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 The company reported a standalone revenue of INR40.30 Crores for the fourth quarter of FY17 

down 1.92 per cent over revenue of INR41.09 Crores reported for the same quarter last year. Se-

quentially, the revenue dropped by 40.60 per cent. 

 The company's operating loss stood at INR27.16 Crores this quarter against a loss of INR6.45 

Crores reported in the corresponding quarter last year. In Q3FY17 the company posted an oper-

ating  profit of INR3.40 Crore. 

 The company incurred a net loss of  INR87.19 Crore as against a loss of INR10.41 Crore encoun-

tered in Q4 of FY16.The loss increased significantly due to rise in expenses from INR54.53 Crores 

to INR74.05 Crores .Moreover there was an exceptional expense of INR59.23 Crore for settling a 

legal case which significantly brought the profit down this quarter. 

 Looking at the full year's numbers, we see that the topline is down 6.51 per cent on reduction in 

hybrid cotton seed price along with moderations in cotton seed volumes. The EBITDA of the com-

pany fell by 58.79 per cent and the margin dropped 1489 bps.  The net profit also dropped by 

54.45 percent to INR78.47 Crores. This year the company has written off a share of inventory  

which is why the cost of  goods sold increased significantly . The net profit margin was  down by 

1233 bps. 

Company Overview 

 Kaveri Seed is an integrated provider of farm solutions focusing mainly on two segments- hybrid seeds 

and micro-nutrients. The seed division includes field crops such as corn, rice, jowar and vegetables  such 

as soil enhancers and organic fungicides or pesticides and vegetables/ herbs  for domestic and export 

markets.  The company has a strong in-house R&D programme for crops like maize, cotton, bajra, sor-

ghum , rice and several other vegetables.  Being  one of the leading seed company of India, the focus is 

on  combined use of conventional breeding and biotechnology  to shift the yield frontier  by incorpo-

rating genetics resistant to biotic and abiotic stresses.  
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Standalone Financial Results for Year Ended March 31, 2017 

Particulars (In INR Crore) 
Quarter Ended Twelve months for the period ended 

Q4-FY 17 Q4-FY 16 YoY % Q3-FY 17 QoQ % 31.03.2017 31.03.2016 YoY % 

Net Revenue  40.3 41.09 -1.92 67.85 -40.60 669.89 716.52 -6.51 

                  

Material Cost 82.04 74.31 10.40 138.11 -40.60 378.42 363.48 4.11 

Changes in Inventories -37.81 -53.82 -29.75 -100.59 -62.41 19.06 21.97 -13.25 

Employee Benefits Expenses 6.42 9.9 -35.15 7.43 -13.59 32.45 31.22 3.94 

Other Expenses 16.81 17.14 -1.93 19.49 -13.75 102.07 108.99 -6.35 

Total Expenses  67.46 47.53 41.93 64.44 4.69 532 525.66 1.21 

                  

EBITDA  -27.16 -6.44 321.74 3.41 -896.48 137.89 190.86 -27.75 

EBITDA Margin (%) -67.39% -15.67% NA 5.03% NA 20.58% 26.64% NA 

Other Income  1.76 4.24 -58.49 10.09 -82.56 34.34 11.66 194.51 

Exceptional Items  59.23 0 100.00 0 100.00 59.23 0 100.00 

Depreciation  6.55 6.95 -5.76 6.89 -4.93 28.49 24.98 14.05 

EBIT  -91.18 -9.15 896.50 6.61 -1479.43 84.51 177.54 -52.40 

EBIT Margin (%) -226.25% -22.27% NA 9.74% NA 12.62% 24.78% NA 

Interest Cost 0.043 0.039 10.26 0.042 2.38 0.12 0.16 -25.00 

Profit Before Tax -91.223 -9.189 892.74 6.568 -1488.90 84.39 177.38 -52.42 

PBT Margin (%) -226.36% -22.36% NA 9.68% NA 12.60% 24.76% NA 

Tax  -4.03 1.21 -433.06 3.01 -233.89 5.9 5.07 16.37 

Profit After Tax -87.193 -10.399 738.47 3.558 -2550.62 78.49 172.31 -54.45 

PAT Margin (%) -216.36% -25.31% NA 5.24% NA 11.72% 24.05% NA 

                  

EPS 12.63 1.51 736.42 0.51 2376.47 11.36 24.95 -54.47 
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 The year has been profitable for cotton production as commercial cotton prices has risen 

sharply. The ROI for cotton has been highest among all crops. However cotton sowing has been 

below normal and the overall acreage has gone down 12 per cent YoY. 

