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Rating Rationale

Acuité has reaffirmed the long- term rating of ‘ACUITE A-' (read as ACUITE A minus) and the short-term rating
of ‘ACUITE A1’ (read as ACUITE A one) fo the Rs.17,500.00 Cr bank facilities of Odisha State Civil Supplies
Corporation Limited (OSCSCL). The outlook is ‘Stable’.

The ratings continue to reflect the strong financial and operational linkage of OSCSCL with State Government
of Odisha (GoO). OSCSCL is strategically important to the state as the company is a nodal agency for
distribution of rice and food grain to weaker section of the society. The Central and State government
compensates for the entire losses of OSCSCL after taking into account all the revenue generated and
expenses incurred in the form of subsidies and grants. Howev er, these strengths are partly offset by OSCSCL's
weak financial profile and high working capital requirement.

Odisha State Civil Supplies Corporation Limited (OSCSCL) was set up in 1980 as a wholly owned undertaking
of the Government of Odisha (GoO) to procure paddy and supply rice under the Public Distrioution System
(PDS) in Odisha. OSCSCL acts as an agent of the Government of Odisha and handles the responsibilities of
purchase, procurement, storage and delivery of the stock to the retail dealers.

Analytical Approach:

Acuité has considered the standalone business and financial risk profile of OSCSCL and notched up the
standalone rating by factoring in the strong operational and financial support extended by GoO. This is
because GoO holds the 100 percent stake in OSCSCL and board comprises representatives from GoO.

Key Rating Drivers:
Strengths

Support from the Central and Government of Odisha

OSCSCL is responsible for procurement of paddy and supply of rice to Odisha under public distribution system.
OSCSCL acts as an agent of the Government of Odisha (GoO) and handles the responsibilities of purchase,
procurement, storage and delivery of the stock to the retail dealers in the state. OSCSCL is also the nodal
agency for several schemes of GoO (Annapurna, APL Rice and APL wheat scheme). OSCSCL distributes rice
and other grains at a concessionalrate and free of cost to weaker sections of society. The Central and state
Govermnment extends financial support to the company at regular intervalin order to meet the losses. OSCSCL
is spread across 30 districts in Odisha and accounts for nearly 60 percent of the paddy procured in Odisha.
OSCSCL is a systemically important entity and caters to over 80 percent of the population in the state. Hence,
in the absence of the company’s operations, procurement from farmers will get impacted. As aresult, OSCSCL
continues to receiv e operational, managerial and financial support from GoO from time to time. The Board of
Directors of OSCSCL comprises appointees by the state government. The operations are supervised by the
Food Supplies and Consumer Welfare Department of the GoO. Hence, the rating derives comfort from the
ongoing support in the form of subsidy from GoO to OSCSCL ov er the medium term.

Odisha has been one of the fastest growing states in India with a low debt to gross state domestic product of
20.90 percent in 2020-21 as compared to many other states. While the state’s revenue surplus continues to be
at 1.79 percent its fiscal deficit stood at 13.6 percent in 2020-21 as per revised estimates. The GoO has

Acuité Ratings & Research Limited www acuite.in




Acuite

RATINGS & RESEARCH

significantly increased its focus on increasing industrial dev elopment in the state. It is also focusing on asset
creation towards infrastructure and social sectors.

Acuité expects GoO to continue to support OSCSCL over the medium term on account of the adverse
implications of default by OSCSCL on the overall credit profile and resource mobilization ability. Any default
shallimpinge upon the ability of GoO and its undertakings’ to mobilize resources from financial institutions and
capital markets. OSCSCL is able fo mobilize resources from banks and financial institutions at a low cost owing
to the 100 percent ownership of GoO.

Healthy scale of operation

OSCSCL has operations in all 30 districts of Orissa. Paddy is procured through commission agents like Primary
Agriculture Co-operative Societies (PACS), Women Selfhelp groups (WSHGS) and Pani Panchayats (PPs). Total
number commission agents associated with the company is 2579. The paddy directly goes to custom millers
for processing (Number of rice millers registered with the company is 1558). The revenue of the company
(including subsidy) stood at Rs 12877.70 Cr in FY20(Provisional) as compared Rs 8981.39 Crin FY19(Provisional).

Weaknesses

Weak financial risk profile

The weak financial risk profile of the company is marked by its moderate net worth, high gearing ratio and
weak debt protection metrics. The net worth stood af Rs.28.02 Cr as on 31st March 2020 (Provisional) as
compared to Rs 20.93 Cr in the previous year. The gearing of the company stood at 456.45 times as on 31st
March 2020 (Provisional) as against 522.29 times as on 31st March, 2019. The total debt of Rs. 12788.61 Cr in
FY2020 includes only short term borrowing. TOL/TWN stood at 534.42 times in FY20(Provisional) as against 607.24
times in FY19. The interest cov erage ratio stood weak at 1.00 times as on 31st March, 2020(Provisional) .Acuité
believ es the financial risk profile will continue to remain weak because of high dependence on external debt.

Working capital intensive operations

The operations of the company are working capital intensive as reflected from its Gross Current Asset (GCA)
days. The GCA days stood high at 424 days in FY20(Provisional) as against 512 daysin FY19 because of decline
in Inventory days. In FY20, Inventory days stood at 238 days as against 300 days in FY19(Provisional).Debtor
days stood at 73 days in FY20 as against 67 daysin FY19.Acuité believ es the working capital management of
the company will remain at similar lev els ov er the medium term due to high inventory days.

