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Murli Industries Limited

Diversified business segment...

Murli Industries Ltd. (MIL) is primarily engaged in solvent
extraction, paper manufacturing and cement production. It started
operations with solvent extraction and later diversified into paper
manufacturing and cement production. In order to meet its power

requirement company has also commissioned captive power plants.

Marginal revenue growth of 10% during the year...

During the year, net operating income of the company increased by
10.47% from 3516.37 Cr in FY09 to T570.45 Cr in FY10. Operating
profit increased from ¥102.31 Cr in FY09 to ¥126.12 Cr in FY10 i.e.
growth of 23.27%, however, its net profit declined by 30.77% from
47.97 Cr in FY09 to ¥33.21 Cr in FY10 mainly due to higher

depreciation charges.

Solvent Extraction and Paper Manufacturing — Major
revenue drivers for MIL...

Soya De-Oiled cake & Soya refined oil in the solvent extraction
segment and writing and printing paper & newsprint in the paper
manufacturing segment has been major revenue drivers for the
company. During FY10, revenue from solvent extraction and paper

manufacturing segment was ¥276.92 Cr and ¥201.46 Cr respectively.

In talks with few companies to sell Chandrapur cement
unit...

As per media reports, MIL is in talks with few local as well as global
companies to sell its 3 mn tonnes cement plant at chandrapur in
Maharashtra, which started its operation in FY10. However, as per
our discussion with management nothing concrete has been decided
till date.
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COMPANY OVERVIEW:

Background:

Murli Industries Ltd. (MIL) was established in 1991 as Murli Agro
Products Ltd., and started its business with Solvent Extraction unit that
manufactured soya de-oiled cakes and refined oil. Later in 1997,
paper
manufacture paper products such as duplex papers, news print paper,

company diversified into manufacturing business to
writing paper and printing paper. Company also commissioned two
captive co-generation power units with combined capacity of 18 MW in
order to meet company’' s opMIleentured €
into cement production by setting up a unit at Chandrapur,
Maharashtra with an annual capacity to produce 3 mn tonnes of

cement.

Company is promoted and controlled by the Maloo Group. Mr.
Shobagmal Maloo is the Non Executive Chairman and Mr. Nandlal
Maloo is the Managing Director of the company. The board comprises
of eight directors of which three directors are Non-Executive

Independent Directors.

Diversified Business Segments...

MIL is primarily engaged in solvent extraction, paper manufacturing
and cement production. It started operations with solvent extraction
and later diversified into paper manufacturing and cement production.
In order to meet its power requirement company has also

commissioned captive power plants.

Solvent Extraction:

The solvent extraction unit of the company manufactures soya de-oiled
cakes and soya refined oil. Company has an installed capacity to
produce 1100 Tonnes/day (TPD) De-oiled cakes and 170 Tonnes/day
refined oil at its two agro units in Nagpur, Maharashtra. Refined oil is
used as edible oil and De-oiled cakes is mainly used as a cattle feed and
poultry feed. Soya refined edible oil is marketed under the brand name
0 R a s Thk emdpany also exports its de-oiled cakes to countries such

as Philippines, Indonesia, Vietnam and Singapore.




MURLI IND BRICKWORK

Paper Manufacturing:
MIL manufactures paper products such as duplex papers, news print paper,

writing & printing paper and solid bleached sulphate board (SBS). Duplex

“Installed capacity to papers are used for packaging in industries such as pharmaceutical,
produce 80 TPD, 140 TPD, readymade garments, sweets, match sticks, consumer goods, cracker
150 TPD and 225 TPD of industry etc. whereas SBS is used for packaging aroma and flavor sensitive
duplex paper board, products. Company has an installed capacity to produce 8o TPD, 140 TPD,

. . 150 TPD and 225 TPD of duplex paper board, newsprint, writing and
newsprint, writing &

printing paper and SBS board respectively. Company sells its duplex paper
under brand name 6 St ar Grand 6 Btaacrk 6Wh iartd §BS Board k

under the brand name 6 Uni vEB S$&ompany also exports

printing paper and SBS

board respectively.”

approximately 10,000 MT of paper to countries like South Africa,

Bangladesh, Egypt and Sri Lanka.

