KRBL Limited

Amount Rating Action
Instrument (Rs. Crore) September 2015
Term loan 318.31 Reaffirmed at [ICRA]AA- stable
(earlier — Rs. 370.67 crore)
Fund based limits 1575.00 Reaffirmed at [ICRAJAA- stable
Non fund based limits 90.00 Reaffirmed at [ICRAJAL+
Commercial Paper 150.00 Reaffirmed at [ICRAJAL+

ICRA has reaffirmed the long term rating at [ICRA]JAA- (pronounced as ICRA double A minus) for Rs.
318.31 crore” term loans (earlier Rs. 370.67 crore) and Rs. 1,575.00 crore fund based working capital
facilities of KRBL Limited (KRBL)*. The outlook on the long term rating is stable. ICRA has also
reaffirmed the short term rating at [ICRA]JA1+ (pronounced as ICRA A one plus) for Rs. 90.0 crore non-
fund based limits and Rs. 150 crore commercial paper programme of the company.

The rating reaffirmation takes into consideration KRBL's established position in the basmati rice
industry which has helped the company register healthy growth in its turnover and improvement in its
profitability over last few years driven by strong demand and high prices. The company has reported
revenue growth of around 9% in FY2015 driven by increase in both volume and realizations. During
FY2015, the growth in exports was driven by higher realizations whereas the volumes sold were
largely similar as that in FY2014; and in the domestic market company reported healthy increase in
volumes sold along with moderate increase in realizations.

During FY2015 the paddy prices declined significantly because of increased supply and subdued
international demand in the industry given ban on import of rice by Iran (largest buyer of Indian
basmati rice in FY2014). Given such scenario KRBL increased its inventory acquisition and purchased
sizeable paddy in anticipation of strong export orders and rising domestic demand. Selling such huge
inventory in current year may become challenging for the company; however, its strong brand image
and established relationship with buyers mitigate the risk to an extent. Given low paddy prices in FY15
the average rice realization in FY16 are expected to decline, however it is not expected to materially
impact its profitability.

With healthy internal accruals generation, KRBL's net worth has registered healthy growth, and this
has led to decline in its gearing to 1.02 times as on March 31, 2015 from 1.3 times as on March 31,
2014. Further, healthy accrual generation has led to strong debt coverage indicators such as interest
coverage of 6.1 times and Net Cash Accrual/Total Debt of 25% in FY2015. Increasingly, the company
has been able to fund its working capital requirements by its net-worth thereby moderating
dependence on bank-funding, as also highlighted by sufficient cushion in utilization of the working
capital limits against the drawing power.

Apart from above, the ratings continue to derive comfort from KRBL’s experienced management and
its long track record in the basmati rice industry. KRBL is a leading exporter of basmati rice from India
and has a strong market share in the branded basmati rice sales in both domestic and export markets.
Further the company has been regularly investing in creating additional infrastructure at its facilities
(especially its plant at Dhuri, Punjab) which has helped in increasing capacity utilization, operational
efficiencies and increased production of value additive byproducts. The ratings also continue to reflect
KRBL’s healthy financial profile marked by healthy debt protection indicators and limited debt
repayment obligations in near future. Further, the ratings derive strength form company’s strategic
programmes like contact farming and seed development programme to ensure availability of quality
paddy. The ratings also favourably factor in the company’s expansion into renewable energy
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generation which has helped the company become self sufficient to largely meet its energy needs and
has provided additional stream of revenues for the company.

However, the basmati rice industry is characterized by high working capital intensity as all the players,
including KRBL, are required to keep sizeable stock of inventory given the seasonality in the
availability of basmati paddy (October to December). The inventory requirements are further
accentuated by the need to ‘age’ the rice by storing it for a period of time, as the ageing improves the
quality of rice and attract premium pricing. Thus the working capital requirements of the business
remain high.

The ratings also take into consideration the intensely competitive nature of the rice industry, moderate
capacity utilization of KRBL’s Dhuri plant, and relatively high gearing levels with respect to the rating
category. The ratings also factor in the inventory price risk associated with carrying sizeable quantity of
inventory. Further the company is exposed to agro climatic risks impacting the availability and quality
of paddy and hence its pricing.

Going forward ICRA expects the profitability of the company to remain robust and with limited debt
repayment obligation, debt coverage indicators of the company to remain comfortable.

About the company

KRBL Limited was promoted in 1993 by Mr. Anil K. Mittal, Mr. Anoop K. Gupta and Mr. Arun K. Gupta.
The company is one of the largest integrated rice companies in India with a downstream product chain
including by-products like rice bran oil, de-oiled cakes and furfural fuel additive. KRBL deals in basmati
as well as non-basmati varieties. Nevertheless, its main focus area is milling of basmati rice, which is a
more lucrative segment in the global rice industry.

