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(Enhanced from Rs. 42.00 Cr).
Long Term Rating ACUITE BBB+/ Stable
(Upgraded)
. ACUITE A2
Short Term Rating (Upgraded)

* Refer Annexure for details
Rating Rationale

Acuité has upgraded the long term rating to ‘ACUITE BBB+' (read as ACUITE triple B plus) from ‘ACUITE BBB’
(read as ACUITE triple B) and short termrating to ‘ACUITE A2’ (read as ACUITE A Two) from ‘ACUITE A3+’ (read
as ACUITE A three plus) on the Rs. 173.25 crore bank facilities of Malbros International Private Limited (MIPL).
The outlook is 'Stable’.

Rationale for rating upgraded

Therevision in rating is on account of better than expected operating performance of Oasis Group indicated
by improvement in operating revenues of Rs. 1910.52 Crin FY2021 (Prov.) as against Rs. 1,755.98 Crin FY2020.
The group has generated arevenue of Rs. 531.84 Cr.in Q1FY2021 and has an order book position of Rs.207.96,
thereby giving healthy revenues visibility for FY2022. The company has achieved operating profit margin of
7.96 per centin FY2021 (Prov.) improved from 7.54 per cent in previous year and net profit margin of 3.15 per
cent in FY2021 (Prov.) as against 2.55 per cent in previous year. The rating assigned also factors in healthy
financial risk profile of the company marked by low gearing of 0.60 fimes as on 31 March 2021 (Prov.) and
total outside liabilities to total net worth (TOL/TNW) of 1.20 times as on 31st March 2021 (Prov .), healthy net
worth at Rs. 529.32 Cr as on 31st March 2021 (Prov.) and moderate debt-coverage indicators with Interest
Coverage Ratio (ICR) of 3.84 times. The group currently has production capacity of 490 KLPD and has further
enhanced the capacity by 180 KLPD. This increase in ethanol capacity will help grow revenues in the near
future due to push for higher ethanol blending. Further, the rating also takes into account the extensive
experience of management of around three decades in the liquor industry. The rating is constrained on
account of working capital intensive nature of industry and highly regulated nature of liquor industry. Going
forward, the ability of the company to further sustain its scale of operations along with the effective
management of its working capital cycle and financial risk profile would be the key rating sensitivities

About the company

Malbros International Priv ate Limited (MIPL) was incorporated in 1988 and was later acquired by the Malhotra
family in 2004. It has one grain based distilery in Ferozpur, Punjab and one bottling plant in the same
compound. The company has installed capacity of 280 KLPD out of which 180 KLPD is added in FY2022. The
distillery has its own in-house power generation unit. The company is engaged in three lines of business namely
Trading & Bottling of IMFL, Manufacturing of Country liquor, Manufacturing of IMFL. The company
manufactures its own ENA by procuring grain from Punjab. MIPL supplies ENA in bulk quantity to well-
established liquor houses — including UB Group, Seagrams, Globus Spirits Limited, Tilaknagar Distilleries etc. The
company has an integrated grain miling section wherein it procures grain, mills it and prepares the grain for
manufacturing ENA.

About the Group

Oasis Group (OG) is promoted by the Malhotra Family and has an operational track record of over five
decades in the liguor industry. The Group currently owns five distillation units and 3 Bottling Plants situated in
Punjab, Haryana, Madhya Pradesh, Rajasthan and Chandigarh, with a collective grain spirit production of
more than 17 Crore liters per annum. The Group is also engaged in the retail trading business of liquor through
Govemment contract route, by submitting tenders in the State of Punjab, Haryana and U.T. Chandigarh. At
present, it owns about 700 retail vends in Punjab.

The group’s core business strength lies in the business of alcohol production, manufacturing and marketing of
grain based IMFL. It is one of the largest retailers of liquor in the state of Punjab. Three plants owned by the
group have their in-house power generation units and the group also markets DDGS (Dried Distilled Grain
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Soluble) for the cattle industry and harnesses Carbon-di-Oxide for industrial uses. DDGS and Carbon-di-Oxide
are byproducts of the ENA manufacturing and distillation process.

