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Total 1.00 1.00

Rating action

ICRA has reaffirmed the long-term rating at [ICRA]B+ (pronounced ICRA B plus) for the Rs. 1.00-crore? bank limits of Mula
Agro Products Private Limited (Mula)?. The outlook on the rating is Stable. Also, the rating is removed from the ‘Issuer
not cooperating’ category.

Rationale

The rating continues to remain constrained by the firm’s muted profitability with a major portion of revenues
contributed by sale of milk where value addition remains limited. The rating also takes into consideration the decline in
operating income(Ol) to Rs. 80.68 crore in FY2018 from Rs. 89.25 crore in FY2016. ICRA also notes the susceptibility of
the firm’s operating margins to adverse fluctuations in milk procurement prices. The rating further considers the intense
competition faced by the firm from organised and unorganised players in the dairy industry.

However, the rating reaffirmation considers the extensive experience of the promoters with an operating track record of
more than two decades in the dairy industry. The rating also takes into consideration the proximity of the firm to raw
milk suppliers which ensures timely receipt of raw milk and unhindered flow of production. ICRA also notes the
comfortable capital structure of the firm, supported by low debt levels as reflected by the gearing ratio of 0.15 times as
on March 31, 2018.

Outlook: Stable

ICRA believes that Mula will continue to benefit from the extensive experience of its promoters in the dairy industry.
Mula’s revenues are expected to improve gradually in the near term following an anticipated increase in selling prices of
milk. The outlook may be revised to Positive if the company is able to register a significant improvement in Ol and the
profit margins despite fluctuations in milk procurement prices. The outlook may be revised to Negative if the Ol
deteriorates in the coming years with an adverse impact on the profitability.

1100 lakh = 1 crore = 10 million
2For complete rating scale and definitions, please refer to ICRA's website www.icra.in or other ICRA Rating Publications
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Key rating drivers

Credit strengths

Vast experience of the promoters spanning over two decades in the dairy industry - Incorporated in 1993, Mula’s
promoters have extensive experience of more than two decades in the dairy industry, which have enabled the firm to
establish its position in the domestic market.

Proximity to raw milk suppliers ensures timely receipt of raw milk - Mula’s manufacturing facility is located at Rahuri,
the highest milk producing region in Ahmednagar, which ensures timely receipt of raw milk and unhindered flow of
production.

Comfortable capital structure supported by low debt levels - The firm’s outstanding debt consists only of unsecured
loans of Rs. 0.98 crore with no outstanding bank facilities, against a net worth position of Rs. 6.40 crore as on March 31,
2018. Hence it has a comfortable capital structure with a gearing ratio at 0.15 as on March 31, 2018.

Credit challenges

Decline in revenues owing to reduction in capacity utilisation - The firm’s operating income reduced by 9.86% to Rs.
80.47 crore in FY2017 from Rs. 89.25 crore in FY2016 and was on similar levels at Rs. 80.68 crore in FY2018. This was
because the firm reduced its business in bulk milk, which led to a decline in its capacity utilisation to 65.72% in FY2018
from 86.10% in FY2016.

Muted profitability with majority of revenues contributed by sale of milk where value addition remains limited - The
operating margins of the firm have reduced to 2.79% in FY2017 from 3.45% in FY2016 and further to 1.84% in FY2018.
This is because of fluctuation in milk procurement prices and low value addition involved in the business of the sale of
processed milk.

Intense competition from co-operatives, other private players and the unorganised sector - The dairy industry is highly
fragmented and comprises small private dairies, established private players and milk co-operatives which limit the firm’s
pricing power.

Susceptibility of margins to fluctuations in milk procurement prices - The prices of raw milk vary as per fluctuations in
demand of skimmed milk powder (SMP). Thus, an increase in the prices of SMP in the international markets leads to rise
in milk procurement prices. But if the prices of packaged milk remain unchanged, it squeezes the profitability margins of
companies that are involved in the processing and selling of milk.

Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated below.
Links to applicable criteria:

Corporate Credit Rating Methodology

About the company:

Incorporated in 1993, Mula Agro Products Pvt. Ltd. is involved in the processing of milk and manufacturing of milk
products. The operations of the company are collectively managed by its directors, who have an experience of over two
decades in the dairy industry. The company’s manufacturing facility is located at Rahuri, Ahmednagar and has a
processing capacity of 100,000 litres per day. The manufacturing facility is well equipped with the requisite infrastructure
of collection, chilling, pasteurisation, grading, packaging and storage of milk and milk-derived products.
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The firm reported a net profit of X0.66 crore on an Ol of Rs 80.68 crore in FY2018 and a net profit of Rs 0.88 crore on an
Ol of Rs 80.47 crore in FY2017.

Key financial indicators (Audited)

FY2017 FY2018
Operating Income (Rs. crore) 80.47 80.68
PAT (Rs. crore) 0.88 0.66
OPBDITA/ Ol (%) 2.79% 1.84%
RoCE (%) 27.78% 14.64%
Total Debt/ TNW (times) 0.21 0.15
Total Debt/ OPBDITA (times) 0.44 0.66
Interest Coverage (times) 145.19 906.42

OPBDITA: Operating Profit before Depreciation, Interest, Taxes and Amortisation; PAT: Profit after Tax;
NWC: Net Working Capital; RoCE: Return on Capital employed; TNW: Tangible Net Worth
Source: Financial statements of Mula and ICRA research

Status of non-cooperation with previous CRA: Not applicable

Any other information: None

Rating history for last three years:

Chronology of Rating History for the past

Current Rating (FY2019) 3 years
Date & Date &
Date Date & Rating Ratingin Rating in
Amount Amount &Rating in FY2018 FY2017 FY2016
Rated Outstanding August July 2015
Instrument Type (Rs. crore) (Rs. crore) 2018 January 2018  July 2016 y
1 FundBased Term Long 0.00 - - [ICRA]B+ [ICRA]B+ -
Loan Term (Stable);
ISSUER NOT
COOPERATING
2 Unallocated Long 01.00 - [ICRA]B+ [ICRA]B+ [ICRA]B+ -
Limits Term (Stable) (Stable);
ISSUER NOT

COOPERATING

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: Instrument Details

Date of Amount
Issuance / Coupon Maturity Rated Current Rating
ISIN No. Instrument Name Sanction Rate Date (X crore) and Outlook
NA Unallocated Limits NA NA NA 01.00 [ICRA]B+
(Stable)
Source: Mula
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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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