from 51 days in
FY21 to 69 days in FY22. The total creditors increased from %56.90 crore as on March 31, 2021 to ¥129.75 crore as on March
31, 2022. BRAL has a high collection period as it provides a credit period of 90-120 days to its domestic customers. The trade
receivables of the company increased from 117.84 crore as on March 31, 2021 to X¥181.86 crore as on March 31, 2022 and
further increased to ¥355.87 crore as on September 30, 2022. The same has been on account of sales done in H1IFY23.

Highly dependent upon monsoon and climatic conditions: The pesticide industry derives its sales from the agriculture
sector, which is highly dependent upon monsoons as well as incidences of fungal/pest attack on crops. The sales and
profitability of the pesticides industry depends largely on the prevalent agro-climatic conditions. However, BRAL has its
presence spread across all states as well as in multiple markets (domestic and international), which reduces the group’s
dependence on climatic conditions of a particular region.

Highly regulated and competitive nature of operations: The pesticides industry is marked by heavy fragmentation with
the absence of any player having sizeable market share. The intense competition leads to competitive pricing and lower
margins. Traditionally, the Indian players have concentrated on marketing generic and off-patent products with little
expenditure on R&D, while MNCs have focused on developing patented molecules. The pesticides are regulated products and
require prior registration with the relevant governing authorities in each country before they are allowed to be sold.
Furthermore, the industry also faces regulatory risk due to prohibited usage of certain molecules. As per management, BRAL
deals in Atrazine, Butachlor, Chlorpyriphos, Deltamethrin, Pendimethalin, Sulfosulfuron, and Thiophanatemethyl, out of the 27
agrochemicals proposed to be banned by the government, which together contribute around 6%-8% of BRAL's TOI. These
sales are domestic and the agrochemicals have no international exposure. So far, none of the agrochemicals in which BRAL
deals in is banned or affected as discussed with the management.
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Liquidity: Adequate

The liquidity of the company is adequate. BRAL operates in a highly working capital-intensive industry marked by high inventory
holding days and elongated collection period. Furthermore, although BRAL receives credit period of 90 days from its suppliers,
however, the company makes early payments to its suppliers on account of early payment discount, resulting in average
creditor period of around 69 days. BRAL has only working-capital borrowings of X3.97 crore with nil long-term debt repayment
obligations as on March 31, 2022. During the 12-month period ending October 2022, average working capital utilisation at
maximum level stood comfortable at 35.43%. As the products being sold by the company are seasonal, the utilisation of the
working capital increases from the month of April to September. However, as the company starts receiving payments from the
debtors, the working capital utilisation decreases during the months from October to March. The current ratio stood comfortable
at 2.06x in FY22.

Analytical approach: Standalone. The ratings, however, factor in the linkages with the group company, Bharat Rasayan
Ltd (rated ‘CARE AA-; Stable/ CARE A1+") with common name and promoters, and strong business and operational linkages.

Applicable criteria

Policy on default recognition

Financial Ratios — Non financial Sector

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

Short Term Instruments

Manufacturing Companies

Pesticide Companies
Policy on Withdrawal of Ratings

About the company

BR Agrotech Limited (BRAL) was incorporated in February 2000 and is a part of the Bharat group, which comprises the flagship
entity being Bharat Rasayan Limited (rated ‘CARE AA-; Stable/ CARE Al+’). BRAL is engaged in the manufacturing of
formulations and pet bottles at its plants located in Kathua, J&K and Kala Amb, Himachal Pradesh, with a total installed
capacity of 60,000 MT/KL per annum. The bottling plant caters to packaging of products in pesticides and allied industries. The
client list in bottling operations include companies in food, pickle, liquor, pharmaceutical, confectionery, pesticides, liquid soaps
and shampoo industries.

During FY22, the income from formulations accounted for 68.86% (PY: 71.78%), sale of technical accounted for 18.28% (PY:
10.96%) and PET bottle sales accounted for 12.86% (PY: 10.33%) of its gross sales. Nearly 35% of the topline comes from
contract manufacturing and balance is direct bulk sale to institutional customers. Furthermore, BR Agrotech has around 279
domestic registrations and 24 international registrations.

