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Summary of rated instruments

Instrument* Previous Rated Current Rated Rating Action

Amount Amount
Fund Based/Non-Fund Based Facilities [ICRAJAA+(S) (Stable)
(part of the regional umbrella facilities USD 50 million USD 50 million reaffirmed/ [ICRA]JA1+(S) re-
for Asia Pacific subsidiaries of Cargill assigned from [ICRAJAL+
Incorporated) USD 258 million USD 330 million [ICRA]A1+; re-affirmed
Fund based/ Non-fund-based facilities USD 50 million & USD 50 million [ICRA]A1+; re-affirmed

Rs. 70 crore
Short-term Non-fund based - Rs. 1060** crore [ICRA]A1+; re-affirmed
Commercial Paper Rs. 300 crore Rs. 300 crore [ICRA]A1+; re-affirmed

* Instrument details are provided in Annexure-1. **100% cash backed facility

Rating action

ICRA has reaffirmed the short-term rating of [ICRA]JA1+ for bank facilities and Commercial Paper Programme of Cargill
India Private Limited. The long-term rating of [ICRA]JAA+(S) for the USD 50 million facility is also reaffirmed and the short-
term rating for the same limit was re-assigned from [ICRA]JA1+ to [ICRA]A1+(S), to reflect that the rated facility is backed
by a guarantee from Cargill Incorporated, USA and that these short-term facilities are interchangeable with the long-
term facilities, for the said amount. The outlook on the long-term rating is Stable.

The letter ‘S’ in parenthesis suffixed to the rating symbol denotes that the rating is supported by a third-party guarantee,
but one that is without an invocation and payment mechanism to enable timely debt servicing. An ‘S’ rating does not
represent ICRA’s opinion on the general credit quality of the entity concerned.

Rationale

The ratings draw comfort from CIPL’s strong linkages with its parent, Cargill Incorporated (Cargill Inc., rated A2/Stable/P1
by Moody’s Investor Services) and the continued financial support in the form of equity infusion, external commercial
borrowings (ECB), as well as corporate guarantees® for banking facilities. The ratings continue to favourably factor in the
strategic importance of the Indian market for the parent that has invested over Rs. 1,400 crore in the past five years. In
line with the strategy of Cargill Inc., CIPL has invested in the creation of manufacturing infrastructure for its Food
Ingredient and Bio Industrial (FIBI) business vertical in India. Apart from this, the company invested towards the
acquisition of Sweekar and Leonard brands in the past and continues to do so for its refined oil division, which is its
largest revenue contributor in India. ICRA notes that CIPL continues to benefit from the strong operational linkages with
its parent through the access to information. It also benefits from the parent’s relationships for sourcing raw material
and tradable commodities, extended credit period, benefits from global relationships in food and related industries, as
well as access to knowledge of commodity flows and alignment of risk management practices with the parent.

Y In the event of the Guarantor revoking the guarantee for the third-party guaranteed facility, the captioned rating will not apply in
respect of any incremental exposure taken by the bank on the borrower, after the revocation notice is sent by the guarantor. In that
event, the rating on the facility will have to be reviewed.
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Outlook: Stable

The Stable outlook reflects ICRA’s belief that CIPL would continue to benefit from the operational and financial support
from its parent, given the strategic importance of the Indian market. The outlook may be revised to Positive if the parent
company’s financial risk profile improves and results in a rating upgrade. The outlook may be revised to Negative if there
is any change in the parent’s ability to support the company, any deterioration in the parent’s credit rating or any
misalignment of synergies with the parent entity.

Key rating drivers

Credit strengths

Strong parentage as subsidiary of Cargill Incorporated - Being a subsidiary of Cargill Inc., the company benefits through
the former’s extensive global sourcing and logistics network. Strong risk management practices, experience in trading in
various commodities and access to financial support from Cargill Inc. help CIPL with timely debt servicing. Moreover, the
parent’s strategic and reputational considerations, besides the explicit commitment shown by way of issuing a corporate
guarantee for CIPL’s bank facilities are other favourable factors.

Conservative capital structure - The company received equity infusion of over Rs. 1,400 crore over the five-year period
from FY2013 to FY2018, which was deployed towards capex, brand acquisitions and loss funding requirements. Further,
a significant portion of the long-term debt on the books of the company accounts for external commercial borrowings
(ECBs) from fellow subsidiary. However, the debt coverage metrics remained weak as on March 31, 2018, TD/OPBITDA
stood at 7.0 times (PY: 28.0 times) and NCA/TD at 13.0% (PY: -3.0%).