KRBL is a fully integrated rice company with experience of more than 25 years in the rice industry.
Basmati is the mainstay of the business. In the global rice industry, basmati is the more lucrative
segment because of low competition (India & Pakistan are the only players, with Indian Basmati being
superior in quality), higher realization, increasing domestic and export demand and low government
regulation.

Recent Results

During FY2015, on consolidated basis, the company has reported sales of Rs. 3,161 crore and net
profit of Rs. 322 crore as against total sales of Rs. 2911 crore and net profit of Rs. 255 crore in
FY2014.

September 2015
For further details please contact:
Analyst Contacts:
Mr. Sabyasachi Majumdar (Tel. No. +91 124 4545304)
sabyasachi@icraindia.com

Relationship Contacts:
Mr. Vivek Mathur (Tel. No. +91-124-4545310)
vivek@icraindia.com

© Copyright, 2015, ICRA Limited. All Rights Reserved.
Contents may be used freely with due acknowledgement to ICRA

ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings
are subject to a process of surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator
of ICRA’s current opinion on the relative capability of the issuer concerned to timely service debts and obligations,
with reference to the instrument rated. Please visit our website www.icra.in or contact any ICRA office for the latest
information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources
believed by it to be accurate and reliable, including the rated issuer. ICRA however has not conducted any audit of
the rated issuer or of the information provided by it. While reasonable care has been taken to ensure that the
information herein is true, such information is provided ‘as is’ without any warranty of any kind, and ICRA in
particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness




of any such information. Also, ICRA or any of its group companies may have provided services other than rating to
the issuer rated. All information contained herein must be construed solely as statements of opinion, and ICRA shall
not be liable for any losses incurred by users from any use of this publication or its contents.




Registered Office
ICRA Limited

1105, Kailash Building, 11th Floor, 26, Kasturba Gandhi Marg, New Delhi 110001

Tel: +91-11-23357940-50, Fax: +91-11-23357014

Corporate Office

Mr. Vivek Mathur

Mobile: 9871221122

Email: vivek@icraindia.com

Building No. 8, 2nd Floor, Tower A, DLF Cyber City, Phase Il, Gurgaon 122002
Ph: +91-124-4545310 (D), 4545300 / 4545800 (B) Fax; +91- 124-4050424

Mumbai
Mr. L. Shivakumar

Mobile: 9821086490
Email: shivakumar@icraindia.com

1802, 18th Floor, Tower 3,

Indiabulls Finance Centre,

Senapati Bapat Marg,

Elphinstone, Mumbai 400013,

Board : +91-22-61796300; Fax: +91-22-24331390

Kolkata

Mr. Jayanta Roy

Mobile: +91 9903394664
Email: jayanta@icraindia.com

A-10 & 11, 3rd Floor, FMC Fortuna

234/3A, A.J.C. Bose Road

Kolkata—700020

Tel +91-33-22876617/8839 22800008/22831411,
Fax +91-33-22870728

Chennai

Mr. Jayanta Chatterjee
Mobile: 9845022459

Email: jayantac@icraindia.com

5th Floor, Karumuttu Centre

634 Anna Salai, Nandanam

Chennai—600035

Tel: +91-44-45964300; Fax: +91-44 24343663

Bangalore

Bangalore

Mr. Jayanta Chatterjee
Mobile: 9845022459

Email: jayantac@icraindia.com

"The Millenia'

Tower B, Unit No. 1004,10th Floor, Level 2 12-14,1 & 2,
Murphy Road, Bangalore 560 008

Tel: +91-80-43326400; Fax: +91-80-43326409

Ahmedabad

Mr. L. Shivakumar

Mobile: 989986490

Email: shivakumar@icraindia.com

907 & 908 Sakar -II, Ellisbridge,

Ahmedabad- 380006

Tel: +91-79-26585049, 26585494, 26584924; Fax: +91-
79-25569231

Pune

Mr. L. Shivakumar

Mobile: 989986490

Email: shivakumar@icraindia.com

5A, 5th Floor, Symphony, S.No. 99, CTS 3909, Range Hills
Road, Shivajinagar,Pune-411 020
Tel: + 91-20-25561194-25560196; Fax: +91-20-25561231

Hyderabad

Mr. Jayanta Chatterjee
Mobile: 9845022459

Email: jayantac@icraindia.com

4th Floor, Shobhan, 6-3-927/A&B. Somajiguda, Raj
Bhavan Road, Hyderabad—500083
Tel:- +91-40-40676500



mailto:vivek@icraindia.com