Brief Financials (X crore) March 31, 2021 (A) March 31, 2022 (A) H1FY23 (UA)
Total operating income 483.53 537.84 569.36
PBILDT 48.13 52.73 33.36
PAT 33.20 32.52 21.55
Overall gearing (times) 0.09 0.02 NA
Interest coverage (times) 35.39 36.64 31.77

A: Audited; UA: Un-Audited; NA: Not available

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for the last three years: Please refer Annexure-2

Covenants of the rated instruments/facilities: Detailed explanation of covenants of the rated instruments/facilities is

given in Annexure-3
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https://www.careratings.com/pdf/resources/Policy%20on%20Default%20Recognition_Dec%202022(2-12-22).pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-May%2022.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
https://www.careratings.com/pdf/resources/Rating%20outlook%20and%20rating%20watch%20_Dec%202022(21-12-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Criteria%20for%20short%20Instruments%20(15-7-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Manufacturing%20Companies%20December%202022(14-12-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20Agrochemicals%20December%202022(27-12-22).pdf
https://www.careratings.com/upload/NewsFiles/GetRated/CARE%20Withdrawal%20policy%20Sep%202022(30-9-22).pdf
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Complexity level of various instruments rated for this company: Annexure-4

Annexure-1: Details of instruments/facilities

Coupon
Rate
(%)

Date of Issuance
(DD-MM-YYYY)

Name of the

Instrument g2

Maturity
Date (DD-

MM-YYYY)

Size of the

Issue
(X crore)

RATINGS

Rating Assigned along
with Rating Outlook

Fund-based - LT-
Cash credit

35.00

CARE A+; Stable

Non-fund-based -
ST-BG/LC

4.00

CARE A1+

Annexure-2: Rating history for the last three years

Current Ratings

Name of the

Instrument/Bank
Facilities

Amount
Type Outstanding
(X crore)

Date(s)
and
Rating(s)
assigned
in 2022-

2023

Rating

Date(s)
and
Rating(s)
assigned
in 2021-
2022

History

DEVI QL
Rating(s)
assigned in
2020-2021

Date(s)
and
Rating(s)
assigned
in 2019-
2020

(Carved out)

Fund-based - LT- CARE 1)CARE A+; | 1)CARE A+; 1)CARE A+;

1 Cash credit LT 35.00 A+; - Stable Stable Stable
Stable (21-Dec-21) | (30-Dec-20) (27-Dec-19)
) Non-fund-based - ST 4.00 CARE ) 1)CARE A1+ | 1)CARE A1+ 1)CARE A1+
ST-BG/LC ) Al+ (21-Dec-21) | (30-Dec-20) (27-Dec-19)
5 gommerc!al paper- 1)Withdrawn | 1)CARE A1+
ommercial paper ST - - - - (24-Dec-20) (27-Dec-19)

*Long term/Short term.

Annexure-3: Detailed explanation of the covenants of the rated instruments/facilities: NA

Annexure-4: Complexity level of various instruments rated for this company

Sr. No. ‘ Name of Instrument Complexity Level
1 Fund-based - LT-Cash credit Simple
2 Non-fund-based - ST-BG/LC Simple

Annexure-5: Bank lender details for this company

To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis of
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any

clarifications.

4|

CARE Ratings Ltd.



https://www.careratings.com/Bankdetails.aspx?Id=WTmQTZkyf7TENiGetL0Ipg==

Press Release

RATINGS

Contact us
Media contact
Name: Mradul Mishra
Phone: +91-22-6754 3596
E-mail: mradul.mishra@careedge.in

Analyst contact

Name: Ravleen Sethi

Phone: 9818032229

E-mail: ravleen.sethi@careedge.in

Relationship contact

Name: Swati Agrawal

Phone: +91-11-4533 3200

E-mail: swati.agrawal@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise
capital and enable investors to make informed decisions. With an established track record of rating companies over almost
three decades, CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise,
backed by the methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in
developing bank debt and capital market instruments, including commercial papers, corporate bonds and debentures, and
structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations to
sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions
with the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it
has no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as
per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced
and triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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