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Shree Hari Industries 

*Instrument Details are provided in Annexure-1 

 

Rating Action  

ICRA has upgraded the long term rating to [ICRA]BB+ (pronounced ICRA double B plus) from  

[ICRA]BB (pronounced ICRA double B) to the Rs. 18.00 crore bank facilities of Shree Hari Industries; 

(SHI). The outlook on the rating is ‘Stable’. 

 

Rationale  

The rating revision is driven by the consistent growth in the revenues and improvement in the 

profitability. The operating income of the firm increased by ~5% over the last one year from Rs. 233.41 

crore in FY2015 to Rs. 244.05 crore in FY2016. Further, the firm has reported healthy revenues of Rs. 

224.66 crore in the first 9 months of FY2017, which has been accompanied by an expansion in its profit 

margins. The firm’s capital structure has also improved from equity infusion by the promoters. Higher 

profitability, coupled with lower debt and equity infusion has resulted in significant improvement in 

capitalization and debt coverage indicators. Further, the rating continues to factor in the promoters’ 

significant experience and long track record in mustard oil and related products; strong regional market 

presence in mustard oil segment; and favourable demand prospects for edible oil in India.  

 

However, the rating is constrained by the high business risks associated with the edible oil (and related 

products) industry including high competitive intensity and fragmentation; vulnerability of profitability of 

domestic edible oil players to import pressures and changes in duty differential between crude and refined 

oil; exposure to commodity price and agro-climatic risks and risks inherent in the partnership form of 

business. 

 

Going forward, sustainability of profitability notwithstanding the fluctuations in the commodity prices, 

efficient working capital management and capacity utilisation would be the key rating sensitivities. 

Further, any large debt funded capital expenditure would be a rating sensitivity.   

 

Key rating drivers  

 

Credit Strengths 

 Long track record of promoters of almost five decades in mustard oil and related products 

 Strong regional market presence in Bihar, Jharkhand, Orissa region with brand “Engine”; have also 

diversified product portfolio recently by adding soya and sesame oil which are procured from other 

manufactures and are sold under the firm’s brand 

 Favourable demand prospects for edible oil in India 

 Healthy capital structure of the firm as reflected in low gearing (1.30 times in FY2016) and strong 

debt coverage indicators 

 

Instrument* Rated Amount 

(in crore) 

Rating Action 

 

Cash Credit 18.00 Upgraded to [ICRA]BB+(Stable) from 

[ICRA]BB (Stable), suspension revoked  



 

Credit Weakness 

 High business risks inherent in edible oil business including high fragmentation and  competition; 

import threat; vulnerability to fluctuations in the international prices of edible oils, changes in duty 

differential between crude and refined oil 

 Exposure to agro-climatic risks which could affect the availability of the main raw material, 

mustard seeds 

 Risk inherent in the partnership form of business 

 

Description of key rating drivers highlighted above: 

The promoters of the firm have been involved in mustard oil and related products business since almost 

five decades and possess extensive experience which helps the firm to maintain healthy relationships with 

the customers as well as the suppliers. ICRA also favourably factors in healthy financial profile as 

reflected by strong operating and profitability margins; low gearing and strong debt coverage indicators. 

Further, the rating continues to factor in the strong regional market presence of the firm in mustard oil 

segment and favourable demand prospects for edible oil in India.  

 

The rating is constrained by high business risks associated with the edible oil (and related products) 

industry including vulnerability of profitability of domestic edible oil players to import pressures and 

changes in duty differential between crude and refined oil and risks inherent in the partnership form of 

business. Further, the fragmented nature of industry leads to high competitive intensity. The company is 

also exposed to vulnerability to foreign exchange fluctuation risk.  

 

Analytical approach: Standalone financials 

 

Links to applicable Criteria  

Corporate Credit Rating –A Note on Methodology  

(http://www.icra.in/Files/Articles/2009-October-Rating-Corp-Rating-Methodology.pdf) 

 

About the Company:  

Incorporated in 1959, Shree Hari Industries (SHI) is engaged in the manufacturing of mustard oil and 

mustard cake and has mustard seed crushing capacity of 60,000 tonnes per annum (TPA). The operations 

of the firm are managed by the Aggarwal family. The firm mainly operates in the branded retail segment, 

primarily in the states of Bihar, Jharkhand, Orissa and the North-East, through its registered brand 

‘Engine’.  

 

As per the audited financials of 2015-16, SHI reported a net profit of Rs. 5.36 crore on an operating 

income (OI) of Rs. 244.05 crore as against a net profit of Rs. 4.90 crore on an OI of Rs. 233.41 crore in 

2014-15. 

 

Status of non-cooperation with previous CRA: Not Applicable 

 

Any other information: Not Applicable  

http://www.icra.in/Files/Articles/2009-October-Rating-Corp-Rating-Methodology.pdf


 

Rating History for last three years: 

 

Table: Rating History 

S.No  Name of 

Instrument  

 

Current Rating  Chronology of Rating History for the 

past 3 years  

Type 

 

Rated 

amount 

(Rs. 

Crores) 

 

Month-year 

& 

Rating 

Month- 

year & 

Rating in 

FY2016 

Month- 

year & 

Rating in 

FY2015 

Month- year 

& Rating in 

FY2014 

    March 2017 July 2016 February 

2015 

March 2014 

1 Cash Credit Long Term 18.00 

 

[ICRA]BB+ 

(Stable) 

[ICRA]BB 

(Stable); 

Suspended 

[ICRA]BB 

(Stable) 

NA 

2 Term Loan Long Term Nil 

(Earlier 

1.70) 

NA NA NA [ICRA]BB- 

(Stable) 

3 Cash Credit Long Term Nil 

(Earlier 

8.00) 

NA NA NA [ICRA]BB- 

(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 
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Annexure-1 

Details of Instrument 

Name of the 

instrument  

Date of 

issuance 

Coupon rate Maturity 

Date 

Size of the 

issue 

(Rs. Cr) 

Current Rating and 

Outlook 

Cash Credit - - - 18.00 [ICRA]BB+ (Stable) 
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About ICRA Limited: 

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 Rating Agency Moody’s Investors Service is ICRA’s largest 

shareholder. 

For more information, visit www.icra.in   
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