ICRA

R. P. Basmati Rice Limited

Instrument Amount Rating
Rs. Crore March 2016
Fund Based Limits 235.41 Reaffirmed at [ICRA]BBB- (Stable)

(including unallocated limits)
(earlier Rs. 237.75 crore including term

loans)

Forward Cover Limits 4.34 Reaffirmed at [ICRAJA3
(earlier Rs. 2.00 crore)

Total 239.75

ICRA has reaffirmed the rating at [ICRA]BBB-(pronounced ICRA triple B minus) for Rs. 235.41 crore’
(including unallocated limits - earlier Rs. 237.75 crore including term loans) long term fund based bank
limits of R. P. Basmati Rice Limited (RPBRL)". The outlook on the long term rating is stable. ICRA has
also reaffirmed the short term rating at [ICRA]JA3 (pronounced as ICRA A three) for Rs. 4.34 crore
(earlier Rs. 2.00 crore) short term forward cover limits of RPBRL.

The ratings reaffirmation takes into account the steady growth in operating income of the company in
FY15 primarily driven by increased realisation in the domestic market. In the current year the company
has reported steady growth in volumes sold in 9MFY16, however because of decline in realisations
value of sales had been on lower side. Further, the ratings continue to derive comfort from the
promoters’ long track record of operations in the rice industry, company’s established relationship with
its customers and proximity to raw material sources of Haryana and Punjab owing to its factory being
located in Karnal, Haryana. Apart from these, the ratings also factor in the low customer concentration
risk faced by the company as a result of diversification of its customer base with entry into new export
destinations.

The ratings however are constrained by prevailing weak industry demand in export markets resulting in
a downward pressure on company’s realizations. Weak demand has further impacted the moderate
profitability of the company and has led to a build up of finished goods inventory and higher credit
period for its customers resulting in an increase in its working capital intensity. Consequently the
working capital borrowings of the company have increased resulting in increased gearing from 1.68
times as on March 31, 2014 to 2.02 times as on March 31, 2015 (1.90 times as on December 31,
2015). This coupled with moderate profitability has resulted in subdued debt protection metrics with
interest coverage of 1.2 times and Net Cash Accruals/Total Debt of 3.8% in FY15. Apart from these,
ICRA has also noted the company’s exposure to agro climatic risks, limited pricing flexibility due to
intensely competitive nature of the industry, commodity price risk with respect to its high inventory level
and exposure to adverse movement in foreign exchange rates amid company’s selective hedging
practices.

Going forward, the company'’s ability to achieve steady revenue growth and improve its profitability and
working capital intensity, along with maintaining comfortable capital structure remain the key rating
sensitivities.

Company Profile

R.P. Basmati Rice Limited (RPBRL) was established in 1998 as a partnership firm and was converted
in to public limited company in 2001. The promoter Mr. R. P. Singhal had been involved in trading and
processing of agro commaodities including rice, spices and pulses for around three decades. RPBRL is
primarily engaged in the milling/processing and trading of Basmati and Non- Basmati paddy/rice apart
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from trading of spices, pulses and few other agricultural products. The rice milling/processing facility of
the company is located in Karnal, Haryana with milling capacity of 16 metric tonnes per hour (MTPH).

Recent Results

During 9MFY16 RPBRL has reported profit after tax of Rs. 4.3 crore on an operating income of Rs.
333.3 crore. As per the audited results, RPBRL reported a net profit of Rs. 5.3 crore on an operating
income of Rs.487.4 crore for the year ended March 31, 2015 as against a net profit of Rs. 6.1 crore on
an operating income of Rs. 475.6 crore for the year ended March 31, 2014.
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