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Ratings
o Amount .1 Rating
Facilities (Rs. crore) Ratings Action
CARE BBB-; Negative/CARE A3
L t hort-t
Bz:gk Fzrcrirlli{ci;m erm 25.00 [Triple B Minus; Outlook: Reaffirmed
Negative/ A Three]
Short-term Bank Facilities 7.50 CARE A3 Reaffirmed
[A Three]
32.50
Total Facilities [Rupees Thirty Two crore and Fifty
Lakh only]

Details of instruments/facilities in Anneuxre-1

Detailed Rationale & Key Rating Drivers
The ratings assigned to the bank facilities of JICS Logistic Ltd (JLL) continue to factor in experience of its promoters in agri-
warehousing industry, diversified revenue profile and low leverage.

The ratings also factor increased focus of the company on warehousing business while reducing dependency on low
margin exchange-based volumes.

The ratings, however, continue to be constrained by high operating leverage for its warehousing business, risk associated
with volatile commodity prices in its trading business and exposure to related parties in the form of investments and
loans and advances. The ratings are further constrained by its elongated debtors as on February 28, 2017, moderation in
its operating and financial performance during 9MFY17 (refers to the period April 1 to December 31) on account of
impact of demonetization and lower capacity utilization of its warehouses. The ratings are also constrained on account of
debt funded capex plan of JLL and its subsidiary in the medium term.

The ability of JLL to scale up its operations while improving utilization of its storage capacities and profitability,
generating envisaged returns from its investments in subsidiaries and affiliates along with extent of future exposure
thereof and completion of ongoing capex within envisaged time and cost parameters shall be the key rating sensitivities.
Realization of debtors exceeding six months within envisaged time frame shall also be extremely crucial.

Outlook: Negative
The negative outlook reflects CARE’s expectation of further delay in realisation of JLL's elongated debtors adversely
impacting its liquidity along with further moderation in its operating and financial performance.

The outlook may be revised to ‘Stable’ if JLL is able to quickly recover its stuck debtors and scale up its cash accruals while
witnessing healthy improvement in capacity utilization of its warehouses.

Detailed description of the key rating drivers

Key Rating Strengths

Experience of promoters in agri-warehousing industry: The promoters of JLL have an experience of more than two
decades in the agri-warehousing and related service industry. Mr. Anil Jhawar, the Managing Director of the company,
has been involved in the agri-warehousing and light engineering industries since the last three decades. Mr. Pranav
Jhawar, the Executive Director, also has an experience of more than a decade in warehousing.

Diversified revenue profile with moderate scale of operations: JLL has a diversified revenue profile in the agri-
warehousing industry, as it provides warehousing services, agri-commodity finance as well as commodity procurement
services to its clients. It is also an approved warehousing service provider (WSP) of National Commodity and Derivatives
Exchange Ltd. (NCDEX) for accepting physical deliveries of commodities traded on the exchange. The company has
reduced its exposure of agri-commodity finance business as reflected by decline in the size of loan portfolio from Rs.52.52

'Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE
publications.

1 | Credit Analysis & Research Limited


http://www.careratings.com/

A o .
(&%@ Ratings
Professsanal Rk Opinson

Press Release

crore as on March 31, 2014 to Rs.20.95 crore as on March 31, 2016. JLL has transferred this portfolio to its subsidiary
Vardhaman Capital Service Ltd (VCSL).

Reduced dependence on low margin exchange based trading volume: JLL has reduced its dependence on exchange
based volumes and has shifted its focus on private warehousing. This has been reflected from decline in revenue of
commodity procurement services from Rs.184.58 crore during FY15 to Rs.129.60 crore during FY16. Private warehousing
provides the benefits of competitive pricing, in response to various demand-supply scenarios, compared with fixed
charges to be levied in case of commodities stored for exchange-based business.

Low leverage: Overall gearing of JLL continued to remain comfortable and it improved marginally from 0.54 times as on
March 31, 2015 to 0.43 times as on March 31, 2016 and 0.37 times as on December 31, 2016 on account of reduction in
short term borrowings of the company on the back of decline in trading resulting in low utilisation of the warehouses.
Also, the debt coverage indicators remained comfortable due to longer tenor loan and lower rate of interest due to
priority sector lending for the banks. Interest coverage continued to remain modest at 2.23 times during FY16 and 1.57
times during 9MFY17.

Key Rating Weaknesses

Decline in capacity utilization of warehouses and moderation in cash accruals: Total operating income (TOl) declined by
28% y-0-y to Rs.145.09 crore during FY16 on account of reduced exposure to low margin commodity procurement
services. The same has been reflected from increase in PBILDT margin from 4.64% during FY15 to 6.23% during FY16.
Despite decline in scale of operations, gross cash accrual (GCA) remained stable at Rs.4.97 crore during FY16. However,
the capacity utilization of JLL's warehouses has exhibited a declining trend from 61% in FY15 to 46% during FY16 and
further to 33% during 11MFY17. This has also resulted in moderation in GCA of JLL to Rs.1.77 crore in 9MFY17 on TOI of
Rs.49.05 crore owing to its high operating leverage. Total debt/GCA also moderated from 9.24 times during FY16 to 16.38
times (annualized) during 9MFY17 on account of limited cash accruals.

