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Rating Rationale

SMERA has assigned long term rating of ‘SMERA B’ (read as SMERA B) on the Rs.5.00 crore bank
facilities of Subhani Seeds (SS). The outlook is ‘Stable’.

Established in 2005 by Mr. Molla Mehaboba Shaheb - Subhani Seeds is a proprietary firm engaged in
distribution and trading of breeder seeds . Currently the business is headed by his son Mr. Mohamooda
Bee. The firm mainly caters to different central and state government corporations by undertaking
tender based contract.

List of key rating drivers and their detailed description
Strengths:

Experienced management and long track record of operations- Proprietor Mr. Mohamooda Bee has
nearly a decade of experience in the same line of business.

Healthy growth in revenue- The total operating income of the firm has registered a compounded
annual growth rate (CAGR) of 329.29 per cent during the period FY2014-FY2016 (from Rs.2.52 crore in
FY14 to Rs.46.44 crore in FY16), backed by increase in customer base. The firm was primarily catering
to Andhra Pradesh State Seeds Development Corporation Limited, however from FY 2015, the firm
started supplying to Telangana State Seeds Development Corporation Limited, AP Oil Limited and
National Seed Corporation together constituting ~ 53 per cent of total revenue. Furthermore, the firm
has achieved a total operating income of ~ Rs.79.50 crore during 9 month ended FY17 (provisional).

Weaknesses:

Low profit margins - The firm operates with low EBITDA margins of 0.50 per cent in FY 2016 as against
(0.17) per centin FY 2015. The low profit margins are primarily due to trading nature of operations.

Moderate financial risk profile- The moderate financial risk profile is marked by low net worth base
of Rs 0.67 crs, moderate debt-equity of 1.31 times and comfortable interest coverage ratio of 3.36 times
in FY 2016. However, SMERA expects the financial risk profile of the firm to deteriorate marginally over
the medium term due to its exposure to overdraft facility of Rs 5 crore from August’2016 to fund its
working capital requirements. With the increase in debt, the gearing and coverage indicators are likely
to deteriorate in the medium term.
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Agro climatic risk - The firm is exposed to climatic variations risk as these are agricultural products
which are dependent on weather and climatic changes.

Analytical approach- For arriving at the ratings SMERA has considered the standalone financial
performance and financial risk profile of SS.

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

o 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 firm will continue to benefit over the medium term from its proprietor’s
extensive experience in the trading and distribution of seeds. The outlook may be revised to 'Positive' if
the firm maintains its sustained growth in the operating income while showing a significant
improvement in profitability margins. Conversely, the outlook may be revised to 'Negative' in case of a
steep decline in revenues or profitability margins, or significant deterioration in its capital structure
most likely because of a stretch in its working capital cycle or large debt-funded capital expenditure.

About the Rated Entity

Established in 2005 by Mr. Molla Mehaboba Shaheb - Subhani Seeds is a proprietary firm engaged in
distribution and trading of seeds. Currently the business is headed by his son Mr. Mohamooda Bee. The
firm mainly caters to different central and state government corporations by undertaking tender based
contract.

For FY2016, the firm reported Profit after Tax (PAT) of Rs.0.16 crore on total operating income of
Rs.46.44 crore as compared with PAT of Rs.0.03 crore on total operating income of Rs.8.07 crore in
FY2015.

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History for the last three years:

Name of 2017 2016 2015 2014
Facilities Amount Ratine with
Scale Date (Rs. g Date | Rating | Date | Rating | Date | Rating
Outlook
Crore)
Cash LT 23 SMERA
Credit May2017 | 5.00 B/Stable
(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
SMERA
Cash Credit NA NA NA 5.00 B/Stable
(Assigned)
Note on complexity levels of the rated instrument: https://www.smera.in/criteria-complexity-
levels.htm
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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 visitwww.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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