Xty
' o * k*
|Mrickwo
B ? -
for Informed 1 g N a

Investment Decisions

Rating Rationale

Brickwork Ratings assigns 'BWR B’ (Outlook: Stable) for the Bank Loan facilities
aggregating to X 6.53 Cr of A S Rice Industries

Brickwork Ratings (BWR) has assigned Rating! for the Bank Loan facilities amounting to
%6.53 Cr of A S Rice Industries ('ASRI' or ‘the Firm’) availed from State Bank of Mysore as
follows:

A Amount
Facilities & Cr) Tenure

Fund Based
Term Loan (New) 1.50 BWR B
Term Loan (Old) 0.43 Long Term (Pronounced BWR Single B)

Cash Credit 4.00 (Outlook: Stable)

Stand By Line of Credit 0.60
Total 6.53 INR Six Crores and Fifty Three Lakhs Only

BWR has essentially relied upon the audited financial results of FY13, FY14, FY15, provisional
financial result of FY16 and projections of FY17 and FY18 of A S Rice Industries, publicly
available information and information/clarifications provided by the Firm’s management.

The rating takes into account the partners' experience in rice milling industry, established
relationship with suppliers and customers, proximity of the mill to rice growing area which
results in easy availability of paddy and favorable demand prospects for rice industry, with rice
being a staple food in South India.

The rating, however, is constrained by declined revenue for FY16, low profitability margins,
stretched conversion cycle on account of increased inventory holding period, inherent risk in the
constitution of firm, exposure of rice mills to regulatory and agro-climatic risks and highly
fragmented and intensely competitive industry.

Background:

A S Rice Industries, established in 2011, is a partnership firm engaged in paddy milling and
trading of Parboiled rice. The partners of the firm are Mr. K Mohammed Nasrulla, his younger
son Mr. N Faheemulla and Ms. Hajira Begum (Wife of Mr. N Faheemulla). It is located in T
Narasipur Taluk in Mysore, Karnataka. The firm's rice processing unit is spread across ~8400
SqFt, with an installed capacity of 5TPH (Tons Per Hour) of Paddy. Currently, it is utilizing
about 80% of the installed capacity. Major rice varieties processed by the firm are Jaya, Purva
and Jyoti, which are sold under own brand name of 'A S Premium' and 'Rice Pure'. Firm also
sells its by-products like bran and broken rice.

! Please refer to www.brickworkratings.com for definition of the Ratings
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Management:

Mr. N Faheemulla is a commerce graduate and has more than a decade of experience in rice
milling industry. He is the Managing Partner of the firm and looks after the daily activities of
firm's operations. Mr. K Mohammed Nasrulla had been involved in paddy milling and rice
trading business since last five decades. He had a propreitorship concern called M N Agro
Industries at T Narsipura Taluk which he, subsequently, converted into a partnership firm in
2011 by inducting his elder son Mr. N Mohammed Naeemulla and his wife Ms. Nazia Noor.

Financial Performance:

As per audited financials of FY15, net revenue from operations of the firm has increased from
%12.22 Cr in FY14 to %20.15 Cr in FY15. The operating profit margin has decreased from 7.40%
in FY14 to 4.69% in FY15, however, the net profit margin has increased from 1.00% in FY14 to
1.34% in FY15. As per FY16 provisional financial, the Company has achieved a profit of 20.06 Cr
on revenues of 316.06 Cr.

The tangible networth of the firm has declined from Z3.06 Cr in FY15 to 22.84 Cr in FY16. Total
outside liability to tangible networth has increased from 1.41 times in FY15 to 1.52 times in
FY16. Due to working capital intensive nature of business and to counteract the agro-climatic
risk, the firm is maintaining high inventory. It has increased from less than 2 months in FY15 to
nearly 3 months in FY16 resulting in stretched cash conversion cycle. The Bankers have
informed that the account is standard and conduct of account is satisfactory.

Rating Outlook:

Going forward, the ability of the firm to improve its profitability, while scaling up operations and
managing its working capital requirements efficiently, would be the key rating sensitivities.
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Disclaimer: Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the issuer and other reliable sources,
which are deemed to be accurate. BWR has taken considerable steps to avoid any data distortion; however, it does not examine the precision or
completeness of the information obtained. And hence, the information in this report is presented “as is” without any express or implied warranty
of any kind. BWR does not make any representation in respect to the truth or accuracy of any such information. The rating assigned by BWR
should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and BWR shall not be liable for any losses
incurred by users from any use of this report or its contents. BWR has the right to change, suspend or withdraw the ratings at any time for any
reasons.
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