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Facilities Amount Rating1 Rating Action
(Rs. crore)
_— CARE BBB+; Stable )
Long-term Bank Facilities 324.00 (Triple B Plus; Outlook: Stable) Reaffirmed
Short term Bank Facilities 602.40 CARE A2 Reaffirmed
(A Two)
Long/Short-term Bank 176.00 CARE BBB+; Stable/CARE A2 Reaffirmed
Facilities (enhanced from 110.00) (Triple B Plus; Outlook: Stable)/A Two
1102.40
Total Facilities (Rs. One Thousand One Hundred
and Two crore and Forty lakh
only)

Details of instruments/facilities in Annexure-1
Detailed Rationale& Key Rating Drivers

The ratings assigned to the enhanced bank facilities of 3F Industries Limited (3Fl) continue to derive strength from the
experienced management, long track record of operations, integrated business model with diverse product basket,
assured power supply from captive plant, satisfactory operational performance, growing scale of operation over the years
and satisfactory working capital cycle. The ratings, however, are constrained by the leveraged capital structure,
susceptibility of profitability to volatility in the raw material prices and foreign exchange fluctuation, high level of
competition from both the domestic and international players and regulated nature of industry. The ratings also factor in
weakening of financial performance in FY17 with decline in profit level and margins during the year.

The ability of the company to continue to expand the scale of operation while improving the share of value added
products and improve the profitability and capital structure are the key rating sensitivities.

Detailed description of the key rating drivers
Key Rating Strengths
Experienced and resourceful promoters: 3Fl is the flagship company of the 3F group. All the directors of the company are

instrumental in development of 3F group and have more than four decades of experience in trading, extraction and
refining of CPO. The day—to-day operations of the company is taken care by Mr. S. B. Goenka. The company has been
continuously receiving support from promoter directors in terms of management expertise. Also, the promoters have
infused funds as and when required in the past.

Integrated business model with a diverse product basket:The 3F group has presence across the value chain from
sourcing of raw materials, extraction and refining of crude oils to manufacturing of finished products like Vanaspati,
Speciality fats (for confectionaries and bakeries) and by-products like fatty acids, stearines, oleins, glycerine etc. The
group has forayed into manufacturing of oleo chemicals which is forward integration for existing refinery plant at
Krishnapatnam, Andhra Pradesh. The contribution of fatty acids/oleo chemical segment is close to 15% in FY17
Uninterrupted power supply from captive power plant: 3F| at standalone is operating 6MW captive biomass power plant
at its refining plant complex at Tadepalligudem, Andhra Pradesh. The 2MW energy requirement of the factory is met from
the captive power plant thus enabling assured supply of electricity throughout the year.

Satisfactory operational performance: The Company reported satisfactory operational performance with continued
growth in sales volume of major products in FY17. In line with the increased input prices, the company also increased sale

prices of its major products as well as by-products.

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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Comfortable liquidity profile: The company operates in working capital intensive industry where in it has to import about
90% of its raw material requirements from Malaysia and Indonesia and make the payments to suppliers immediately/with
very minimal credit period. However, the working capital cycle of the company has been at satisfactory level. The liquidity
position has also remained comfortable with adequate cushion in utilization of working capital limits and free cash and
bank balance/liquid funds available with the group.

Key Rating Weaknesses
Risk associated with volatility in raw material prices: The main input for 3Fl is CPO which accounted for about 72% of

raw material consumption during FY17. Majority of the requirement is imported from two main CPO exporting countries
i.e. Malaysia and Indonesia. The CPO prices are highly volatile. The CPO prices after witnessing decline in FY16; increased
significantly in FY17 which impacted the profit margin of the 3Fl in FY17. The prices came down in H1FY18 which gave
some respite to the players in the industry.

Foreign exchange volatility risk: CPO is the key raw material for 3Fl which is primarily imported from Malaysia and
Indonesia. 3FI follows a policy of either hedging the raw material purchased in the commodity exchanges or pricing the
end product based on replacement of stocks on fresh purchases which mitigates the risk of huge fluctuation in raw
material prices to a large extent. During FY17, the imported input costs were about 78% of the total of the raw material
consumption cost; while exports were around 14% i.e., Rs.234.87 crore in FY17 (18% i.e. Rs.284.29 crore in FY16) of the
total gross sales. As company is primarily import oriented, depreciation of INR against USD could negatively impact the
margins of the company to large extent.

Weakening of financial performance in FY17: While the total operating income of 3F group (at consolidated level)
registered a y-o-y growth of about 13.37% in FY17 over FY16, the PBILDT level and margin of the group has declined by
16.49% and ~180bps respectively on account of increased CPO prices. Reduced PBILDT along with an exceptional expense
of Rs.22.54 crore during FY17 has resulted in decline of PAT margin from 2.24% in FY16 to 0.58% in FY17.

