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*Refer Annexure for details
Rating Rationale

SMERA has reaffirmed the ratings of ‘SMERA BB’ (read as SMERA double B) and ‘SMERA A4+ (read
as SMERA A four plus) on the Rs.13.00 crore bank facilities of ONUS Enterprise Private Limited (OEPL).
The outlook is ‘Stable’.

OEPL was incorporated in 2014 to take over the existing business of Onus Enterprise (a proprietorship
firm), engaged in the trading and processing of food products.

List of key rating drivers and their detailed description

Strengths:

Experienced management: The promoter, Mr. Kalpesh Shah has around a decades experience in the
trading business. Apart from processing and trading of cashews and other agro commodities, the
promoter also trades in spices through its group entity, Wintrade Exim Private Limited.

Healthy revenue growth: OEPL booked revenue of Rs.98.12 crore for FY2015-16 as compared to
Rs.60.83 crore for FY2014-15.

Improvement in margins: The margins of OPEL improved substantially in FY2015-16 as compared to
that in FY2014-15. The EBITDA margin stood at 4.64 per cent in FY2015-16 (2.57 per cent in FY2014-
15) due to decrease in selling expenses.

Weaknesses:

Moderate financial risk profile: The gearing of OPEL deteriorated from 1.11 times as on 31 March,
2015 to 2.19 times as on 31 March, 2016. This is due to increase in working capital borrowings from
Rs.1.99 crore in FY2014-15 to Rs.9.49 crore in FY2015-16. However, the ICR (interest coverage)
improved marginally from 1.77 times in FY2014-15 to 2.85 times in FY2015-16. Improvement in
coverage is in tune with improved operating and profit margins. The tangible networth is moderate at
Rs 5.36 crore as on 31 March 16 as compared to Rs 3.36 crore as on 31 March, 2015.

Working capital intensive operations: OPEL has working capital intensive operations marked by
increase in short term working capital borrowings of Rs.9.49 crore as on 31 March, 2016 as against
Rs1.99 crore as on 31 March, 2015. The operations continue to be working capital intensive with
debtors of 77 days as on 31 March, 2016 (42 days as on 31 March, 2015) and inventory of 13 days as on
31 March, 2016 (8 days as on 31 March, 2015).
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Agro climatic risks: The ratings continue to be constrained by agro climatic risks as raw materials -
cashews and grains, are seasonal crops and production is highly dependent upon the monsoon.

Intense competition: The company operates in a highly competitive industry with low entry barriers
resulting in intense competition from organised as well as unorganised players.

Analytical approach: SMERA has considered the standalone business and financial risk profiles of the
company.

Applicable Criteria:

e Trading: https://www.smera.in/criteria-trading.htm

e Application of Financial Ratios and Adjustments: https://www.smera.in/criteria-fin-ratios.htm

e Default Recognition: https://www.smera.in/criteria-default.htm

Outlook: Stable

SMERA believes that the outlook on OEPL will remain stable over the medium term on account of its
experienced management. The outlook may be revised to ‘Positive’ in case the company registers strong
growth in revenue and profitability. Conversely, the outlook may be revised to ‘Negative’ in case of decline
in revenues and profit margins.

About the Company

OEPL was incorporated in 2014 to take over the existing business of Onus Enterprise (a proprietorship
concern). Onus Enterprise (OE) is engaged in the import and processing of dry fruits (cashews and
almonds) and trading of rice, fruits, other food items and beverages apart from manufacturing biscuits. It
also trades in food products such as cashew, biscuits, wine, spices among others.

For FY2015-16, OEPL reported net profit of Rs.2.32 crore on operating income of Rs.98.12 crore, as
compared with net profit of Rs.0.68 crore on operating income of Rs.60.83 crore in FY2014-15. Further, the
net worth of the company stood at Rs.5.36 crore as on FY2015-16 as compared to Rs.3.36 crore as on
FY2015-16.

Status of non-cooperation with previous CRA (if applicable): Not Applicable

Any other information: Not Applicable

Rating History for the last three years:

Name of 2017 2016 2015 2014
Instrument Amount Rating with
/Facilities | Scale (Rs. ating w Date | Rating | Date Rating Date | Rating
Outlook
Crore)
SMERA SMERA
E;‘S’E"Csrz‘fji | 300 | BB/Stable : : 1501\1‘;" BB/Stable | - i
(Reaffirmed) (Assigned)
Proposed SMERA A4+ 18Nov | °MERA
Letter of LT 10.00 (Reaffirmed) - - 2015 A4+ - -
Credit (Assigned)
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*Annexure - Details of instruments rated:

Name of the | Date of Coupon Rate Maturity | Size of the Ratings/
Facilities Issuance Date Issue Outlook
(Rs. Crore)

Proposed SMERA BB/Stable
Cash Credit N.A N.A N.A 3.00 (Reaffirmed)
Proposed
Letter of N.A N.A N.A. 10.00 SMERA A+

: (Reaffirmed)
Credit

Note on complexity levels of the rated instrument:
https://www.smera.in/criteria-complexity-levels.htm

Contacts:
Analytical Rating Desk
Mr. Vinayak Nayak, Varsha Bist
Head - Ratings Operations, SMERA | Sr. Executive
Bond Ratings Tel: 022-67141160
Tel: 022-67141190 Email: varsha.bist@smera.in

Email: vinayak.nayak@smera.in

Ms. Hina Gupta,

Rating Analyst,

Tel: 022-6714111

Email: hina.gupta@smera.in

ABOUT SMERA

SMERA Ratings Limited is a joint initiative of SIDBI, Dun & Bradstreet Information Services India Private Limited
(D&B) and leading public and private sector banks in India. SMERA is registered with SEBI as a Credit Rating
Agency and accredited by Reserve Bank of India. For more details, please visit www.smera.in.

Disclaimer: A SMERA rating does not constitute an audit of the rated entity and should not be treated as a recommendation or
opinion that is intended to substitute for a financial adviser's or investor's independent assessment of whether to buy, sell or hold
any security. SMERA ratings are based on the data and information provided by the issuer and obtained from other reliable
sources. Although reasonable care has been taken to ensure that the data and information is true, SMERA, in particular, makes no
representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness of the information relied
upon. SMERA is not responsible for any errors or omissions and especially states that it has no financial liability whatsoever for any
direct, indirect or consequential loss of any kind arising from the use of its ratings. SMERA ratings are subject to a process of
surveillance which may lead to a revision in ratings as and when the circumstances so warrant. Please visit our website
(www.smera.in) for the latest information on any instrument rated by SMERA.
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