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Rating Rationale

Acuité has assigned ifs long-term rating of ‘ACUITE BB+'(read as ACUITE double B Plus)
and its short term rating of '"ACUITE A4+' (reads as ACUITE A four plus) fo the Rs.26.00 Cr
bank facilities of Malpefresh Marine Export Private Limited (MMEPL). The outlook is 'Stable'.

Rationale for rating assigned

The rating assigned takes into account established market position and company's track
record of operations in the seafood industry. The rating also factors in the company's strategic
location at Udupi region which is a major fishing hub with a close vicinity to Malpe port. The
rating also draws comfort from geagraphically diversified clientele and growth in scale of
operations to Rs.148.99 Crin FY23(Prov) as against Rs.120.67 Crin FY22 and Rs.62.01 Crin FY21
along with improvement in operating profit margin to 5.22 percent in FY2023(Prov) as against
2.93 percent in FY2022. However, rating is constrained by below average financial risk profile,
moderate working capital management and exposure to volatile raw material prices and
forex risk.

About the Company

Udupi(Karmnataka)-based, MMPL wasincorporated in 2014 and commenced its operations in
August, 2017. The company is engaged in procurement, processing, freezing and final
packing, storing, exporting of fish and fishery products. The company is promoted by Mr.
Moulanalbrahim, Mr. Sidga Mohammedlbrahim, Mr. AntoniolLuis FelixRodrigues, Mr. Suresh P.
Shetty, Mr. Sathish Shetty and Mr. Krishna Prasad.

Analytical Approach

Acuité has taken the standalone view of the business and financial risk profile of MMEPL to
arrive at the rating.

Key Rating Drivers
Strengths
Extensive experience of promoter in seafood industry
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The promoters, Mr. Moulana Ibrahim, Mr. Sidga Mohammed lbrahim, Mr. Antonio Luis Felix
Rodrigues, Mr. Suresh P. Shetty, Mr. Sathish Shetty and Mr. Krishna Prasad, have over two

Acuité Ratings & Research Limited www.acuite.in

T T T .



decades of experience in the seafood industry. The extensive experience has enabled the
company to forge MMPL to build a strong base of customers, ensuring repeat orders. MMPL's
processing facilities are located in proximity to the major aquaculture belt of udupi
(Karnataka), ensuring continuous availability of raw materials at low fransportation costs.
MMPL's major exports to South East Asian countries like China, Myanmar, Philippines, Vietham,
Malaysia, Thailand, etc., Middle-East countries like Dubai and countries in the European Union
such as Spain, Italy, Portugal, etc. Company derives almost 92 percent of its revenue from
exports.

Acuité believes that the promoters experience and healthy relationship with customers and
suppliers, coupled with healthy demand for seafood is expected to support its business risk
profile over the medium term.

Improvement in scale of operations and Profitability

MMEPL's operating revenue to surged 23 percent in FY23(Prov) to Rs.148.99 Cr from Rs.120.67
Crin FY22 and Rs.62.01 Crin FY21. Improvement is aided by better demand conditions in
South East Asia which is major market for MMEPL. The profitability of the company also
withessed improvement reflected by increase in its operating margin to 5.22 percent in
FY23(Prov) as against 2.93 percent in FY22 and 5.00 percent in FY21. Similarly, the Profit After
Tax margin also improved 1o 2.43 percent in FY23(Prov) as against 0.44 percent in FY22 and
FY21.

Acuité believes that the profitability of the company will continue to witnessed improvement
over the medium term on account of healthy demand of seafood and established operations
of the company.

Strategic location at Udupi and diversified clientele

MMEPL is located at Udupi, Karnataka with close vicinity to Malpe port, which is one of the
largest harbour, ensuring easy raw material availability at lower cost. Further, company uses
mangalore port to ship its exports due to high availability of shipping lines and nearest port.
The company also has geographical diversification in its revenue profile as it exports its
products to international market such as Thailand, Malaysia, China, Spain, UAE etc.

Weaknesses

Below average financial risk profile

The financial risk profile of the company is moderate marked by low networth, moderate
gearing level and moderate debt protection metrics. The company's net worth stood at
Rs.15.83 Cr as on March 31st 2023 (Prov) as against Rs.12.21 Cr as on March 31st 2022 and
Rs.11.68 Cr as on March 31st 2021. The increase in networth is majorly due to accretion of
profits. The total debt of Rs.21.11 Cr as on March 31st 2023(Prov) consists of short term debt of
Rs.18.31 Cr, unsecured loan of Rs.0.94 Cr and CPLTD of Rs.1.87 Cr. The gearing of the company
remained moderate at 1.33 times as on March 31st 2023(Prov) as against 2.25 times as on
March 31st 2022 and 2.34 times as on March 31st 2021. Further, the total outside liability to
tangible net worth also improved and stood at 2.18 times as on March 31st 2023(Prov) as
against 3.33 times as on March 31st 2022 and 2.76 times as on March 31st 2021. The debt
protection metrics remains moderate with interest coverage ratio and debt coverage ratio
stood at 4.46 times and 2.13 times respectively as on March 31st 2023(prov) as against 2.13
times and 2.01 times as on March 31st 2022 and 2.14 times and 2.14 fimes and 2.03 times as on
March 31st 2021.

Acuite belives that the financial risk profile of the company may improve going forward with
no major debt funded capex.

