Itarsi Oils & Flours Private Limited

Instrument Amount (Rs. Crore) Rating Action
Term Loan 4.04 (reduced from 7.07) [ICRA]BBB (Stable) Upgraded from [ICRA]BBB-
(stable)

Fund Based Limits 120.00 [ICRA]BBB (Stable) Upgraded from [ICRA]BBB-

(cey (stable)

Unallocated 5.46 (enhanced from [ICRA]BBB (Stable) Upgraded from [ICRA]BBB-
2.43) (stable)

Non-Fund Based 5.00 [ICRA]JA3+ Upgraded from [ICRA]JA3

Limits

#Long-term limits are interchangeable with short-term limits to the extent of Rs. 75 crore; if the limits
are short-term, rating of [[CRA]JA4 will be applicable

ICRA has upgraded the long term rating outstanding on the Rs. 4.04 crore” (reduced from Rs. 7.07
crore) term loan, the Rs. 120.00 crore fund based limits and the Rs. 5.46 crore (enhanced from Rs.
2.43 crore) unallocated limits of Itarsi Oils & Flours Limited (IOFL / the company)' to [ICRA]BBB
(pronounced ICRA triple B) from [ICRA]BBB- (pronounced ICRA triple B minus). ICRA has also
upgraded the short-term rating outstanding on the Rs. 75.00 crore fund based (the long-term fund
based limits are interchangeable with short-term limits to the extent of Rs. 75 crore) and the Rs. 5.00
crore non-fund based limits of IOFL to [ICRA]JA3+ (pronounced ICRA A three plus) from [ICRA]A3
(pronounced ICRA A three). The outlook on the long-term rating is Stable.

The revision in ratings factors in improvement of the company’s capital structure with gearing at 0.53
times as on March 31, 2015 owing to lower working capital borrowings coupled with low repayment
obligations going forward enhancing the financial flexibility of the company. The ratings further
positively factor in the increase in import duty on crude and refined vegetable oils by 5%, the
promoters’ established position in the soya industry, and the company’s locational advantage from its
proximity to the raw material source as well as major ports, which facilitates exports. The ratings also
consider IOFL’s gradual shift from commodity to branded products—particularly in refined oil, with
further plans of foraying into the edible soy product segment.

The ratings, however, remain constrained by the modest financial profile as indicated by a decline in
scale of operations along with low profitability levels arising out of the low value-added nature of the
business, however ICRA notes the consistency in profit margins over the last five fiscals with operating
profit margins (OPM) at ~3% despite the downturn in the industry. The decline in scale of operations
was owing to low availability and subsequent high prices of soybean in the market, making the
company’s operations highly vulnerable to availability and prices of soybean in the market. ICRA also
notes that the profitability of domestic edible oil players remains vulnerable to import pressures, the
high competitive intensity in the edible oil industry, lack of pricing power, volatility in global edible oil
prices and changes in import duty differential between crude and refined oil.

Going forward, the company’s ability to improve its profitability levels by adding more value-added
products to its portfolio, while managing raw material price fluctuations, remains critical from a credit
perspective.

" 100 lakh = 1 crore = 10 million

For a complete rating scale and definitions, please refer to ICRA’s website (www.icra.in) or other ICRA rating
publications.


http://www.icra.in/

Company Profile

Itarsi Oils & Flours Private Ltd. (IOFL), the erstwhile Itarsi Oils & Flours Ltd., was incorporated in 1987.
IOFL is involved in the solvent extraction and refining of edible oil, flour milling and trading of
commodities such as gram, wheat, soya oil and soybeans. It produces soya De-Oiled Cake (DOC),
also known as soymeal, through solvent extraction, which is used for animal feed. Headquartered in
Mumbai, the company has solvent extractions plants and refineries at Itarsi and Khandwa in Madhya
Pradesh. IOFL is a subsidiary of the Raipur-based KN Group, which is engaged in agro processing
and trading activities.

Recent Results
For the year ended March 31, 2014, the company reported a Profit after Tax (PAT) of Rs 9.99 crore on
an Operating Income (OIl) of Rs. 982.71 crore. For the year ended March 31, 2015, the company
reported a PAT of Rs. 9.12 crore on an Ol of Rs. 769.67 crore (unaudited).
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