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Ratings
Facilities Amount Ratings1 Remarks
(Rs. Crore)
Long term Bank Facilities 86.80 CARE A-; Stable Reaffirmed
(77.30) (Single A Minus; Outlook: Stable)
Short term Bank Facilities 2.00 CARE A2 Reaffirmed
(22.00) (A Two)
Total 88.80
(Rs. Eighty eight crore and
Eighty lakh only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The rating reaffirmation for the bank facilities of JK Agri Genetics Limited (JKAL) factors in the experienced promoter
group, established brand name with extensive distribution network, diversified product mix and strong in-house R&D
(research and development) division along with technical collaboration with leading institutes. The ratings continue to
factor in the moderate financial risk profile as reflected in its comfortable capital structure & coverage indicators.

These rating strengths are, however, partially offset by the seasonality and vulnerability of sales to agro-climatic
conditions, elongated operating cycle of the company and the regulated nature of the industry.

Going forward, the ability of the company to improve profitability margins without any adverse impact on the capital
structure and effective management of the working capital cycle would remain the key rating sensitivities.

Detailed description of the key rating drivers
Key Rating Strengths

Experienced promoter group and long track record of operations

JKAL benefits by being a part of the JK group, which is more than 100 years old and employs more than 50,000 people
across the group. The group has diversified business interests including cement, auto ancillary, paper, investment and fan
belts & oil seals. JKAL has an experienced team of highly qualified management personnel having over two decades of
experience in the seeds production business. The Board of JKAL consists of eight non-executive directors and two
executive director, headed by Mr Bharat Hari Singhania.

Strong in-house R&D division and technical collaboration with leading institutes

JKAL has established breeding facilities for field crops like Cotton, Maize, Paddy, Pearl millet, Sorghum, Wheat and
Mustard, Sunflower, etc. In addition, the company also has breeding facilities for vegetables like Tomato, Okra, Brinjal,
Chilli, Capsicum, Melons and Gourds. JKAL has a team of scientists working across 6 breeding research centres and 23
multi-location trial centers covering all agro-climatic zones of India. JKAL has several collaborations with national and
international institutes like Directorate of Rapeseed-Mustard Research, Indian Agricultural Research Institute,
International Crops Research Institute for the Semi-Arid Tropics, International Rice Research Institute, Seed Vision,
CIMMYT & AVRDC etc, for research and development. During FY18, the market share expanded for Bajra & Cotton
hybrids especially in North and Central Indian Markets. One new Tomato hybrid - JK Ratan continues to make good
strides. JKAL has spent around 7.07% of its total income on research & development during FY18 (PY: 6.85%).

Established brand name and distribution network

The ‘JK’ brand name is well-known across the country. ‘JK seeds’ is also a very established brand name among the farming
community. JKAL has an extensive dealer-distributor network spread across all the major seed markets in India. There are
more than 50,000 retailers, 19 C&F and 4000 distributors /wholesalers. JKAL also has tied up with certain multi-nationals
as well as strong domestic companies for co-marketing and co-promotion. The company is also catering to the
international markets in South Asia and Africa.

Diversified product portfolio

'Complete definition of the ratings assigned are available at www.careratings.com and other CARE
publications.
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JKAL deals in wide range of products involving cotton, field crops like Paddy, Maize, Jowar, Bajra and Vegetables. Such
portfolio, besides offering diversity also offers strong value proposition from cyclicality and risk mitigation perspective.
The company’s portfolio is suitable for both the Kharif and Rabi seasons. The vegetables segment witness peak sales
during Q3 and Q4 which tends to recoup the losses during this slack season for other products, allowing the company to
insulate itself from cyclicality of the industry to some extent. Share of vegetable segment in total sales have increased
from 25% in FY15 to 38% in FY17. However, the share of vegetable segment in total sales decreased to 24% in FY18 as
during the year the prices of vegetables remained supressed due to overproduction and restriction on exports of
vegetables. However, JKAL plans to continue to lay emphasis on products with higher margins like Vegetables.

