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Achal Cashews Private Limited: Rating upgraded to [ICRA]B+(Stable)

Summary of rating action

Previous Rated Current Rated
Instrument Amount Amount Rating Action
(Rs. crore) (Rs. crore)
) _ I _ [ICRA]B+ (Stable); upgraded
Long-term — Fund-based — Term Loan 2.50 2.50 from [ICRA]B- (Stable)
i _ i _ . [ICRA]B+ (Stable); Upgraded
Long-term — Fund-based — Cash Credit 26.50 26.50 from [ICRA]B- (Stable)
Total 29.00 29.00

Rationale

For arriving at the rating, ICRA has taken a consolidated view of the group, comprising Achal Industries (Al), Achal Industries
Private Limited (AIPL) and Achal Cashews Private Limited (ACPL), considering the common management, along with strong
operational and financial linkages between them. They are collectively referred as the Achal Group.

The rating upgrade favourably factors in the improvement in the Achal Group’s operating profit margins to 8.60% in FY2020
from 1.22% in FY2019 owing to decrease in raw cashew nut (RCN) prices, which is expected to continue in FY2021 on the
back of soft RCN prices. The rating considers the expected equity infusion of Rs. 4.75 crore in AIPL in FY2021 to fund the
company’s working capital requirement and reduction in interest cost with lower utilisation of working capital limits. The
rating positively notes the promoters’ experience of more than three decades in the cashew processing industry, along
with its established distribution channel across domestic and export markets as well as farmers for the procurement of
RCNs.

The rating, however, is constrained by its weak financial risk profile with negative net worth levels, interest cover of 1.24
times and Debt/OPBIDTA of 4.89 times in FY2020. The rating is also constrained by the Group’s moderate scale of
operations with revenues of Rs. 89.95 crore in FY2020 and intense competition owing to the fragmented nature of the
industry. The Group has achieved a revenue of Rs. 49.23 crore in 7M FY2021 compared to Rs. 48.25 crore in 7M FY2020
and is expected to achieve an operating income of more than Rs. 90 crore in FY2021. Similar to other players in the industry,
the entity’s margins are vulnerable to volatility in cashew price movements and forex fluctuations.

The Stable outlook reflects ICRA’s expectation that the Achal Group would be able to sustain the revenues and operating
margins at FY2020 levels.

Key rating drivers and their description

Credit strengths

Experienced promoters in cashew processing industry — The promoters of the Achal Group have more than three decades
of experience in the cashew processing industry. Further, it has established relationship with its suppliers resulting in ease
of procurement of RCNs.

Diversified customer base — The company sells processed cashew kernels to distributors, wholesalers, institutional buyers,
supermarkets and dealers in the international as well as domestic markets. The Group has a network of more than 50
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distributors across India. It has a long-term relationship with several of its buyers in the domestic market who deal
exclusively with the Group.

Credit challenges

Weak financial risk profile — The Group’s net worth is negative owing to net losses in FY2018 and FY2019. The coverage
indicators are modest with interest cover of 1.24 times and Debt/OPBIDTA of 4.89 times in FY2020 due to high debt levels
and low margins. The total debt of Rs. 37.83 crore mainly includes unsecured loan of Rs. 24.89 crore and the rest includes
working capital borrowing of Rs. 12.44 crore and term loan of Rs. 0.05 crore.

Margins exposed to volatility in cashew prices and foreign exchange fluctuations — The procurement of RCN is seasonal.
The prices of cashew kernels and RCNs vary on a daily basis, depending on the international demand-supply scenario,
exposing the company’s margins to the price fluctuations. Moreover, the availability of RCNs is subject to agro-climatic
risks. The Group’s operating margins increased to 8.60% in FY2020 from 1.22% in FY2019 owing to decrease in RCN prices.
The operating margins are expected to sustain at above 8% levels in FY2021.

Intense competition with low product differentiation and value addition limiting pricing flexibility — The company faces
stiff competition from a large number of small units. The Indian players face competition from other countries in the export
market. The industry is highly fragmented because of the low entry barriers owing to the low capital and technology
intensive nature of operations. The industry is highly dependent on labour and is affected by labour shortage issues from
time to time. The lack of product differentiation and intense competition restricts its bargaining position and pricing
flexibility.