With a view of backward integration and to consolidate itself in paper
manufacturing, MIL has set up a pulp mill unit having production capacity
of 150 TPD. However according to management, due to technical and
unavoidable reasons, the pulp unit remained shut during FY10. Company
uses waste paper as raw material to manufacture paper products. About

“Annual installed capacity

J— 30% of the raw material for paper manufacturing is sourced from domestic
to produce 3 million tonnes

market while remaining 70% is imported from European countries.
of cement at Chandrapur

unit.” Cement:
Recently, company forayed into cement manufacturing by setting up a
cement unit at Chandrapur, Maharashtra and obtained license from BIS
(Bureau of Indian Standards) to produce 43 and 53 grade cement. The
annual installed capacity of this plant is to produce 3 mn tonnes of cement
and caters to states of Maharashtra, Madhya Pradesh and Andhra Pradesh.
Company produces and sell Portland Pozollona Cement (PPC) and
Ordinary Portland Cement (OPC) under the brand name 6 Mur

“Installed captive power Horsepo wer Cement 0

units with 18 MW and 50 Infrastructure:

MW to meet its power In order to meet power requirement at paper and cement unit, it has
requirement at paper and commissioned and installed captive power plant having combined capacity
cement units respectively.”  of 18MW and 50MW respectively. This helps in sustained and unhindered

production.
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“India is 4th largest edible
oil consuming economy
accounting for 9.3% of

world oilseed production.”

“85.50 LT of surplus
soybean is estimated to be
available for crushing

during 2010-11.”

“Per capita consumption of
paper in India is 7 Kg as
compared to world average

of 50 Kg.”
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Industry Profile...

Solvent Extraction:

India is fourth largest edible oil consuming economy, growing at a
CAGR of 5.4% and accounting for 9.3% of world oilseed production.
183 Lakh Tonnes (LT) of edible oil is estimated to be consumed in India
during 2009-10 as compared to 167.81 LT in 2008-09. The total
consumption during the year was met by 82 LT of domestic production
and 101 LT of imports. India has approximately 795 solvent extraction
units and 226 refineries attached with solvent units having annual
installed capacity of 419 LT and 37 LT respectively. The average
capacity utilization of these solvent units and attached refineries is
around 34% and 29% respectively. As per ministry of agriculture,
estimated domestic production of edible oils from soybean during
2009-10 was 14.29 LT as compared to 15.84 LT in 2008-09. This
accounted for approximately 23% of total edible oil production. About
85.50 LT of surplus soybean is estimated to be available for crushing

during 2010-11.

Macroeconomic factors like increasing population, rising per capita
income, availability of raw material, growing preference for
convenience food etc, remains key growth drivers for company and

industry as whole

Paper Industry:

The Indian paper industry is fragmented and consists of many small,
medium and large paper mills, having capacities ranging from 5 to 800
TPD. The industry accounts for about 1.6% of the world production of
paper and paper board. Per capita consumption of paper in India is 7 Kg
as compared to world average of 50 Kg. The estimated turnover of the
industry is approximately 5.95 billion and its contribution to the
government is around 0.69 billion. There are about 666 units which
manufacture pulp, paper, paperboard and newsprint, out of which
nearly 568 are in operation. The total installed operating capacity is
nearly 78 lakh tonnes. At present about 70% of the total production is
based on non-wood raw material and 30% is based on wood based raw

material.
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Key Industry Risk:
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The performance of the industry has been highly constrained due to the
high cost of production, high cost of energy and use of outdated technology.
In order to have a sustained production government has initiated several
policy measures such as rationalization of duty structure, funding of R&D
projects, delicensing of paper industry, permitting 100% FDI through
automatic route etc. Various structural macro economic factors like
national economic growth, industrial production, promotional expenditure,
population growth, government allocation for the educational sector etc. is
driving demand for the paper industry. As per industry estimates, domestic
demand for paper is expectedtogrow at | ndi a’'s GDP r
Cement Industry:

As per cement manufacturers association, India is the second largest
producer of cement with an installed capacity of about 230 mn tonnes in
2008-09. The industry comprises of 134 large and about 350 mini cement
plants, including public sector units. Large producers contribute about
95% of the total installed capacity. The total cement production during
April-September 2010-11 reached 81.54 MT as compared to 77.22 MT
over the corresponding period last fiscal. Further, cement dispatches also
witnessed an upsurge from 76.50 MT during April-September 2009-10 to

81.10 MT during April-September 2010-11.

Housing, infrastructure and industrial and commercial construction are
expected to be the key drivers for future growth of the industry. Per capita
consumption of cement in India is very low at 156 Kg in 2009-10 as
compared to world average of 334 Kg, which indicates significant potential
for growth.