 Prices of pulses, soybean and chilies are under pressure which may lead to more cotton sowing  

in FY18.  However, Pulses acreages was up due to government encouragement . 

 Demonetization has impacted collection in H2FY17. 

 Rabi seed production has been challenging for various crops like maize, hybrid rice and bazra. 

 Non cotton revenue increased as per plan with maize being the maize being the largest contrib-

utor both in terms of value as well as volume. 

 The company has received notifications of two hybrids in rice, one hybrid in maize , one hybrid 

in pearl millet and one hybrid in sunflower. 

 In FY17, Cotton production witnessed recovery , rejection in maize has reduced and rice pro-

cessing also saw some recovery. 

 Total cotton  sold this year stood at 5.4 million packets as against 5.6 million cotton packets in 

the previous fiscal year. This represents a 4 per cent decline while the industry volumes went 

down by 7 per cent. This was driven largely by expanding the footprints outside Telengana, AP 

and Karnataka. 

 In FY17, Maize volumes grew 18% year over year to 10900 tons as compared to 9200 tons. Rev-

enue increased according to INR151 Crores as compared to INR138 Crores recorded last year. 

 Cotton seed production is projected to be better this year both in terms of volume and quality. 

The company expects 10-15 per cent increase in cotton volumes in FY18. 

 

Cotton has been the star performer 

this fiscal. 

 

Among  non-cotton crops maize was 

the largest contributor in terms of 

volumes 

Concall Highlights 

 

Cotton seed production is to grow 10

-15 per cent in FY18. 

 

The company launched 8 new prod-

ucts in FY17 
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 Exceptional expense of INR59.23 

Crore incurred this fiscal to settle a 

legal  case with Monsanto. 

  

Maharashtra govt. suspended the 

company along with 16 other com-

panies for the sale of BT seeds. The 

company hopes that the issue will 

be resolved soon 

Total Inventory write down was 

INR66.60 Crore this fiscal as against 

INR43.1 Crore in FY16. 

 

In the coming years inventory write

-offs would be at the range of 4-5 

percent. In bad years however it is 

expected to go up to 10 per cent 

 In FY17, the company has launched eight new products including three in maize, three in ba-

jra and two in rice. 

 Coming to the financial performance this year, the profitability of the company has been im-

pacted by inventory write-offs and exceptional item.  

 This fiscal year the total inventory write off was INR66.60 Crore as compared to INR43.1 

Crore in financial year 2016. This was mainly cotton inventory (around 43 Crores), which 

couldn’t meet the germination and trait purity standard. Lower than expected sales in the 

last two years lead to buildup inventory from Kharif 2015 which had a lower shelf life. In the 

coming years the inventory write-offs will be at the range of 4-5% of sales volume. However 

in bad years, it can go up to 10 per cent. 

 The exceptional item was INR59.23 Crores which was paid to Monsanto to settle a legal  

case . With this settlement, KSCL Kaveri has secured its position and strengthened its rela-

tionship with a leading technology provider and has ensured continued access to future tech-

nologies. 

 Rabi production of maize, hybrid rice and bajra has been challenging. This may impact the 

supplies. Maize acreage may come down and due to which cotton sowing may increase. 

 Maharashtra govt suspended 17 companies for the sale of genetically modified BT seeds. 

This is because samples of non– BT hybrids taken in May-July 2016 have apparently shown 

presence of BT seeds. There was an Industry representation to Department of Agriculture. 

The Department has been quite patient to listen to the issue and the current update is that 

they have taken some fresh samples from the market for all the companies and the test are 

going on. The management is confident that the issue will be resolved shortly. 
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 Products like ATM, Jadoo has been  

greatest contributor to sales this 

year. In FY18 a new product called 

Money maker is likely to contribute 

5-8 per cent to total sales. 

 

The company is yet to decide on 

how much they would spend on 

dividends. 

 For cotton the company is expecting good growth from Maharashtra and Gujarat and other 

parts.  On that note cotton volumes can go up 10-15 per cent. Hybrid rice dependent on 

overall industry growth. Over the  last two years, industry growth hasn't been as expected by 

the industry. This year also hybrid rice we are not expecting a huge growth coming in be-

cause there is no trigger which is they are seeing there 

 Products like ATM and Jaadoo are the largest contributor to sales for FY17. A new product 

Moneymaker is going to ramp up this year. It is going to contribute 5-8 per cent to their total 

sales. 

 Out of the total cash reserves, company is going to allot INR200 Crores for a buyback. The 

rest is used for royalty settlement with Monsanto. Post that they allocated some money for 

Kharif season. Post first quarter they will get the clarity on how much they would spend on 

dividends.  