Liquidity position: Adequate

The Group’s liquidity profile remains adequate with moderate utilisation of working capital limits in the past 12 months
ending October 2020. Further, modest capex plans and low repayment obligation in the near term to support its liquidity
position.

Rating sensitivities
Positive triggers — ICRA may upgrade the rating if the profitability and cash accruals improve, leading to a strong net worth
position. Moreover, interest coverage of more than 2.0 times on a sustained basis may trigger a rating upgrade.

Negative triggers — Negative pressure on the rating could arise if the margins decrease leading to deterioration of coverage
indicators or any delay in debtors result in further weakening of the liquidity position.

Analytical approach

Analytical Approach Comments
Corporate Credit Rating Methodology

Applicable Rating Methodologies
oA e e Consolidation and Rating Approach

Parent/Group Support Not Applicable
For arriving at the rating, ICRA has consolidated the financials of Achal Industries,
. Achal Industries Private Limited and Achal Cashews Private Limited, considering
Consolidation/Standalone . . L
the common management and the strong operational and financial linkages

between them.
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About the company

Incorporated in 1982, Achal Cashews Private Limited is involved in processing organic as well as conventional RCNs to
cashew kernels, apart from processing small quantity of almonds as well. In addition, the company sells cashew byproducts
such as cashew shells and peels. The company is promoted by Mr. G. Giridhar Prabhu and his family. It has an established
processing capacity of ~15 metric tonnes per day and generates almost its entire revenues from the domestic market.
Apart from ACPL, the group comprises Achal Industries Private limited which is also involved in processing RCNs into
finished cashew kernels as well as in trading RCNs; Achal Primenuts Private Limited, Achal Industries and Achal Farm
Products Private Limited, which manage retail outlets in Bangalore and Mangalore, respectively.

Key financial indicators

FY2019 FY2020*
Operating Income (Rs. crore) 109.45 89.95
PAT (Rs. crore) -5.62 0.41
OPBDIT/ Ol (%) 1.22% 8.60%
RoCE (%) -0.54% 22.39%
Total Outside Liabilities/Tangible Net
Worth (times) ; oi/9 Ris
Total Debt/ OPBDIT (times) 31.32 4.82
Interest Coverage (times) 0.20 1.24

*Provisional; Note: Key financial indicators are on consolidated basis of Achal Cashew Private Limited, Achal Industries Private Limited and Achal
Industries.

Status of non-cooperation with previous CRA: None

Any other information: None
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Rating history for last three years

Current Rating (FY2021) Rating History for the past 3 years

Amount Amount Date & Date & Date & Date &
Instrument Rated Outstanding Ratin Rating in Rating in Rating in

Type (Rs as on March g FY2020 FY2019 FY2018
cro.re) 31, 2020 January 04, October- 05-April- 13-April-

(Rs.crore) 2021 31-2019 2018 2017

[ICRA]B+ [ICRA]B- [ICRA]BB- [ICRA]BB

1 Term Loan Long Term  2.50 0.05 (Stable) (stable) (Stable) (stable)
. i [ICRA]B+ [ICRA]B- [ICRA]BB-  [ICRA]BB

2 CEnGreels LEmE e 2550 (Stable) (Stable) (Stable) (Stable)

Complexity level of the rated instrument:
ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The
classification of instruments according to their complexity levels is available on the website www.icra.in

www.icra.in 1


https://www.icra.in/Rating/ShowRatingPolicyReport/?id=1&type=new

ICRA

Annexure-1: Instrument details

Date of

Issuance /
ISIN No Instrument Name Sanction
NA Term Loan April 2013

NA Cash Credit -

Source: Achal Cashews Private Limited
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Corrigendum

Document dated January 04, 2021 has been corrected with the revision as detailed below:

The Key Financial Indicator table in page 3 has been revised: The PAT for FY2020 has been revised to Rs. 0.41 crore from
Rs. - 0.41 crore.
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ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services

companies as an independent and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit
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