Elongation of receivables: Receivables of JLL exceeding six months increased from Rs.2.30 crore as on March 31, 2015 to
Rs.27.48 crore as on March 31, 2016; out of which receivables of Rs.17.39 crore were stuck in the private companies
which have modest credit profile. Outstanding receivables from these companies though reduced continued to remain
high at Rs.12.50 crore as on February 28, 2017. Going forward, ability of JLL to realize these receivables quickly shall
remain a key rating sensitivity.

Exposure to related parties in the form of investment and loans & advances: Investment and loans & advances to
related parties stood at 38% of JLL's networth as on March 31, 2016 with major loans advanced to VCSL and Samaira Agri
Foods Pvt Ltd. (SAFPL). During 9MFY17, the company has transferred its loan portfolio of Rs.4.09 crore to VCSL and
further advanced loans of Rs.1.78 crore to SAFPL. Generation of envisaged returns from the investments made and loans
& advances given to the related parties and extent of future exposure to these companies shall be the key rating
monitorable.

Capex plans of the company: JLL has completed construction for its two warehouses at Jaipur in FY16 at a total cost of
Rs.19.69 crore. Considering current macroeconomic scenario resulting in low utilisation of the warehouses, the company
has deferred the construction of two more warehouses each at Indore and Bikaner in FY18 that are at nascent stage of
construction. Furthermore, JLL through its wholly owned subsidiary, SAFPL, is in process of setting up of manufacturing
plant for potato chips and palette snacks at a total cost of Rs.14.50 crore, to be funded through term loan of Rs.10 crore
and balance through promoter’s contribution. Timely execution of the capex and generation of envisaged returns from
the same shall be the key rating monitorable.

Analytical Approach: Standalone

Applicable Criteria:

Criteria on assigning Outlook to Credit Ratings
CARE's Policy on Default Recognition

Criteria for Short-term Instruments

Rating Methodology - Manufacturing Companies
Financial ratios - Non-financial sector

About the Company

Incorporated in 2009, JICS Logistic Ltd. (JLL) took over the business of the partnership firms of its promoters, the Jhawar
family members. At present, JLL is engaged in providing agri-warehousing and related services like agri-commodity
finance and commodity procurement services. JLL had a storage capacity of around 124,837 MTs (both dry and cold) as
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on February 28, 2017, with 44 warehouses taken on lease and four own warehouses. It is also affiliated with National
Commodity and Derivatives Exchange Ltd. (NCDEX) as a warehousing service provider (WSP) across the country.

In FY12 (refers to the period April 1 to March 31), a fund managed by IL&FS Private Equity invested Rs. 40 crore in the
entity in the form of compulsory convertible preference shares (CCPS). As on March 31, 2016, Jhawar family held the
majority 94.51% stake and PE player held 5.49% stake.

Based on audited results, during FY16 (refers to the period from April 1 to March 31), the company reported TOI of
Rs.145.09 crore (FY15: Rs.203.46 crore), Profit after Tax (PAT) of Rs.1.36 crore (FY15: Rs.0.17 crore) and gross cash accrual
(GCA) of Rs.4.97 crore (FY15: Rs.5.04 crore).

During 9MFY17, the company reported TOI of Rs.49.05 crore, net loss of Rs.2.54 crore and GCA of Rs.1.77 crore..

Status of non-cooperation with previous CRA: Not Applicable

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: Mr Maulesh Desai

Tel: 079-40265605
Cell: +91-9925139180
Email: maulesh.desai@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.

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.
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Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the | Rating 'aSS|gm?d
Issue along with Rating
Instrument Issuance Rate Date
(Rs. crore) Outlook
CARE BBB-;
Fund-based - LT/ ST-Cash - ; ; 25.00  |Negative / CARE A3
Credit
Non-fund-based - ST- ) i i 750 CARE A3
BG/LC )
Annexure-2: Rating History of last three years
Current Ratings Rating history
Name of the Date(s) & | Date(s) & | Date(s) & | Date(s) &
Sr. Amount . . . .
Instrument/Bank . . Rating(s) | Rating(s) | Rating(s) | Rating(s)
No. . Type | Outstanding Rating . . . . . . . .
Facilities (Rs. crore) assigned in | assigned in | assigned in | assigned in
) 2017-2018 | 2016-2017 | 2015-2016 | 2014-2015
1)CARE BBB-|1)CARE BBB-|
CARE BBB-;
Fund-based - LT/ ST- ) / CARE A3 | / CARE A3
1. . LT/ST 25.00 Negative / - -
Cash Credit CARE A3 (02-Feb-16)|(10-Dec-14)
1)CARE A3 | 1)CARE A3
5, on-fund-based -ST- | = o 7.50 CARE A3 - - (02-Feb-16) |(10-Dec-14)
BG/LC
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