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RATING RATIONALE 15 Sept 2020

Mukul Overseas Private Limited

Brickwork Ratings revises the Long term rating for the Bank Loan Facilities of ¥ 20.15
crores of Mukul Overseas Private Limited (the company).

Particulars
Amount (X Cr) Rating*
%% .

Instrument Previous | Present Tenure Previous Present
(June’20)
BWR B+ BWR BB-
Stable Stable

Fund based 13.65 20.15 Long Term ISSUER NOT Upgrade
COOPERATING"
Total 13.65 20.15 INR Twenty crores and Fifteen lakhs only.

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings
** Details of Bank facilities is provided in Annexure-I
~ based on best available information.

RATING ACTION / OUTLOOK
BWR upgrades the Long Term Rating assigned to Mukul Overseas Private Limited as
BWR BB- with Stable Outlook.

The rating draws strength from the extensive experience of the promoters and improved scale of
operations. However, the rating is constrained by thin profit margins, presence in an intensely
competitive industry and cyclical nature of business, working capital intensive business, Covid
19 effect and average financial risk. BWR believes that the business risk profile of “Mukul
Overseas Private Limited” will be maintained over the medium term. The Stable outlook
indicates a low likelihood of rating change over the medium term. The Rating outlook may be
revised to “Positive” in case there is significant improvement in revenues, profit margins of the
company going forward. The rating outlook may be revised to “Negative” if there is any
deterioration in the financial risk profile including liquidity of the company.

KEY RATING DRIVERS
Credit Strengths:

1. Extensive Experience of the Promoters: The company is promoted by Mr. Rajendra
Kumar having more than four decades of industrial experience. He is ably assisted by his
sons Mr. Mukul Agrawal, Mr. Atul Kumar Agarwal and Mr. Amit Agarwal who are
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having sufficient industry experience. The client has a strong relationship with its
customers and suppliers.

. Improved scale of operations: There is an increase in revenue in FY 19 which stood at

Rs. 58.12 crs as against Rs. 46.72 crs in FY18. Gross sales increased by 24.40% in FY 19
as against FY18. The main reason for the increase in revenue is due to the expansion of
manufacturing facility thereby increasing the production. Though due to Covid-19
lockdown, the production ceased from April’20 till July’20, the revenues generated in
FY21 stand at Rs.17.42 crs after the production restarted along with orders in hand of Rs.
6.15 crs.

Credit Weaknesses:

Thin profit margins: The company has thin profitability margins which have not
improved since the last four FYs.

Presence in an intensely competitive industry and Cyclical Nature of Business::
There is intense competition in the rice milling industry as there are numerous players in
the industry.The business is cyclical in nature and the production of rice is highly
dependent on the vagaries of the monsoon.

Working capital intensive business: Operations are working capital intensive due to the
nature of business. As paddy is a seasonal crop and millers have to buy and stock it from
September to December every year and also due to rice ageing process to improve its
aroma, the inventory levels in the business are quite high.

Effect of Covid-19: Recent Lockdown due to Covid-19 is expected to have a negative
bearing on the industry, however India saw a 23% increase in export of farm produce
from April to June compared to the corresponding period last year, with rice and sugar
dominating the charts. As per the client, the manufacturing ceased due to Covid 19
lockdown from April’20 till July’20 however the revenues achieved after production
restarted stands at Rs. 17.42 crs till date in FY21 along with orders in hand of Rs. 6.15
crs. The client is expecting to meet its projections in FY21.

Average Financial Risk: The net worth (analysed) of the firm remained at modest level
at Rs. 4.50 crs in FY'19 .Total debt/TNW stood high at 4.42x in FY19 and 5.44x in FY20
indicating that debt remains high in comparison with money in the business. DSCR at
0.94x in FY19 is also on a lower side. Working capital cycle remains high at 110 days
in FY20 due to high inventory days of 115 days. As such the financial risk profile is
average and needs to be improved.
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ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA
For arriving at its ratings, BWR has applied its rating methodology as detailed in the Rating
Criteria detailed below (hyperlinks provided at the end of this rationale).

RATING SENSITIVITIES
Going forward, the ability of the company to improve its revenues and financial risk profile
would remain the key rating sensitivities.

Positive: Rating may be upgraded in case of substantial improvement in revenues and tangible
net worth of the company.

Negative: Rating may be downgraded in case there is deterioration in financial risk profile of the
firm including the liquidity of the company.

LIQUIDITY POSITION (Stretched)

The company has Cash & Bank balances of Rs. 0.56 Crs in FY20. Long Term Borrowings of
INR 10.36 crs in FY20 includes unsecured loans from family and relatives of directors of INR
4.45 Crores and term loans from PNB of INR 5.40 crores. The company has generated cash
surplus of Rs. 1.46 crs as against CPLTD of Rs. 1.04 crs in FY20. Cash credit levels are fully
utilised for the last 6 Months. The current ratio is 1.17x in FY20. Working capital cycle remains
high at 110 days in FY20 due to high inventory days of 115 days.