Moderate Working capital management

Company's operations are moderately working capital intensive as reflected by Gross current
asset (GCA) days of 94 days in FY23(Prov) as against 123 days in FY22 and 181 days in FY21.
The inventory days stood at 38 days in FY23(Prov) as against 52 days in FY22 and 130 days in
FY21. The debtor days stood in the range of 36 days to 47 days in past three years ending
FY2023(Prov) which is in line with credit period allowed to its customers. To support its working
capital company streches its creditor days to the extend of 28 to 34 days during past 3 years
ending FY2023(Prov). The strech in working capital has led to higher utilisation in bank limits
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with an average utilisation of 80 percent during 6 months ending July 2023,
Acuite belives that working capital management of the company will remain key rating
sensitivity over medium term.

Inherent risks in sea food indusiry like vulnerability of demand, susceptibility to
diseases, climate change and Government policies

MMEPL's revenues and profit margins are susceptible to the volatility in realisations, which in
turn are driven by global demand-supply scenario. The risk of extreme climatic conditions and
disease outbreaks are inherent in seafood industry. Extreme climatic condition would result in
adverse fishing conditions, which in turn affect mortality rates and the quality of fish. Further,
any changes in government policy could adversely impact revenue and margins.

Rating Sensitivities

e Any further large debt-funded capital expenditure, impactingthe financial risk profile
adversely

o Further stretch in the working capital cycle

« Significant improvement in scale of operations while maintaining profitability

« Sustainable improvement in profitability, leverage and solvency position of the company

All Covenants
None

Liquidity Position
Adequate

The liquidity of the company remained adequate, marked by adequate net cash accruels to
service its maturing debt obligation. Further cash accruels of the company are expected to
be in range of Rs.5.15 Cr to Rs.5.56 Cr during FY24 -25 period. The current ratio of the company
stood at 1.16 times, and cash and bank balance stood af Rs.0.33 Cr as on March 31st
2023(Prov). However, due to streched working capital cycle company has high relience on
short term borrowing marked by average utilisation of 80 percent in past 6 months ending July
2023.

Acuite belives that liquidity of company is likely to remain adequate over medium term on
account of adequate cash flow and no major debt funded capex over the medium term.

Outlook: Stable

Acuité believes that MMEPL ratfing will maintain a 'Stable' outlook over the medium term on
account of long tfrack record of operations and experienced management in the industry.
The outlook may be revised to 'Positive’ if MMEPL registers sustainable improvement in sales
volumes and realization per unit of the products offered leading to higher-than-expected
revenues and profitability with improvement in financial risk profile. Conversely, the outlook
may be revised to 'Negative' in case MMEPL registers lower-than expected revenues and
profitability or any significant stretch in its working capital management or larger than
expected debt- funded capital expenditure leading to deterioration of its financial risk profile
and liquidity.

Other Factors affecting Rating
Not applicable
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Key Financials

Particulars Unit FY 23 (Provisional) | FY 22 (Actual)
Operafing Income Rs. Cr. 148.99 120.67
PAT Rs. Cr. 3.62 0.53
PAT Margin (%) 2.43 0.44
Total Debt/Tangible Net Worth Times 1.33 2.25
PBDIT/Interest Times 4.46 2.13

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

None

Any other information
None

Applicable Criteria

* Default Recognition :- https://www.acuite.in/view-rating-criteria-52.htm
* Enfities In Manufacturing Sector:- https://www.acuite.in/view-rating-criteria-59.hfm

* Rating Process and Timeline: https://www.acuite.in/view-rating-criteria-67.htm

* Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criterio-

53.htm

Note on complexity levels of the rated instrument
In order to inform the investors about complexity of instruments, Acuité has categorized such
instruments in three levels: Simple, Complex and Highly Complex. Acuite’ s categorisation of
the instruments across the three categories is based on factors like variability of the returns to
the investors, uncertainty in cash flow patterns, number of counterparties and general
understanding of the instrument by the market. It has to be understood that complexity is
different from credit risk and even an instrument categorized as 'Simple' can carry high levels
of risk. For more details, please refer Rating Criteria "Complexity Level Of Financial

Instruments” on www.acuite.in

Rating History :
Not Applicable
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Annexure - Details of instruments rated
Lender's Date Of | Coupon | Maturity ([Complexity |Quantum .
Name ISIN_ [Facilities Issuance | Rate Date Level |(Rs.Cr.) Ratfing
ACUITE
Canara Noft Not Nof Noft .
Bank |Applicable PC/ F)CFCAppliccibleApplicobleApplicqble Simple 24.00 AA'4+|
ssigned
Froposed ACUITE
Not Not Terr% Not Not Not | <o | 4o | BB* |
Applicable|Applicable Bank Applicable|Applicable{Applicable P : Stable |
Facility Assigned
Working ACUITE
Canara Noft Capital Not Nof Noft Simole 1 40 BB+ |
Bank |Applicable|] Term | available | available | available P : Stable |
Loan Assigned
www.acuite.in
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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratfings under BASEL-Il norms in the year 2012. Acuité has
assigned ratings to various 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 Acuité 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.
Ratings assigned by Acuité 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, Acuité, in particular, makes no representation or
warranty, expressed or implied with respect to the adequacy, accuracy or completeness of
the information relied upon. Acuité 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. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité.
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