Moderate financial risk profile

The total operating income of the company has increased by 6.04% to Rs. 202.89 crore in FY18 due to growth in its field
crop and cotton seeds business. PBILDT margin of the company decreased slightly to 13.51% in FY18 as against 14.01% in
FY17 attributable to decrease in share of vegetables which has higher margins. The interest coverage of the company
stood stable at 3.39x in FY18 (PY: 3.32x). The overall gearing of the company increased from 0.54x as on 31* Mar 2017 to
0.61x as on 31* Mar 2018 on account of higher working capital borrowings partially offset by scheduled repayment of
term loan coupled with enhancement in the net-worth due to accretion of profits to the reserves.

Key Rating Weaknesses

Seasonality and vulnerability of sales to agro-climatic conditions

The major sales concentration of JKAL is in the quarter ending June which accounts for around 55%-65% of the total sales
(61.48% in FY18). Furthermore, the sales and profitability of JKAL are vulnerable to agro-climatic conditions prevailing in
the country. JKAL has a product range which includes the major Kharif and Rabi crops along with several hybrid seeds for
vegetables which are sown in between the seasons. However, the major concentration of sales remains in the Kharif
season, which includes cotton and paddy seeds. Due to the lack of adequate irrigation facility in the country, the sales and
consumption of the seeds is highly dependent on the prevailing monsoon and other agro-climatic conditions in the
country. However with the company’s increased focus on vegetables for which the sales usually happen during Q3 and
Q4, the operating losses have reduced during these quarters.

Elongated operating cycle

Due to several interlinked processes involved in farming, seed production and processing, the production process of JKAL
is quite long which leads to a long working capital cycle of almost 300 days. Furthermore, the business of the company is
seasonal in nature with a majority of the sales getting booked in June quarter (around 61% of total operating for the FY18
booked in Q1 FY18), which results in high inventory holding in the March quarter. The distribution of seeds remains a key
issue in the seeds production and manufacturing business. JKAL ensures adequate availability of seeds with carry and
forward agents and distributors to ensure ample sales. In line with the same, the finished seeds are also sold across to
dealers/distributors by extending credit periods. The company has pending dues owing to sales to various state
government departments (Rs. 19.44 crore with Rajasthan government). This is reflected in the increase in collection
period to 178 days in FY18 from 165 days in FY17 (FY16: 161 days). As on 31% Mar 2018, the company has gross
receivables more than 6 months of Rs 40.06 crore.

Regulated nature of industry

The seed production and marketing industry being a priority sector, agriculture related activity is regulated by the
government. The companies need to obtain prior registration for the seeds to be produced and marketed. Before coming
out in the market, a new hybrid variety of seed needs to undergo a rigorous process which involves registration,
submission of trial run data and periodic testing by the different government institutions. Also, the prices of seeds of
cotton and the buy-back price for foundation seeds are regulated by the government. Furthermore, use of genetically
modified crops for field crops and vegetables is also subject to government regulations.

Analytical approach:
Standalone

Applicable Criteria

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

CARE’s methodology for manufacturing companies
Criteria for Short Term Instruments

Financial ratios — Non-Financial Sector
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About the Company

JK Agri Genetics Ltd (JKAL) was established in the year 1989 as an erstwhile division of JK Tyres & Industries Ltd (JKTL) and
later converted to a public limited company in 2003. JKAL is engaged in the business of research, production and
marketing of hybrid seeds. JKAL has a wide portfolio encompassing all the major crops including bajra, jowar, cotton,
hybrid rice, maize, paddy, sunflower, mustard and vegetables (tomato, chilli, okra, brinjal, gourds, melons, etc).

The group companies include JK Lakshmi Cement Ltd (JKLC) rated ‘CARE AA; Stable/CARE Al+’, JK Tyre & Industries Ltd
(JKTL) rated ‘CARE A+; Stable /CARE A1+ and Bengal & Assam Company Ltd (BCL) rated ‘CARE A+; Positive’, JK Paper Ltd

and Florence Investec Ltd.

Brief Financials (Rs. crore) FY17 (A) FY18 (A)
Total operating income 191.33 202.89
PBILDT 26.80 27.41
PAT 12.06 11.96
Overall gearing (times) 0.54 0.61
Interest coverage (times) 3.32 3.39

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

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 Gaurav Dixit

Tel: 011- 45333235
Mobile: +91 9717070079
Email: gaurav.dixit@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.