On a standalone basis, during SMFY18 (provisional), 3FI reported revenue of Rs.1272 crore and PBT of Rs.31.0 crore
Leveraged capital structure: Overall gearing of the group, although stressed, has remained stable at 3.33x as on March
31, 2017 against 3.30x as on March 31, 2016 on account of additional loans availed to fund purchase of machinery for
shea nuts extraction plant in Tadepalligudem and fat splitting plant in Krishnapatnam, Andhra Pradesh. Also, during FY17,
the company has replaced many of their outdated machines in Tadepalligudem.

Regulated nature of industry with intense competition: The edible oil industry in India is characterized by intense
competition and fragmentation, with the presence of a large number of units attributable to low entry barriers such as
low capital and low technical requirements of the business and a liberal policy regime (SSI reservation for traditional
oilseeds and sales tax incentives by various state governments). As a result of this, high competition and fragmentation,
profit margins in the edible oil business tend to be thin.

Analytical approach:The rating of 3Fl factors in the consolidated financials of 3F Industries Limited (3Fl) and its
subsidiaries together referred to as 3F group, as the entities collectively have management, business & financial linkages.
3FI contributes ~70% of the total consolidated revenue for FY17; while the balance contribution is from the subsidiaries
Applicable Criteria

Criteria on assigning Outlook to Credit Ratings
Criteria for Short Term Instruments

CARE’s Policy on Default Recognition

Rating Methodology: Factoring Linkages in Ratings
Financial Ratios - Non-Financial Sector

About the Company
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3F Industries Limited (3Fl) was promoted in 1959 by Mr. B K Goenka. His son, Mr. S B Goenka, is the current Chairman and
Managing Director of the company. 3Fl is engaged in manufacturing of edible oils, specialty fats for the bakery and
confectionery segment, fatty acids and oleo chemicals (used in soap manufacturing) at its production facility in
Tadepalligudem and Krishnapatnam in Andhra Pradesh. 3Fl is the flagship company of 3F group, which has interests in power
generation, textiles, and granite quarrying, besides manufacturing of edible oils. The company has a refining capacity
aggregating to 2,64,000 MTPA. 3Fl has also set up processing units for by-products like fatty acids, stearines, glycerin,
pitch oil, wax and oleo chemicals plant, enabling the company to derive incremental benefits from processed by-product
sales. The company is one of the leading manufacturers of specialty fats in India.

3Fl is also operating a captive 6 MW capacity biomass power plant at Tadepalligudem, Andhra Pradesh. It is also
operating wind mills of 3.30MW in Tamil Nadu.

3F Oil Palm Agrotech Pvt Ltd, 3F Ghana Limited (3FGL) and 3F Ghana Commodities Ltdwhich are the wholly own
subsidiaries of 3Fl are also engaged into similar line of business. 3FPOAL was incorporated by hiving off the palm oil
division of 3Fl in July 2010. 3FI has also set up a 10MW biomass power plant under its subsidiary (with stake of 50.15%),
Viaton Energy Private Limited which is joint venture of 3Fl and Creative Group of Mumbai. VEPL achieved COD of first

phase biomass power plant (10MW) on January 17, 2014.

Brief Financials (Rs. crore) - Consolidated FY16 (A) FY17 (A)
Total operating income 2023.40 2293.95
PBILDT 138.00 115.24
PAT 45.36 13.33
Overall gearing (times) 1.91 3.33
Interest coverage (times) 3.21 2.92
A: Audited

Status of non-cooperation with previous CRA: Nil
Any other information:Not Applicable
Rating History for last three years: Please refer Annexure-2

Note on complexity levels of the rated instrument: CARE has classified instruments rated by it on the basis of complexity. This
classification is available at www.careratings.com. Investors/market intermediaries/regulators or others are welcome to write to
care@careratings.com for any clarifications.

Analyst Contact

Name: Ms. Puja Jalan

Tel: 040 40102030

Mobile: +91 9160001511

Email: puja.jalan@careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating
agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit
Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market
built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to raise capital
for their various requirements and assists the investors to form an informed investment decision based on the credit risk and their own
risk-return expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed by the
methodologies congruent with the international best practices.
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Disclaimer

CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hold any security. CARE has based its ratings/outlooks on information obtained from sources believed by it to
be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not
responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo change in case of withdrawal of
capital or the unsecured loans brought in by the partners/proprietor in addition to the financial performance and other relevant
factors.