Analytical Approach

Acuité has consolidated the financial and business risk profile of Oasis Distilleries Limited (ODL), Malbros
International Private Limited (MIPL), Oasis Commercial Priv ate Limited (OCPL), Oasis Ov erseas Exports Priv ate
Limited (OOEPL), Vieta Beverages Private Limited (VBPL) and Om Sons Marketing Private Limited (OSMPL)
together referred to as the '‘Oasis Group’ (OG). The consolidation is in view of the common ownership, cross
corporate guarantees extended by the group companies for bank facilities and strong operational and
financial linkages within the group. Extent of Consolidation: Full.

Key Rating Drivers

Strengths

e Experienced management

The Oasis group commenced its operations in 1980°s under the lead of Mr. Deep Malhotra and his family and
thus the group boasts a long track record of operations of four decades in the Alcohol manufacturing and
trading industry. Currently, the day-to-day operations of the group are managed by Mr. Gautam Malhotra,
Miss Dimpy Malhotra and Mr. Gaurav Malhotra along with other industry veterans with an experience of over
two decades in the aforementioned industry. The group is wel supported by the second line of the
experienced management feam. Established presence of the group along with experienced management,
has helped OG maintain a long relationship with its customers which has aided the group in maintaining
healthy revenue.

In October 2018, Oasis group began the production of Ethanol in through its three entities in the group viz. Om
Sons Marketing Private Limited, Malbros Internatfional Private Limited and Oasis Commercial Private Limited
with an installed capacity of 3.20 lakh litres per day, the ethanol produced by the group is supplied to major
oil companies like Hindustan Petroleum Corporation Limited, Bharat Petroleum Corporation Limited and Indian
Oil Corporation limited among others. In addition to the aforementioned, OG caters to reputed clientele such
as Kerala State Corporation Limited, United Spirits Limited and Karnataka State Beverages Corporation Limited,
to name a few.

Acuité believes Oasis group will continue to benefit from its long track of operations, a strong presence of the
group in the domestic market and the rich experience of the management over the medium term.

o Healthy financial risk profile

The financialrisk profile of group stood healthy marked by healthy net worth, comfortable gearing and healthy
coverage indicators. The tangible net worth of OG stood healthy at around Rs. 529.32 crores as on 31 March,
2021 (Provisional) as against Rs. 460.66 crores as on 31 March, 2019 on the back of healthy accretion to
reserves, which in turn is a result of healthy profitability levels maintained by the group over the years. The
group has followed a conserv ative financial policy in the past, which is reflected by current gearing (debt-to-
equity) stands at 0.64 times as on 31 March, 2021 (Provisional) and 0.75 times in the previous year. The gearing
levels of the group have remained in the above mentioned range attributing to the minimal capital
expendifure incurred towards the acquisition of latest machinery and expansion of the installed capacities.
Howev er, in current year due to re-structuring of capital in one of the company, in which unsecured loans from
promoters were replaced by term loan of Rs. 70.00 Cr. The total outside liabilities to total net worth (TOL/TNW)
ratio stands at 1.20 times as on 31 March, 2021 (Provisional) and 1.57 times as on 31 March, 2020. The total debt
of Rs. 337.74 crore as on 31 March, 2021 (Provisional), consists of term loans of Rs.76.80 crores, working capital
borrowings of Rs. 242.99 crores and Rs. 17.95 crores of current portion of long term debt. The Debt protection
metrics of the group hav e remained healthy marked by the interest cov erage ratio 3.84 times as on 31st March
2021 (Provisional) as against 3.37 times in the previous year and the debt service coverage ratio of 2.20 times
as on 31st March 2021 (Provisional) compared to 1.70 times in the previous year. The net cash accruals to total
debt (NCA/TD) stood comfortable at 0.27 times for FY2021 (Provisional). The group reported healthy net cash
accruals (NCA) of ~Rs. 92.39 crore in FY2021 and Rs. 77.47 crores in FY2020.