Holding/Subsidiary Company: NA

COMPANY PROFILE

Mukul Overseas Pvt Ltd is a private limited company incorporated in 2014 for operating Rice
Processing Unit in Mainpuri, UP. The company was incorporated by conversion of a partnership
firm (M/s Mukul Overseas) into a private limited company. The promoters had been running the
partnership firm M/s Mukul Overseas since 1st April 2012. They purchase paddy from various
sources like mandi and directly from farmers and process it to convert it to basmati rice and bran.
Total operating capacity of the plant in Mainpuri is 38,400 MT and capacity utilisation is at 64%
inFY20.

KEY FINANCIAL INDICATORS (Rs in crs)

Key Parameters Units 2018 2019
Result Type Audited Audited
Operating Revenue I Cr 46.72 58.12
EBITDA X Cr 2.84 2.68
PAT ICr 0.09 0.11
Tangible Net worth (Analysed) ICr 4.98 6.57
TOL/TNW Times 5.24 4.26
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Current Ratio

Times

1.17

1.27

KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED: None

NON-COOPERATION WITH PREVIOUS RATING AGENCY IF ANY : CRISIL BB-
Stable Issuer Non Cooperating as on 22nd June 2020.

RATING HISTORY (FOR THE LAST THREE YEARS INCLUDING WITHDRAWALS
AND SUSPENDED)

Facili C t Rating (2020
acility urrent Rating ( ) Rating History
Type | Amount ,
(Z Crs) Sep’ 20 June 2020 2019 2018 2017
BWR B+
Fund BWR BB- Stable BWR BB-
Based Long 20.15 (Stable) Downgrade ) (Stable) NA
Term ) Upgrade Issuer did not Assigned
cooperate*
Total 20.15 INR Twenty crores and Fifteen lakhs only.

* based on best available information.

COMPLEXITY LEVELS OF THE INSTRUMENTS

For more information, visit www.brickworkratings.com/download/Complexityl.evels.pdf

Hyperlink/Reference to applicable Criteria
General Criteria

Approach to financial ratios

Analytical Contacts

Investor and Media Relations

Shweta Tandon
Rating Analyst

B :+91 11 2341 2232
shweta.t@brickworkratings.com

[Satvinder Kumar Gakhar]

[Associate Director — Ratings]
[Board: 91 11 23412232]
[satvinder.g@brickworkratings.com]

Liena Thakur

+91 84339 94686

liena.t@brickworkratings.com

Assistant Vice President - Corporate Communications
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Mukul Overseas Private Limited
ANNEXURE 1
Details of Bank Facilities rated by BWR
SI. No. | Name of the | Type of | Long Term | Short Total
Bank Facilities {XCr) Term R Cr)
®Cr)
1. Cash Credit 15.00 - 15.00
Term Loan I 1.53 - 1.53
Punjab National
Bank
Term Loan II 0.55 - 0.55
Term Loan III 3.07 - 3.07
TOTAL 20.15

INR Twenty crores and Fifteen lakhs only.

For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your
print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change
the wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone
has the sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through any print
or electronic or digital media.

About Brickwork Ratings : Brickwork Ratings (BWR), a Securities and Exchange Board of India [SEBI]
registered Credit Rating Agency and accredited by Reserve Bank of India [RBI], offers credit ratings of Bank Loan,
Non- convertible / convertible / partially convertible debentures and other capital market instruments and bonds,
Commercial Paper, perpetual bonds, asset-backed and mortgage-backed securities, partial guarantees and other
structured / credit enhanced debt instruments, Security Receipts, Securitisation Products, Municipal Bonds, etc.
BWR has rated over 11,400 medium and large corporates and financial institutions’ instruments. BWR has also
rated NGOs, Educational Institutions, Hospitals, Real Estate Developers, Urban Local Bodies and Municipal
Corporations. BWR has Canara Bank, a leading public sector bank, as one of the promoters and strategic partners.
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BWR has its corporate office in Bengaluru and a country-wide presence with its offices in Ahmedabad, Chandigarh,
Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along with representatives in 150+ locations.

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the
issuer and other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any
data distortion; however, it does not examine the precision or completeness of the information obtained. And hence,
the information in this report is presented “as is” without any express or implied warranty of any kind. BWR does
not make any representation in respect to the truth or accuracy of any such information. The rating assigned by
BWR should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and
BWR shall not be liable for any losses incurred by users from any use of this report or its contents. BWR has the
right to change, suspend or withdraw the ratings at any time for any reasons.
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