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ICRA has downgraded the long-term rating outstanding on the Rs. 145.25 crores® term loans of Agro
Dutch Industries Limited (ADIL) from LC (pronounced L C) to LD (pronounced L D). T ICRA has also
downgraded the short-term rating outstanding on the Rs. 25 crores short-term loans, Rs. 135.25 crores
fund based limits and Rs. 20.50 crores non-fund based limits from A4 (pronounced A four) to A5
(pronounced A five).

The revision in ratings reflects the continued deterioration in the financial performance of Agro Dutch
Industries Limited (ADIL) owing to the significant drop in demand for mushrooms globally and the
corresponding decline in prices, which has led to the company reporting losses in the last three years.
The rating also factors in the considerable increase in debtor days (due to delays in payment by the
US buyers) and inventory days (due to considerable order cancellations or deferment) resulting in
significant working capital blockage and stretched liquidity position of the company. These factors have
resulted in inadequate debt servicing capability and re-schedulement of debt by the company. Despite
the moratorium offered under the Corporate Debt Restructuring (CDR) scheme, ADIL has not been
able to service its debt obligations in a timely manner. The ratings are further constrained by the
competitive nature of the industry, susceptibility of the company’s business to regulatory changes in
the importing countries, and ADIL’s high gearing level (4.41 times as on FY10) on account of debt
funded capital expenditure, high working capital borrowings and erosion of net worth due to losses.
Nevertheless, ICRA has also taken into consideration ADIL’'s experienced management, its long track
record in the mushroom industry; and its operational efficiencies with backward integration into
generation of power, compost-preparation and manufacturing of tin-cans and gradual improvement in
demand and prices of mushrooms in international markets. Going forward, the company’s ability to
benefit from favourable demand outlook and operate its capacity at high capacity utilization, to improve
its contribution margins by keeping its costs under control, and infuse long term funds to improve the
liquidity of the company will remain key rating drivers.

Company Profile

Agro Dutch Industries Limited (ADIL) was incorporated in May 1992 as “Indo Dutch Foods Limited” by
Mr. Malvinder Singh as a joint sector enterprise in collaboration with Punjab Agro Industries
Corporation Limited (PAICL). Over the years, promoters bought back the entire stake of PAICL and
subsequently, name of the company was changed to “Agro Dutch Industries Limited” w.e.f. 8th
January 2001. Listed with the Bombay Stock Exchange (BSE) and the National Stock Exchange
(NSE), ADIL is a 100% export oriented unit involved in cultivation, processing and packaging of white-
button mushrooms. In its manufacturing unit located in Lalru (Punjab), company cultivates fresh
mushrooms (installed capacity of 60,000 tonnes per annum (tpa)) and thereafter the same is

1100 lakh = 1 crore = 10 million
T For complete rating scale and definitions, please refer to ICRA’s website www.icra.in or other ICRA
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processed and canned (installed capacity of 36,000 tpa) for export markets. Company also has a
captive unit for manufacturing tin-cans for packaging of exportable mushrooms and a co-generation
plant.with an installed capacity of 6 mega watts (MW). This apart, company is setting up a can-making
facility and an easy-open ends unit in Chennai at an estimated cost of Rs. 128 crores. For the financial
year (FY) ending March 2011, ADIL recorded net sales of Rs. 134.45 crores and net loss of Rs. 92.29
crores.
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