Buoyancy in sectors such as real estate and construction, low per capita

consumption and government thrust on infrastructure provides

tremendous opportunities for the cement company.

i
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“During the year, net
operating income of the
company increased by
10.47% from 3516.37 Cr
in FY09 t03570.45 Crin
FY10”

“During FY10, Operating
profit increased by
23.27%, however, net
profit declined by
30.77%.”

“Debt-equity ratio
increased from 3.17x in
FYo08 to 3.83x in FY10
and interest coverage
ratio decreased from
~7.00x in FY08 to 3.16x in
FY10.”
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Marginal revenue growth of 10% during the year...

Net Operating Income (In ¥ Cr) 649.15 516.37 570.45
EBIDTA (In% Cr) 113.24 102.31 126.12
PAT (In¥ Cr) 55.53 47.97 33.21
Capital Structure:

Tangible Networth (In X Cr) 217.19 260.74 308.70
Borrowings (In ¥ Cr) 688.32 972.31 1,182.76
Debt/Equity (x) 3.17 3.73 3.83
Profitability:

Operating Profit Margin 17.44% 19.81% 22.11%
Net Profit Margin 8.55% 9.29% 5.82%
ROCE 13.77% 6.94% 5.81%
ROE 32.03% 20.07% 11.66%
Coverage Ratio:

Interest Coverage (x) 7.00 5.09 3.16
Liquidity Ratio:

Quick Ratio 1.56 2.02 1.48
Current Ratio (x) 4.88 4.99 4.43

Source: CMIE, Brickwork Research

During the year, net operating income of the company increased by 10.47%
from ¥516.37 Cr in FY09 to ¥570.45 Cr in FY10 due to income from its new
line of business i.e. cement production. Operating profit increased from
%102.31 Cr in FY09 to T126.12 Cr in FY10 i.e. growth of 23.27%, however,
its net profit declined by 30.77% from ¥47.97 Cr in FY09 to ¥33.21 Cr in
FY10 mainly due to higher depreciation charges. Operating profit margin
and net profit margin during the year stood at 22.11% and 5.82%
respectively. ROCE and ROE of the company during FY10 was at 5.81%

and 11.66% respectively.

In order to finance its new facility for cement production the borrowings of
the company increased from ¥688.32 Cr in FY0S8 to %1,182.76 Cr in FY1o0.
Thus its debt-equity ratio increased from 3.17x in FY08 to 3.83x in FY10
and interest coverage ratio decreased from 7.00x in FY08 to 3.16x in FY10.
The current ratio and quick ratio of the company during FY10 was at 4.43x

and 1.48x respectively.
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Quarterly Performance:

[0 _ 00)
MurliInd Sensex E;}’f)l;‘lll: 68.69 92.?; 132.1 31.47;) 122.2
e Y | lomr  mag  26s  Gase% 15
6 Months 52.65 105.14 27 74-49% ’ oo 53
PAT 10.27 -74.49% 2.62 -82.88% 15.3
1Year 64.47 107.25 Source: CMIE, Brickwork Research
3 Year 30.58 90.99
5 Year 21.25 199.68

During Q2FY11, net operating revenue grew by 92.31% on YoY basis but
declined by 31.47% on QoQ basis due to the decline in revenues from all
the segments. EBIDTA margins grew by 55.61% from 331.74 Cr in
Q2FY10 to 349.39 Cr in Q2FY11. PAT registered a decline of 74.49% and
82.88% on YoY and QoQ basis respectively.