Acuité believes that the group will be able to sustain its existing financial risk profile in near to medium term
backed by established presence in the Industry, extensiv e experience of promoters, healthy net cash accruals
to support any major debt-funded capital expenditure.
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. Push for higher Ethanol blending

In the current season, ethanol players are committed to supply 3.5bn-litres of ethanol to OMCs players, post
which, av erage Ethanol blending with fuel across India is expected increase to 8.3-8.5%. Gol plans to increase
this blend rate to 20% across India by FY25, post which the demand for ethanol is expected to increase
substantially. At 20% ethanol blended rate, demand for ethanol is expected to increase to 10bn-litfres. Currently
the company has capacity of 490 KLPD and the company has added 180KLPD more to its portfolio. This
increase in ethanol capacity willhelp grow revenuesin the near future due to push for higher ethanol blending

Weaknesses

. Intensive working capital operations

Oasis group operates in working capital infensive nature of operations marked by gross current assets (GCA)
of 143 days for FY2021(Prov.) as against 157 days for FY2020. The improv ement is majorly on account of change
in inventory days of 46 days ason 31 March 2021 (Prov.) as against 60 daysin the previous year. Further, debtors’
days stood improved at 61 days as on 31 March 2020 as against 64 days in previous year. Current Ratio stood
at 1.44 times as on 31 March 2021(Prov.) as against 1.28 in the previous year. The combined fund-based
working capital limits are utilized at an average of 82.24 percent in the last nine months

Acuité believ es that the working capital requirements will continue to remain intensive over the medium term

e Exposure to heavy regulatory risk

The Indian alcoholindustry is highly regulated at almost ev ery stage in the value chain. Moreov er, ev ery state
has its set of regulations with respect to distribution and retail channels, registration, taxation, and pricing of
alcohol. The industry is expected to remain highly regulated by the government going forward, exposing the
business risk profile to adverse regulatory changes. Furthermore, players within the industry are susceptible to
high excise duties.

Rating Sensitivity

¢ Sustained growth in operating performance with improvement in profitability and financial risk profile
¢ Slowdown in industry leading to inventory pile up.

Material Covenants
None

Liquidity position: Adequate

The group has healthy liquidity marked by healthy net cash accruals to its maturing debt obligations. The group
generated cash accruals of Rs. 92.39 crore for FY2021(Prov.) as against Rs. 17.95 crore of repayment
obligations for the same period. The group has unencumbered cash and bank balances of Rs. 30.91 crore as
on 31st March 2021 (Prov.). Also, gross current assets (GCA) stood at 143 days for FY2021(Prov.) as against 157
days for FY2020. Further, the combined fund-based working capital limits are utilized at an average of 82.24
percent in the last nine months. Current Ratio stood at 1.44 times as on 31 March 2021 (Prov.) as against 1.28
in the previous year. Therefore, there are enough net cash accruals & limits av ailable to utilize more funds if
required to support incremental requirements.

Outlook: Stable

Acuité believes that OG will maintain a 'Stable' outlook over the medium term on the back of its established
track record of operations and experienced management. The outlook may be revised to 'Positive’ in case
the group registers higher-than-expected growth in its revenues and profitability while maintaining its liquidity
position. Conv ersely, the outlook may be revised to 'Negative' in case the group registers lower-than-expected
growth in revenues and profitability or in case of deterioration in the group's financial risk profile or significant
elongation in the working capital cycle.

About the Rated Entity - Key Financials

Unit FY21 (Prov .) FY20 (Actual)
Operating Income Rs. Cr. 1,910.52 1,755.98
PAT Rs. Cr. 60.13 44.75
PAT Margin (%) 3.15 2.55
Total Debt/Tangible Net Worth Times 0.64 0.75
PBDIT/Interest Times 3.84 3.37
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Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None

Applicable Criteria

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

e Manufacturing Entifies - https://www.acuite.in/view-rating-criteria-59.htm

e FinancialRatiosand Adjustments-hitps://www.acuite.in/view-rating-criteria-53.ntm
e Consolidation criteria - https://www.acuite.in/view-rating-criteria-60.htm

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

Rating History (Upto last three years)

