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Ratings
Facilities Amount (Rs. crore) Ratings" Rating Action
II;Z:i?ittiZ;m pank 1,401.26 (Single A(I:\‘:E\i.f E)St‘xt:;::)ek: Stable) Reaffirmed
(enhanced from 588.34) !
Short-term Bank 5,540.30 CARE A2 Reaffirmed
Facilities (A Two)
6,941.56
Total Bank Facilities (Rupees Six Thousand Nine Hundred
Forty One crores and Fifty Six lakh Only)

Details of facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The ratings assigned to the bank facilities of Emami Agrotech Ltd (EAL) continues to draw comfort from the rich industry
experience and demonstrated financial support in the form of unsecured loans from promoter, established distribution
network and well-known brand name, consistent growth in the scale of operations, satisfactory working capital cycle, stable
outlook of the edible oil industry with and adequate liquidity position of the company. The ratings, however, remain
constrained by significant dependence on the import of raw material exposing EAL to foreign exchange fluctuation risk, low
profit margin due to low value addition, raw material price volatility risk intense competition and regulatory risk associated
with the edible oil industry, along with moderate capital structure and debt coverage indicators and project implementation
risk. CARE notes the presence of hedging mechanism for covering foreign currency fluctuation and commodity price volatility.

Key Rating Sensitivities
Positive Factor:
1. Growth in scale of operations as marked by total operating income of above Rs. 30,000 crores on a sustained basis
2. Increase in profitability margins as marked by PBILDT margins of above 5% on a sustained basis
Negative Factor:
1. Anydelay in procurement of envisaged funds from promoters for the project
2. Declinein free cash & liquid investment below Rs.280cr on a sustained basis.
3. Deterioration in net overall gearing (> 2.00x) on a sustained basis.

Detailed description of the key rating drivers

Key Rating Strengths

Strong group with significant fund infusion by the promoters

EAL belonging to the Kolkata based Emami group, is one of the leading manufacturers of herbal and ayurvedic products in
personal, cosmetic and health care segments with market leadership in few of its products. The group has demonstrated
continuous support towards fund requirement of EAL. In FY19, the promoters infused Rs. 281.00 crores as unsecured loans.
The promoters of the group, Mr. R. S. Agarwal and Mr. R. S. Goenka have business experience of about four decades.

Established distribution network, branding and marketing arrangement

EAL has major presence in West Bengal, Uttar Pradesh, Bihar, Jharkhand, Odisha, Manipur and Assam and also penetrated in
Maharashtra, Rajasthan, Punjab and Delhi for its edible oils business through a strong network of 1,600 distributors, 31
depots and through direct reach to around 3,50,000 retailers. The sale of branded oil increased to 50% of net sales in FY19
compared to 44% in FY18 signifying improved brand image of EAL’s products.

Consistent growth in the scale of operations albeit decline in profitability in FY19, followed by improvement witnessed in
H1FY20

The financial performance of the company is characterized by improvement in scale of operation due to some degree of
moderation of competition within the industry and increased focus on branded and value-added products. Net sales of the
company grew considerably by 38% y-o-y in FY19 driven by considerable increase in average sales realization and growth in
sales volume.

PBILDT margin declined slightly from 3.58% in FY18 to 3.13% in FY19 on account of increase in crude soya and palm oil prices
in addition to increase of basic custom duty on its imports. Further, EAL achieved net sales of about Rs. 6319 crores in

1Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE publications
1 | CARE Ratings Limited



http://www.careratings.com/

Press Release

i (— ] .
C&%@ Ratings
Prod

esssonal Rk Opinson

H1FY20 & a PBILDT of Rs 218.00 crs thereby earning a slightly high margin of 3.45% vis-a-vis 3.13% in FY19 due to various
cost saving measures being implemented by the company.

Satisfactory working capital cycle

EAL is required to hold inventory (40-50 days), given the seasonality in edible oilseeds production and lack/non-availability of
soybean/palm oilseeds in the domestic market. As the edible oil business is carried on cash and carry basis, the average
collection period is low at 17 days in FY19. The average working capital cycle EAL is around 29-38 days.