3 | CARE Ratings Limited


mailto:gaurav.dixit@careratings.com
http://www.careratings.com/

Press Release

Annexure-1: Details of Instruments/Facilities

&%@ Ratings

Prafessiomal Rtk Opingon

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 - - - 7030 CARE A-; Stable
Credit
Non-fund-based - ST- - - ) 2.00 CARE A2
BG/LC '
Term Loan-Long Term - - Dec 2023 16.50 CARE A-; Stable
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-Cash LT 70.30 CARE A-; - 1)CARE A-; |1)CARE 1)CARE BBB+
Credit Stable Stable BBB+; Stable (22-Jan-16)
(13-Dec-17) ((13-Jan-17)
2. INon-fund-based - ST- ST 2.00 CARE A2 - 1)CARE A2 [1)CARE A3+ |1)CARE A3+
BG/LC (13-Dec-17) |(13-Jan-17) [(22-Jan-16)
3. [Term Loan-Long Term LT 16.50 CARE A-; - 1)CARE A-; [1)CARE 1)CARE BBB+
Stable Stable BBB+; Stable (22-Jan-16)
(13-Dec-17) ((13-Jan-17)
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CONTACT
Head Office Mumbai

Ms. Meenal Sikchi
Cell: + 91 98190 09839
E-mail: meenal.sikchi@careratings.com

Ms. Rashmi Narvankar
Cell: + 91 99675 70636

E-mail: rashmi.narvankar@careratings.com

Mr. Ankur Sachdeva
Cell: + 91 98196 98985
E-mail: ankur.sachdeva@careratings.com

Mr. Saikat Roy
Cell: + 91 98209 98779

E-mail: saikat.roy@careratings.com

CARE Ratings Limited
(Formerly known as Credit Analysis & Research Ltd.)
Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022

Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD

Mr. Deepak Prajapati

32, Titanium, Prahaladnagar Corporate Road,
Satellite, Ahmedabad - 380 015

Cell: +91-9099028864

Tel: +91-79-4026 5656

E-mail: deepak.prajapati@careratings.com

BENGALURU

Mr. V Pradeep Kumar

Unit No. 1101-1102, 11th Floor, Prestige Meridian I,
No. 30, M.G. Road, Bangalore - 560 001.

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

Cell: +91 85111-53511/99251-42264
Tel: +91- 0172-490-4000/01

Email: anand.jha@careratings.com

CHENNAI

Mr. V Pradeep Kumar

Unit No. 0-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600 002.
Cell: 491 98407 54521

Tel: +91-44-2849 7812 / 0811

Email: pradeep.kumar@careratings.com

COIMBATORE
Mr. V Pradeep Kumar
T-3, 3rd Floor, Manchester Square

Puliakulam Road, Coimbatore - 641 037.
Tel: +91-422-4332399 / 4502399
Email: pradeep.kumar@-careratings.com

HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
Hyderabad - 500 029.

Cell : + 91 90520 00521

Tel: +91-40-4010 2030

E-mail: ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni

304, Pashupati Akshat Heights, Plot No. D-91,
Madho Singh Road, Near Collectorate Circle,
Bani Park, Jaipur - 302 016.

Cell: 491 — 95490 33222

Tel: +91-141-402 0213 / 14

E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal

3rd Floor, Prasad Chambers, (Shagun Mall Bldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell: +91-98319 67110

Tel: +91-33- 4018 1600

E-mail: priti.agarwal @careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
Jhandewalan Extension, New Delhi - 110 055.
Cell: +91-98117 45677

Tel: +91-11-4533 3200

E-mail: swati.agrawal@careratings.com

PUNE

Mr.Pratim Banerjee

9th Floor, Pride Kumar Senate,

Plot No. 970, Bhamburda, Senapati Bapat Road,
Shivaji Nagar, Pune - 411 015.

Cell: +91-98361 07331

Tel: +91-20- 4000 9000

E-mail: pratim.banerjee@careratings.com
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