Name of
Date Instrument / Term Amount (Rs. Cr) Ratings/Outlook
Facilities
. ACUITE BBB/ Stable
Cash Credit Long term 28.00 (Reaffrmed)
Stand by line of ACUITE BBB/ Stable
Credit Long ferm 500 (Reaffrmed)
05-0ct2020 ACUITE BBB/ Stable
Proposed Facility Long term 1.00 (Reaffimed)
Bank Guarantee Short Term 8.00 ACU”.E A3+
(Reaffrmed)
ACUITE BBB
Term Loan Long term 0.39 (Withdrawn)
ACUITE BBB
Term Loan Long term 0.40 (Withdrawn)
Cash Credit Long term 28.00 ACUITE BBB/ Stable
07-Julv-2020 (Reaffrmed)
4 Stand by line of Lona term = 00 ACUITE BBB/ Stable
Credit s ' (Reaffrmed)
. ACUITE BBB/ Stable
Proposed Facility Long term 1.00 (Reaffrmed)
Bank Guarantee Short Term 8.00 ACUlT.E A3+
(Reaffirmed)
ACUITE BBB
Term Loan Long term 0.98 (Withdrawn)
ACUITE BBB/ Stable
Term Loan Long term 0.39 (Reaffirmed)
ACUITE BBB/ Stable
Term Loan Long term 0.40 (Reaffrmed)
26-Mar-2019 Cash Credit Long term 28.00 ACUITE BBB/ Stable
(Reaffrmed)
Stand by line of ACUITE BBB/ Stable
Credit Long term 5.00 (Reaffrmed)
- ACUITE BBB/ Stable
Proposed Facility Long term 0.21 (Assigned)
Bank Guarantee Short Term 8.00 ACUlT.E A3+
(Reaffrmed)
ACUITE BBB/ Stable
Term Loan Long term 0.98 (Upgraded)
30-Jan-2019 Term Loan Long term 2.53 ACUITE BBB/ Stable
(Upgraded)
Term Loan Long term 2.53 ACUITE BBB/ Stable
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(Upgraded)
Cash Credit Long ferm 24.00 ACL(JL'JTE;ZEZ eS;‘)’b'e
Stand by line of ACUITE BBB/ Stable
Credit Long term 3.00 (Upgraded)
Proposed Facility Long term 4.67 EA\\NCWL?J]';EQB\E/E)
Bank Guarantee Short Term 1.50 agglrfd':;;
*Annexure — Details of instruments rated
. Size of the
Lender Name Nan.'\.e_ ofthe Date of Coupon Maturity Issue Ratings/Outlook
Facilities Issuance Rate Date
(Rs. Crore)
ACUITE BBB+ /Stabl
State Bank of | i credit| | NOt Not Not 28.00 ((:UUpgroded/lfroom °
India Applicable | Applicable| Applicable ACUITE BBB)
State Bank of Stand by line  Not Not Not ACUITE BBB+ fStable
India of Credit | Applicable | Applicable| Applicable 5.00 (Upgraded from
ACUITE BBB)
ACUITE BBB+ /Stabl
Not Applicable Proposed Not Not Not 1.00 U q d/f abie
PP Facility Applicable | Applicable| Applicable ) ( E%SITI?BBrB?m
State Bank of Bank Not Not Not 8.00 (UpAg\(ri:iUcllTeEdAffom
India Guarantee | Applicable | Applicable| Applicable ACUITE A3+)
State Bank of Not Not ACUITE BBB+/ Stable
India TermLoan | 4\ qilable 10001 Ay qiable | 13129 (Assighed)
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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 Rafings under BASEL-Il norms in the year 2012. Since then, it has assigned
more than 8,383 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

Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not be treated as a recommendation or
opinion that is intended t o substit ute for a financial adviser's or invest or's independent assessment of whether to buy, sell or hold
any security. Acuit é ratings are based on the data and information provided byt he issuer and obt ained from otherreliable sources.
Although reasonable care has been taken to ensure that the data and information is true, Acuité in particular, makes no
represent ation or warranty, expressed orimplied with respect tothe adequacy, accuracy or completeness of t he information relied
upon. Acuité is not responsible for any errors or omissions and especially states that it has no financial liability whatsoev er for any
direct, indirect or consequential loss of any kind arising from the use of its ratings. Acuité 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.acuite.in)for the latest information on anyinstrument rated by Acuit é.
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