Company Analysis 

Product range of the company continues to expand steadily 

The company continues to introduce new farm-centric products in the market. They have given demos 

for three new Hybrids of Cotton this year which they expect to launch next year. Other than cotton , 

they have introduced three new hybrids of Maize mainly in the markets of UP and Rajasthan where 

there presence is much lower compared to other states of South India.  They have launched three new 

hybrids of pearl Millet.  They have two new Hybrid Rice. They have a new Hybrid for sunflower. 

Sunflower is a profitable part of their business . The company will continue to build up new hybrids for 

the coming years. The cotton business is shaping up and is the major contributor to the topline so they 

expect increasing contribution from non– cotton business . Over the next 3-5 years the company is going 

to introduce new products in cotton, maize, pearl millets and paddy. 
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Kaveri Seed is almost debt free with an abundance of cash  

In  order to reduce the risk of bad debt the management decided to limit credit sales in FY15 which 

resulted in loss of market share of the company from 50% to 25-30% in Telengana region. However, 

company gained share in cash markets like Maharashtra, Gujarat, Adilabad, Kambam and Warangal. The 

company has abundant cash on the books which it can use for R&D purpose for developing new 

products, upgrading facilities and for expanding its geographic reach. Total cash on books stood at 

INR649 Crores as on 31st March, 2017, as compared to INR493 Crores as on 31st March, 2016.Royalty 

payment have been a critical part of expenses, post legal settlement with Monsanto over royalty 

payment the company will be able to give greater focus on expanding its core business. This would help 

the company retain more cash in the accounts. 

Robust network of distributors and dealers across country 

The company has a network of more than 15000 direct and indirect distributors across the country. It 

has 350 highly motivated marketing professionals. Its outreach centres are key sources of expanding 

operations. They serve as the best feedback or marketing centres for understanding farmer’s needs and 

educating them about the best usage technique. 

Kaveri Seed’s supply chain management  is unique 

Supply chain is a critical element in seed company’s success. Kaveri’s Supply chain is unique, over the 

last couple of years the company has taken several initiatives  to synchronize supply with demand. 

Beside investing in seed production planning tool and seed production research It has also set up new 

processing and packaging plant in Molangur to take care of the supply chain. The strong supply chain 

management helped the company’s cotton production grow both in terms of quality and volumes. Not 

only cotton, there has been less incidences of maize rejection this year and rice production has also got 

a boost.  

Company Analysis 
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    Particulars (INR Cr) FY 2014A FY 2015A FY 2016A FY 2017A FY 2018E FY 2019E 
Net Sales 1011.11 1161.23 892.78 704.9 891.3 1031.53 

Growth (%) 42.00 14.84 -23.11 -21.00 26.4 15.7 

EBITDA 221.24 310.30 190.42 137.89 236.3 279.5 

EBITDA Margins (%) 21.88 26.72 21.32 19.56 26.51 27.09 

Net Profit 209.17 300.96 172.68 78.49 219.41 258.93 

Net Profit Margins (%) 20.68 25.91 19.34 11.13 24.61 25.10 

Net Profit Growth (%) 63.32 43.88 -42.62 -54.54 179.53 18.00 

EPS 30.43 43.68 25.06 17.28 32.15 38.11 

BVPS  74.84 109.40 131.28 140.20 156.12 181.11 

P/E 21.03 22.56 15.05 36.30 19.44 16.44 

P/BV 8.54 9.01 2.87 4.78 4.12 3.54 

EV/EBITDA 18.99 20.85 12.57 20.15 16.30 13.80 

ROE (%) 48.77 47.43 20.75 18.43 21.01 23.10 

Exhibit: Kaveri Seed Company Ltd.-Financial Performance at a glance (Consolidated) 

Rising cotton prices is likely to improve margins 

Commercial cotton prices has gone up significantly. On an average per quintal price of cotton has gone 

up from INR4538 in April 2016  to INR5443.5  in April 2017. The company is among the top three seed 

companies in cotton segment. Since the ROI in cotton has been the highest and pulses, soybean and 

chillies prices are under pressure, the cotton acreages is sure to go up. With this company will reduce 

the dependency on monsoon as cotton is the ideal crop for low rainfall condition.  

Company Analysis 

Valuation 

Considering the stable performance over the years ,increasing cotton prices and swelling cash reserves  

in addition to normal monsoon forecast, government’s increasing focus on agriculture  we assign a P/E 

of 21x to its FY19E earnings and thus arrive at a TP of  800.  

Source: Ace Equity, Bloomberg, SMIFS Research 
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