Strategic importance of the company in the Cargill Inc’s portfolio - Support from the parent is expected to continue as
India is among the strategic and critical growth markets for Cargill Inc.

Improving product diversification besides backward integration - CIPL currently undertakes refining, packaging and
selling of edible oils as well as trading of agricultural commodities. Apart from trading in grains and refined oil, CIPL has
also made an entry into corn milling and flour milling, and is planning to expand its presence in speciality fats (used in
ice-creams and baby food) as well as speciality ingredients (used in culinary and pharmaceutical industries). The revenue
streams from such value-added products would aid in bringing stability to earnings and cash flows while improving
profitability over the long-term.

Credit challenges

Earnings and cash flow volatility due to commodity markets, cycles and foreign exchange fluctuations — With majority
of the company’s business being derived from the trading of agricultural commodities and the opportunistic nature of
the trading business, the earnings and the cash flows remain exposed to the volatility of commodity markets and cycles,
as well as to foreign exchange fluctuations.

Weak profitability indicators — In four out of the past five fiscals, CIPL had reported losses. However, periodic equity
infusions and external commercial borrowings from the parent have supported the financial risk profile of the company.

Highly competitive refined oil segment — CIPL derives a major portion of its sales revenues (74% in FY2018) from the
refined oil segment, which exposes it to high competitiveness in the segment. However, the risk is mitigated by CIPL’s
focus on the premium segment with higher entry barriers.
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Trading business exposed to risk of changes in Government policies — Agricultural commodity trading remains exposed
to changes in Government policies, especially for commodities such as cotton, oil, and sugar, among others. Though ICRA
notes that the trading of these commodities is opportunistic in nature.

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

Corporate Credit Rating Methodology

Rating Methodology for Trading Companies

Impact of Parent or Group Support on an Issuer’s Credit Rating

About the company:

CIPL, setup in 1987, is a step-down subsidiary of Cargill Incorporated. It has businesses in refined oils, food ingredients,
flour milling, grain and oilseeds, cotton, animal feed and trade structured finance. The company’s business is structured
around four broad verticals—Cargill Foods India, Grains and Oilseeds, Animal Feed, and Trade and Structured Finance.
Each of the business lines is aligned with the parent. CIPL has also pursued inorganic growth opportunities in India,
particularly in the branded segment of the refined oils business. Cargill India markets leading consumer brands of edible
oils such as ‘NatureFresh’, ‘Gemini’, ‘Sweekar’, ‘Leonardo Olive Oil’, ‘Rath’ and ‘Sunflower’ brands of hydrogenated fats
in India. Cargill also markets the ‘NatureFresh’ brand of packaged wheat flour. The company acquired the ‘Sweekar’
brand from Marico in 2011 as part of its strategy to focus on the branded refined oils sector. Further, the company
acquired ‘Sunflower Vanaspati’ in 2012 and the ‘Leonardo’ brand of olive oils in 2014.

The company currently has two refineries, one each at Kandla (Gujarat) and Kurkumbh (Maharashtra), along with a corn
milling plant near Davangere in Karnataka. It also has animal feed plants across Sonepat (Haryana), Rajahmundry (Andhra
Pradesh), and Bhatinda (Punjab).

Key financial indicators

CIPL FY2017 FY2018
Operating Income (Rs. crore) 7324.2 7032.9
PAT (Rs. crore) -115.1  -288.9
OPBDIT/ Ol (%) 0.5% 2.2%
RoCE (%) -4.6% -10.1%
Total Debt/ TNW (times) 0.7 1.2
Total Debt/ OPBDIT (times) 28.0 7.0
Interest Coverage (times) 0.9 3.4
NWC/ Ol (%) 12.6%  14.0%

Status of non-cooperation with previous CRA: Not applicable

Any other information: None
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https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=384&Title=Trading%20Companies&Report=Trading%20Companies,%20Rating%20Methodology,%202012.pdf
https://www.icra.in/Rating/ShowMethodologyReport/?id=417
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Rating history for last three years:

Instrument

Fund

Based/Non-
Fund Based
Facilities**

Fund based/
Non-fund
based
facilities

Non-Fund
based

Commercial
Paper

Current Rating (FY2019)