“During Q2FY11, net

operating revenue srewbS(gince | Segmental Revenue&Growth |

o : 2 2
92.31% on YoY basis but Segmental Revenue F?ho Growth F?{u Growth | Q1FY11
declined by 31.47% on QoQ Cement 0.00 - 19.83 | -38.66% 32.33
. o Paper & Paper

basis. Board 41.76 59.34% | 66.54 | -20.25% 83.44
Power 13.49 3.11% 13.91 -33.60% 20.95
Solvent
Extraction 13.44 136.76% | 31.82 -43.22% 56.04

Source: CMIE, Brickwork Research

. Revenue from solvent extraction grew by 136.76% from 313.44 Cr in
“During Q2FY11, Revenue )
Q2FY10 to ¥31.82 Cr in Q2FY11 and revenue from paper and paper board

from solvent extraction ) . ) )
increased from ¥41.76 Cr in IQ2FY10 to 66.54 Cr in Q2FY11 i.e. YoY

and paper & paper board growth of 59.34%. Revenue from cement production, which was

increased by 136.76% and commenced in Q4FY10, was 319.83 Cr in Q2FY11 i.e. decline of 38.66%

59.34% respectively on as compared to 32.33 in Q1FY11. Revenue from power segment, which
YoY basis.” is used to meet company’ s JRowiCr im e

Q2FY11 as compared to T13.49 Cr in Q1FY11.

Due to diversified business segments, MIL cannot be compared directly
with any peer group. For each of its business segment company has

different peers.
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Revenue Share:
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Solvent Extraction and Paper Manufacturing — Major revenue
drivers for MIL...

Segmental Revenue
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Soya De-Oiled cake & Soya refined oil in the solvent extraction segment
and writing and printing paper & newsprint in the paper manufacturing
segment has been major revenue drivers for the company. In the past,
revenue from these segments has been stable. During the year, revenue
from solvent extraction and paper manufacturing segment was 3276.92
Cr and ¥201.46 Cr respectively as compared to ¥269.18 Cr and ¥196.80
Cr in FY09. Recently in March 2010, company started its cement

production and registered its one month sale of ¥14.11 Cr.
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Source: CMIE

During FY10, share of De-Oiled cake in the solvent extraction segment
increased from 60.15% in FY09 to 78.67% in FY10 whereas refined oil
decreased from 39.85% in FY09 to 21.33% in FY10. Over a period of
time revenue from refined oil has seen a decreasing trend while revenue
from De-Oiled cake has increased. The share of revenue from writing
and printing paper increased significantly from 28.61% in FY09 to

50.41% in FY10.
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“MIL in talks to sell
Chandrapur cement plant
due to intense competition

from big players.”

e “Company plans to set
up 3 more cement plants
in near future having an
installed capacity to
produce 10,000 TPD

cement.”
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In talks with few companies to sell Chandrapur cement unit...

As per media reports, MIL is in talks with few local as well as global
companies to sell its 3 mn tonnes cement plant at chandrapur in
Maharashtra, which started its operation in FY10. This could be due to
intense competition from big players. The sale proceeds would be
utilized to deleverage its balance sheet and to fund new cement plants in
the state of Rajasthan and Karnataka where almost all the clearances
have been obtained by the company. However, as per our discussion

with management nothing concrete has been decided till date.

SEBI bans company from trading in shares...

SEBI in an order on 2nd December, 2010 barred MIL and their
promoters from trading in shares in the stock market on charges of
manipulation of share prices before the issuance of FCCBs. However as
per media reports, they are reviewing SEBIs order and the ban will not
have any material impact on its business operations and financial

performance.

Road Ahead...
e Going ahead, company sees cement as its primary revenue driver
followed by revenues from paper manufacturing and solvent

extraction.

e Company plans to set up 3 more cement plants in near future in the
state of Rajasthan, Gujarat and Karnataka having an installed

capacity to produce 10,000 TPD cement.

e If not sold, company plans to increase capacity utilization of its

cement unit from present 30-40% to 80%.
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Annexure I:

Profit & Loss Statement:
TInCr

SALES 510.46 524.24 650.93 520.58 572.05
Less: Indirect Taxes 1.21 4.47 1.78 4.21 1.60
INCOME FROM OPERATIONS: 509.25 519.77 649.15 516.37 570.45
COST OF PRODUCTION:
Raw material expenses 382.93 361.33 456.14 324.24 355.47
Packaging expenses 6.62 6.25 5.25 3.80 2.22
Purchase of finished goods 0.00 0.00 0.00 0.00 0.00
Power, fuel & water charges 34.39 37.29 40.69 34.22 44.93
Compensation to employees 6.90 7.99 12.79 14.16 16.96
Royalties, technical know-how fees, etc. 0.02 0.01 0.13 0.04 0.14
Lease rent & other rent 0.42 0.60 0.55 0.51 0.89
Repairs & maintenance 1.11 1.19 1.64 1.60 3.18
Insurance premium paid 1.15 1.51 0.94 0.82 0.54
Outsourced mfg. jobs (incl. job works,
etc.) 0.00 0.00 0.00 0.00 0.00
TOTAL COST OF PRODUCTION: 433.54 416.17 518.13 379.39 424.33
Change in stock 4.74 -5.28 6.91 0.12 14.59
GROSS PROFIT 80.45 98.32 137.93 137.10 160.71
Selling, General & Admin. Exp. 17.61 21.16 24.69 34.79 34.59
EBIDTA 62.84 77.16 113.24 102.31 126.12
Depreciation / Amortization 20.51 18.40 25.68 28.05 47.03
EBIT 42.33 58.76 87.56 74.26 79.09
Interest paid 13.11 10.65 16.18 20.11 39.88
PROFIT BEFORE TAX, OTHER
INCOME & EXTRAORDINARY
ITEMS 29.22 48.11 71.38 54.15 39.21
Other Income 1.72 0.81 0.56 0.46 6.61
PROFIT BEFORE TAX &
EXTRAORDINARY ITEMS 30.94 48.92 71.94 54.61 45.82
Provision for direct taxes 1.12 6.16 15.85 6.18 6.00
PAT BEFORE EXTRAORDINARY
ITEMS 29.82 42.76 56.09 48.43 39.82
Prior period & extraordinary expenses 1.82 1.65 5.92 2.48 2.21
PAT 28.00 41.11 50.17 45.95 37.61

Source: CMIE, Brickwork Research
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Annexure II:

Balance Sheet:

IInCr
| 3103.06] 31.03.07| 31.03.08 | 31.03.00 | 310310
LIABLITIES
SHARE CAPITAL, RESERVES &
SURPLUS
Issued equity capital 7.11 9.61 10.24 10.24 10.74
Paid up preference capital 0.00 0.00 0.00 0.00 0.00
Reserves & surplus 60.04 123.46 210.49 254.04 301.15
Less: Expenses not written off 0.00 3.54 3.54 3.54 3.19
TOTAL NETWORTH 67.15 129.53 217.19 260.74 308.70
MINORITY INTEREST: 0.00 0.00 0.00 0.00 0.00
BORROWINGS:
Secured borrowings 114.22 172.63 586.59 863.03 898.81
Unsecured borrowings 20.38 63.64 101.73 109.28 283.95
NET DEFFERED TAX LIABLITY 0.00 0.00 0.00 0.00 0.00
TOTAL LIABLITIES 210.75 365.80 905.51 1233.05 1491.46
ASSETS
NET FIXED ASSETS 124.44 185.09 652.05 917.26 1079.11
INTANGIBLE ASSETS 0.00 0.00 0.00 0.00 0.00
INVESTMENTS 0.03 0.08 0.08 0.08 0.08
CURRENT ASSETS, LOANS &
ADVANCES (A):
Cash & bank balance 9.02 9.61 13.63 26.07 19.34
Other Current Assets 129.20 247.07 303.61 367.21 510.79
Loans & advances 0.20 0.65 1.47 1.49 2.48
CURRENT LIABLITIES &
PROVISIONS (B): 52.14 76.70 65.33 79.06 120.34
NET WORKING CAPITAL (A-B) 86.28 180.63 253.38 315.71 412.27
TOTAL ASSETS 210.75 365.80 905.51 1233.05 1491.46
Contingent liabilities 0.24 320.24 175.24 155.24 0.24

Source: CMIE, Brickwork Research
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Disclaimer

This is a full report with management meet. All information contained in this document has been obtained by Brickwork Ratings from sources
believed by it to be accurate and reliable. Although 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 Brickwork Ratings in particular, makes no representation or warranty,
express or implied, as to the accuracy, timeliness or completeness of any such information. All information contained herein must be construed
solely as statements of opinion, and Brickwork Ratings shall not be liable for any losses incurred by users from any use of this document or its
contents in any manner. Opinions expressed in this document should not be construed as any indication of credit rating or grading of Brickwork
Ratings for any instruments that have been issued or are to be issued by any entity.
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