Moderate capital structure and debt coverage indicators
The company majorly imports its raw material through foreign Letter of Credit (LC’s). The overall gearing ratio (considering
debt net of margin money) improved to 1.70x as on March 31, 2019 vis-a-vis 2.28x as on March 31, 2018. Interest coverage
ratio however deteriorated in FY19 on account of increase in interest cost as a result of increased borrowings of the
company and remained moderate at 1.37x in FY19 (1.74x in FY18). Net debt/GCA, although high, remained stable at 12.05x
as on Mar 31, 2019 as against 12.28x as on Mar 31, 2018.

Key Rating Weaknesses

Significant dependence on import of raw material exposes EAL to foreign exchange fluctuation risk

Raw material cost accounted for a major chunk of total cost of sales of EAL during the last three years. Major raw materials
required for EAL are crude palm oil (CPO), crude soya oil (CSO) and crude sunflower oil. EAL is significantly dependent on
imports for procurement of CPO (Indonesia and Malaysia), CSO (Latin America, Brazil and Argentina) and sunflower oil
(Ukraine) in view of lack of availability in domestic market. As such, the company is also exposed to the risk of adverse
movement in forex rates. However, EAL follows reasonable hedging policies for mitigation of forex risk.

Regulatory risk associated with edible oil industry

The price of palm oil imported by India from the largest exporters of the commodity in the world, i.e., Indonesia and
Malaysia, are affected by the frequent duty structure changes done by the respective national government to protect their
domestic industries. EAL is exposed to adverse changes in regulatory and import/export duty structures based on actions of
various government institutions. .In January 2019, the government has reduced the import duty on CPO to 40% and RPO to
45% (if imported from Malaysia) and 50% (if imported from Association of South East Asian Nations including Indonesia).On
September 04, 2019 import duty on RPO on import from Malaysia increase to 50%; thereby increasing the duty differential
from 5% to 10% for Malaysia also. At present, the import duty on crude palm oil is 40% and on refined palm oil is 50%. Also, a
social welfare surcharge of 10% over and above the duty rates has been imposed. Accordingly, EAL is exposed to regulatory
risks associated with import/ export of edible oil.

Low profit margin in the industry due to low value addition, raw material price volatility and intense competition

The operating margins of edible oil refiners are generally low owing to low value addition involved in the business and raw
material price volatility. The industry is also highly fragmented with presence of large number of small-sized players and few
large players in the branded segment. The intense competition in the industry also exerts pressure on the already stressed
operating margin.

Project Implementation risk

The Company is in the process of expanding its existing facility at Haldia by way of setting up 2,000 TPD refining plant at
Haldia at capital cost of Rs. 300 crore to produce refined edible oil. The entire expansion project in Haldia would be funded
by a mix of promoter’s contribution of Rs. 90 crores and a fresh term loan of Rs. 210 crores. The facility is expected to begin
commercial production from January 2020. Post which, the capacity of Haldia plant would increase from 3,600 TPD to 5,600
TPD at the end of FY20. Cost incurred till September 30, 2019 on the project is Rs.180.31 crores (Rs 71.74 cr. funded by way
of promoter contribution and Rs.108.57 by term loan from Punjab & Sind Bank).

EAL is also setting up a Greenfield project of 3,000 TPD edible oil refinery in Kandala, Gujarat at an estimated cost of Rs. 545
crores, to be funded through promoters’ contribution of Rs. 160 crores and a term loan of Rs. 385 crores. Currently, the
project is under progress. Expected time for completion of the project would be Q2, 2021. Till September 30, 2019 Company
has incurred Rs.103.87 cr. The successful execution and achievement of desired level of capacity utilization shall remain be
key rating monitorable.