Type

Long
term/
Short
term

Short
term

Short
term

Short
term

Short
term

Amount
Rated
(Rs.
crore)

UsD 50
million

usD
330
million

usD 50
million

Rs.
1060
crore
Rs. 300
crore

Amou
nt
o/s
(Rs.
crore)

Date & Rating

Nov 2018

[ICRAJAA+ (S)
(Stable)/
[ICRAJAL+(S)

[ICRAJAL+

[ICRA]JAL+

[ICRAJAL+

[ICRAJAL+

[ICRAJAA+ (S)

Chronology of Rating History for the past 3 years

Date &
Rating in
FY2018
December
2017
[ICRAJAA+
(sO)
(Stable)/
[ICRAJAL+

[ICRAJAL+

[ICRAJAL+

[ICRAJAL+

Date &
Rating in
FY2017
October
2016
[ICRA]JAA+
(SO)
(Stable)/
[ICRAJAL+

[ICRAJAL+

[ICRAJAL+

[ICRAJAL+

Date &
Rating in
FY2016

December
2015

[ICRAJAA+
(SO) (Stable)/
[ICRAJAL+

[ICRAJAL+

[ICRAJAL+

[ICRAJAL+

** part of the regional umbrella facilities for Asia Pacific subsidiaries of Cargill Incorporated

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

ICRA

ISIN Instrument Name Date of Issuance  Coupon  Maturity Amount Rated Current Rating and
No / Sanction Rate Date (Rs. crore) Outlook
[ICRAJAA+ (S)
NA EEQSdBI?:fi(Iii{il\el:gn foe - - - USD 50 million  (Stable)/
[ICRAJAL+(S)
NA Fund Base'd'/.l\lon-Fund i i i USD 330 [ICRAJAL+
Based Facilities million
NA Fund Base-d./.l\lon-Fund ) i i USD 50 million [ICRAJAL+
Based Facilities
NA Non-Fund Based Facilities - - Rs. 1060 crore [ICRAJAL+
NA  Commercial paper - - ;:yis Rs. 300 crore [ICRA]AL+
Source: CIPL
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Corrigendum:
Document dated November 02, 2018 has been corrected with revisions as detailed below:

Revisions on page number 1 under “Summary of rated instruments”, on page number 4 under “Rating history for last
three years” and on page number 5 under “Annexure-1: Instrument Details”: The rated amount for the “Short term fund
based/ non-fund based umbrella facility” was mentioned as USD 380 million. The same has been corrected to USD 330
million at all the above-mentioned sections.

www.icra.in 6



ICRA

ANALYST CONTACTS

Subrata Ray
+91 22 6114 3408
subrata@icraindia.com

Bishwarup Pakrasi
+91 124 4545 346
bishwarup.pakrasi@icraindia.com

RELATIONSHIP CONTACT

L. Shivakumar
49122 6114 3406
shivakumkar@icraindia.com

MEDIA AND PUBLIC RELATIONS CONTACT

Ms. Naznin Prodhani
Tel: +91 124 4545 860
communications@icraindia.com

Helpline for business queries:

Anupama Arora
+91 124 4545 303

anupama@icraindia.com

+91-124-2866928 (open Monday to Friday, from 9:30 am to 6 pm)

info@icraindia.com

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

www.icra.in


mailto:subrata@icraindia.com
mailto:anupama@icraindia.com
mailto:shivakumkar@icraindia.com
http://www.icra.in/

ICRA

ICRA Limited

Corporate Office

Building No. 8, 2nd Floor, Tower A; DLF Cyber City, Phase Il; Gurgaon 122 002
Tel: +91 124 4545300

Email: info@icraindia.com

Website: www.icra.in

Registered Office
1105, Kailash Building, 11th Floor; 26 Kasturba Gandhi Marg; New Delhi 110001
Tel: +91 11 23357940-50

Branches

Mumbai  +(91 22) 24331046/53/62/74/86/87

Chennai  +(9144) 2434 0043/9659/8080, 2433 0724/ 3293/3294,
Kolkata +(9133) 2287 8839 /2287 6617/ 2283 1411/ 2280 0008,
Bangalore + (91 80) 2559 7401/4049

Ahmedabad+ (91 79) 2658 4924/5049/2008

Hyderabad + (91 40) 2373 5061/7251

Pune +(91 20) 6606 9999

© Copyright, 2018 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

www.icra.in


mailto:info@icraindia.com