Rating Sensitivity
e Timely Support from the Government of Odisha
e Efficient Working capital management
e Improvement in financialrisk profile by lower reliance on borrowings

Material Covenant
None

Liquidity Position: Adequate

OSCSCL has adequate liquidity profile reflected from net cash accrual of Rs 1.77 Cr in FY20(Provisional) against
no debt repayment obligation. The company has high cash & bank balance of Rs 832.65 Cr as on 31.03.2020.
Current ratio stood at 1.04 times in FY20 as against 0.76in FY19. Howev er the company has high working capital
requirement as reflected from its GCA days of 424 days in FY20 (Provisional) as against 512 days in
FY19(Provisional). Acuité believes that the liquidity of the company is likely to remain adequate over the
medium term backed by steady inflow of subsidy from Central government and GoO.

Outlook: Stable

Acuité believes that OSCSCL will maintain a stable outlook on account of the contfinued financial and
operational support from the GoO. The outlook may be revised to ‘Positive’ in case of improvement in the
fiscal deficit indicators coupled with decline in overall debt levels of GoO. The ouflook may be revised to
‘Negative' in case of delaysin receiving support from GoO or adv erse changes in its financial risk profile.
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About the Rated Entity - Key Financials

Unit FY20 (Provisional) FY19 (Provisional)
Operating Income Rs. Cr. 12877.70 8981.39
PAT Rs. Cr. 0 0
PAT Margin (%) 0 0
Total Debt/Tangible Net Worth Times 456.45 522.29
PBDIT/Interest Times 1 1

Status of non-cooperation with previous CRA (if applicable)
NA

Any other information
None

Applicable Criteria

Default Recognition -https://www.acuite.in/view-rating-criteria-52.htm

Financial Ratios And Adjustments - https://www.acuite.in/view-rating-criteria-53.htm

Group and Parent Support - https://www.acuite.in/view-rating-criteria-47.htm

Public finance- State Govermnment Ratings -https://www.acuite.in/view-rating-criteria-26.ntm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.ntm

Rating History (Upto last three years):

Date Nar.n.e. of Instrument / Term Amount (Rs. Cr.) Ratings/Outlook
Facilities
10 June ACUITE A-/Stable
2020 Cash Credit Longterm 9500 (Reaffrmed)
Short term loan Short ferm 2500 ACUITE Al (Reaffrmed)
Working capital demand ACUITE A1 (Assigned)
loan Short ferm 2000
01 April ACUITE A-/Stable
2019 Cash Credit Long term 9788 (Reaffirmed)
Short term loan Short term 2000 ACUITE AT (Reaffirmed)
Proposed Short term loan | Short term 212 ACUITE A1 (Assigned)
24 ACUITE A-/Stable
Septemb Cash Credit Long term 7500 (Reaffirmed)
er2018 Short term loan Short term 1000 ACUITE A1 (Reaffrmed)
*Annexure - Details of instruments rated
Size of the
Lender Name N““.‘.e. ofthe Date of Coupon Maturity Date Issue Ratings/Outlook
Facilities Issuance Rate
(Rs. Cr)
ACUITE A-
T | cashcredit |, B | appicsble | Appicable 700 /Stable
PP PP PP (Reaffrmed)
. ACUITE A-
Odisha S’rq’re ) Not Not Not /Stable
Cooperative | Cash Credit | icable | Appicable | Appicable | 0%
Bank Limited PP PP PP (Reaffirmed)
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ACUITE A-
Utkal Gramin . Not Not Not /Stable
Cash Credit . . . 146
Bank Applicable Applicable Applicable (Reaffimed)
ACUITE A-
ucoBank | CashCreat | , MOt ol Mot o ROt 170 /Stable
PP PP PP (Reaffirmed)
ACUITE A-
Bank of India Cash Credit NOT NOT NOT 3500 /Stable
Applicable Applicable Applicable (Reaffirmed)
National Bank for
Agriculture and Not Not Not ACUITE Al
Rural short Term Loan Applicable Applicable Applicable 5500 (Reaffirmed)
Dev elopment
Punjab National | Working Capital Not Not Not ACUITE A-
. ) ) 4000 /Stable
Bank Demand Loan Applicable Applicable Applicable (Reaffimed)
. Proposed Short Not Not Not ACUITE A1
Not Applicable Term Loan Applicable Applicable Applicable 754 (Reaffirmed)
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About Acuité Ratings & Research:

Acuité Ratings & Research Limited is a full-service Credit Rating Agency registered with the Securities and
Exchange Board of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI), for Bank Loan Ratings under BASEL-lIl norms in the year 2012. Since then, it has assigned more
than 8,850 credit ratings to v arious securities, debt instruments and bank facilities of entities spread across the
country and across a wide cross section of industries. It has its Registered and Head Office in Kanjurmarg,
Mumbai.

Disclaimer: An Acuit é rating does not constit ute an audit ofthe rated entity and should not betreated as a recommendation or
opinion that isintended to substit ute for a financial adviser's orinvestor's independent assessment of whetherto buy, sell or
hold any security. Acuité ratings are based on the data and information provided by the issuer and obtained from ot her
reliable sources. Although reasonable care has been taken to ensure that the data and information is true, Acuité, in
particular, makesno represent ation orwarranty, expressed orimplied withrespect t othe adequacy, accuracy or complet eness
of the information relied upon. Acuité is not responsible for any errors or omissions and especiallystatesthat it has no financial
liabilitywhatsoeverforany direct, indirect orconsequentialloss of any kind arising from the use of its ratings. Acuit é ratings are
subject to a process of surveillance which maylead to arevision in ratings asand when t he circumst ances so warrant. Please
visit our websit e (www.acuite.in) forthelatest information on anyinstrument rated by Acuit é.
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