Liquidity: Adequate

EAL has cash and bank balance (including margin money) amounting to Rs. 2,871 crores as on March 31, 2019. The cash and
bank balance (excluding margin money) stood at Rs.383.93 crores as on March 31, 2019. The current ratio and quick ratio of
the company stood at 1.03x and 0.78x as on March 31, 2019. In FY20, EAL has repayment obligation of Rs. 297.00 crs and it
has paid around Rs 198 crs till September’19. The company’s cash accruals & liquid balances are expected to be sufficient to
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meet its debt repayment obligations.
Analytical approach: Standalone with linkages with Emami Group

Applicable Criteria

Criteria on assigning Outlook & Credit watch to Credit Ratings
CARE’s Policy on Default Recognition

CARE’s methodology for manufacturing companies

Financial ratios — Non-Financial Sector

Criteria for Short Term Instruments

Consolidation & Factoring linkages in Rating

About the Company

Emami Agrotech Ltd (EAL), belonging to the Emami Group of Kolkata, is engaged in refining of various oils (palm, soya,
sunflower, rice bran & Vanaspati). Over the years, EAL has emerged as one of the leading players in the Indian edible oil
industry, with dominant position in the Eastern region.

The oil processed/refined by EAL is sold under the brand name of ‘Himani Best Choice’ (in the popular segment) and ‘Emami
Healthy & Tasty’ (in the premium segment). EAL entered the Vanaspati oil market with acquisition of brand ‘Rasoi’ in FY15.
Moreover, for forward integration it has expanded the product portfolio to include more value added products used in
bakery industry, sold under the brand name ‘Bakemagic’. In August 2019, Healthy and Tasty entered into the spices category
with the launch of its sub-brand Mantra - a range of 100% natural and fresh spices, masalas and tastemakers which is a high
margin focus segment. The sale of branded oil contributed to around 50% of net sales in FY19 (44% of net sales in FY18).

Brief Financials (Rs. Crore) FY18 (A) FY19 (A)
Total Operating Income 9034.31 12525.68
PBILDT 323.64 391.83
PAT 90.12 125.33
Overall gearing (times) 2.28 1.70
Interest coverage (times) 1.74 1.47
A: Audited

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

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the Issue | Rating assigned
Instrument Issuance Rate Date (Rs. crore) along with Rating
Outlook
Fund-based - LT-Term - - Jan 2027 1401.26 CARE A-; Stable
Loan
Non-fund-based - ST- - - - 5460.30 CARE A2
Letter of credit
Non-fund-based - ST-Bank - - - 80.00 CARE A2
Guarantees
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Sr. Name of the Current Ratings Rating history
No. Instrument/Bank Type Amount Rating | Date(s) & [Date(s) & Rating(s)| Date(s) & | Date(s) &
Facilities Outstanding Rating(s) | assigned in 2018- | Rating(s) Rating(s)
(Rs. crore) assigned in 2019 assigned in | assigned in
2019-2020 2017-2018 | 2016-2017
1. [Fund-based - LT-Term LT 1401.26 CARE A-; - 1)CARE A-; Stable [1)CARE A-; [1)CARE
Loan Stable (08-Jan-19) Stable BBB+; Stable
(17-Aug-17) ((12-Jan-17)
2. [Non-fund-based - ST- ST 5460.30 CARE A2 - 1)CARE A2 1)CARE A2 [1)CARE A3+
Letter of credit (08-Jan-19) (25-Jan-18) |((12-Jan-17)
2)CARE A2
(17-Aug-17)
3. INon-fund-based - ST- ST 80.00 CARE A2 - 1)CARE A2 1)CARE A2 [1)CARE A3+
Bank Guarantees (08-Jan-19) (25-Jan-18) |((12-Jan-17)
2)CARE A2
(17-Aug-17)

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/requlators or others are welcome to write
to care@careratings.com for any clarifications.
Contact us
Media Contact
Mradul Mishra
Contact no. —+91-22-6837 4424
Email ID — mradul.mishra@careratings.com

Analyst Contact

Group Head Name — Anil More

Group Head Contact no- 033-4018 1623

Group Head Email ID- anil.more@careratings.com

Relationship Contact

Name: Lalit Sikaria

Contact no. : 033-4018 1607

Email ID: lalit.sikaria@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 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.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. 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. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, 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. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.
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