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Fund-based - LT-Cash - - - 270.00 CARE BBB+; Stable
Credit
Fund-based - LT-Term - - Jan 2020 54.00 CARE BBB+; Stable
Loan
Non-fund-based - ST- - - - 20.00 CARE A2
EPC/PCFC
Non-fund-based - ST- - - - 5.60 CARE A2
Credit Exposure Limit
Non-fund-based - ST- - - - 16.00 CARE A2
Forward Contract
Non-fund-based - ST- - - - 560.80 CARE A2
BG/LC
Fund-based/Non-fund- - - - 110.00 CARE BBB+; Stable
based-LT/ST / CARE A2
Fund-based - LT/ ST- - - - 66.00 CARE BBB+; Stable
EPC/PSC / CARE A2

Annexure-2: Rating History of last three years

Sr. Name of the Current Ratings Rating history
No. Instrument/Bank | Type Amount Rating | Date(s) & Date(s) & Date(s) & Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in| assigned in assigned in assigned in
2018-2019| 2017-2018 2016-2017 2015-2016
1. Fund-based - LT-Term | LT 54.00 CARE - 1)CARE BBB+; | 1)CARE BBB+ |1)CARE BBB+
Loan BBB+; Stable (15-Nov-16) | (20-Nov-15)
Stable (27-Dec-17)
2. |[Fund-based - LT-Cash LT 270.00 CARE - 1)CARE BBB+; | 1)CARE BBB+ |1)CARE BBB+
Credit BBB+; Stable (15-Nov-16) |(20-Nov-15)
Stable (27-Dec-17)
3. [INon-fund-based - ST- ST 560.80 CARE A2 - 1)CARE A2 1)CARE A2 1)CARE A2
BG/LC (27-Dec-17) (15-Nov-16) | (20-Nov-15)
4. [Fixed Deposit LT 78.00 CARE - 1)CARE BBB+ | 1)CARE BBB+ |1)CARE BBB+
BBB+ (FD); Stable (FD) (FD)
(FD); (27-Dec-17) (15-Nov-16) |(20-Nov-15)
Stable
5. |[Fund-based - LT- LT - - - - 1)Withdrawn |1)CARE BBB+
External Commercial (04-Nov-16) | (20-Nov-15)
Borrowings
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Sr. Name of the Current Ratings Rating history
No. Instrument/Bank | Type Amount Rating | Date(s) & Date(s) & Date(s) & Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in| assigned in assigned in assigned in
2018-2019| 2017-2018 2016-2017 2015-2016
6. [Non-fund-based - LT/ - - - - - 1)CARE A2 1)CARE A2
ST-Bank Guarantees (15-Nov-16) | (20-Nov-15)
7. |[Fund-based - ST- ST - - - 1)Withdrawn 1)CARE A2 1)CARE A2
Standby Line of Credit (27-Dec-17) (15-Nov-16) | (20-Nov-15)
8. [Non-fund-based - ST- ST 5.60 CARE A2 - 1)CARE A2 1)CARE A2 1)CARE A2
Credit Exposure Limit (27-Dec-17) (15-Nov-16) | (20-Nov-15)
9. [Non-fund-based - ST- ST 20.00 CARE A2 - 1)CARE A2 1)CARE A2 1)CARE A2
EPC/PCFC (27-Dec-17) (15-Nov-16) | (20-Nov-15)
10.[Fund-based/Non- - - - - - 1)CARE A2 1)CARE A2
fund-based-Short (15-Nov-16) | (20-Nov-15)
Term
11.|Fund-based/Non- LT/ST 110.00 CARE - 1)CARE BBB+; | 1)CARE BBB+/ |1)CARE BBB+
fund-based-LT/ST BBB+; Stable / CARE CARE A2 / CARE A2
Stable / A2 (15-Nov-16) | (20-Nov-15)
CARE A2 (27-Dec-17)
12.|Non-fund-based - ST- ST 16.00 CARE A2 - 1)CARE A2 1)CARE A2 1)CARE A2
Forward Contract (27-Dec-17) (15-Nov-16) | (20-Nov-15)
13.[Fund-based - LT/ ST- | LT/ST 66.00 CARE - - - -
EPC/PSC BBB+;
Stable /
CARE A2
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32, Titanium, Prahaladnagar Corporate Road,
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Cell: +91-9099028864

Tel: +91-79-4026 5656
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Mr. V Pradeep Kumar

Unit No. 1101-1102, 11th Floor, Prestige Meridian II,
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Cell: +91 98407 54521

Tel: +91-80-4115 0445, 4165 4529

Email: pradeep.kumar@careratings.com

CHANDIGARH

Mr. Anand Jha

SCF No. 54-55,

First Floor, Phase 11,

Sector 65, Mohali - 160062
Chandigarh
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Tel: +91-0172-490-4000/01
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CHENNAI

Mr. V Pradeep Kumar
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Email: pradeep.kumar@careratings.com
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Mr. V Pradeep Kumar
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HYDERABAD

Mr. Ramesh Bob
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Tel: +91-40-4010 2030
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Mr. Nikhil Soni
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Tel: +91-141-402 0213 / 14

E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal
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Cell: +91-98319 67110
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NEW DELHI

Ms. Swati Agrawal
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