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Rating
I - Rating
1
Facilities/Instruments Amount (X crore) Rating Action
9.8 CARE B+; Stable
Long Term Bank Facilities (Reduced from 9.90) (Single B Plus; Outlook: Reaffirmed
Stable)
9.28
Total Bank Facilities (X Nine Crore and Twenty-Eight Lakhs
Only)

Details of instruments/facilities in Annexure-1.

Detailed rationale and key rating drivers

The reaffirmation of rating assigned to the bank facilities of Pachimatla Manoj Kumar (PMK) is constrained by short track record
of operations since commencement of commercial operations, absence of long-term offtake agreement, lower networth base
along with the proprietorship nature of constitution with risk of withdrawal of capital.

However, the rating derives strength from short term tie-up of storage agreement with Telangana State Warehousing Corporation
Hyderabad (TSWCH), experience & resourcefulness of promoter, locational advantage of property with operational Railway
Sidings, presence of escrow mechanism mitigating the flight of capital risk in proprietorship firm along with stable industry outlook.

Rating sensitivities
Positive factors — Factors that could lead to positive rating action/upgrade:

e Improvement in net worth along with long term off take agreement
Negative factors — Factors that could lead to negative rating action/downgrade:

e Elongation of receivable days leading to weaking of credit profile

¢ Absence of promoter support
Detailed description of the key rating drivers
Key rating weaknesses
Operations & Maintenance Risk
The firms have to maintain handling of grains under stipulated specifications, noncompliance of which can result in penalties
being levied by the authority exposing the entity to O&M risk. However, considering simplest nature of operations the management
does not foresee any significant increase in expenses.
Highly competitive and fragmented nature of business
The domestic warehousing market is highly fragmented with most of the warehouses having an area less than 10,000sq.ft.
Approximately 90% of the warehousing space in the country is controlled by unorganized players, which manage small-sized
warehouses with limited mechanization. Fragmented warehousing footprint results in higher average inventory holding, in addition
to resulting in higher storage and handling losses, driven by lower level of mechanization.
But lately the sector has been attracting investments from international players which is propelling the formalization of the sector.
With respect to the regulatory ecosystem, many state governments are announcing dedicated logistics sector policies.
Proprietorship nature of constitution with risk of withdrawal of capital
The firm being a proprietorship firm is exposed to inherent risk of capital withdrawal by proprietor due its nature of constitution.
Any substantial withdrawals from capital account would impact the net worth and thereby the gearing levels.

Key rating strengths

Short term Tie-up of storage agreement with TSWCH

The firm is getting revenue from Telangana State Warehousing Corporation Hyderabad (TSWCH) for entire 16500 MT capacity,
through which Food Corporation of India (FCI) is using the storge space for distribution of food grains and other items, the same
has been confirmed by the receipts received from the client. However, receiving repeat orders on annual basis from TSWCH is
critical from credit perspective.

Experience and resourcefulness of the promoter

Pachimatla Manoj Kumar was established in the year 2020 promoted by Mr. Manoj Kumar Pachimatla (Proprietor). The proprietor’s
father having more than one decade of experience in agricultural and poultry business.

Locational advantage of property with operational Railway Sidings

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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The warehousing unit is constructed in rural area of Nagireddypalli village, which is having Nagireddypalli railway station. The
unit is situated close to the train route between Hyderabad-Bibinagar-Nadikudi. It is 53 Km away to Secunderabad Railway Station.
The railway siding works have been completed and have commenced operations. The railway sidings are utilized by other
warehouse units including our firm aggregating to total warehouse with a capacity of 100,000 MT. Apart from this, the warehouse
is in Nalgonda district, which is a horticultural crop growing area having abundant availability of food grains and other materials.
Presence of escrow mechanism mitigating the flight of capital risk in proprietorship firm

The entity must adhere escrow mechanism as per terms of the loan agreement, thereby providing water fall mechanism to be
followed for the receipts received from client and payments related to operations and debt servicing obligations. Thereby
preventing withdrawal of capital by partners without approval of lenders.

Stable outlook of warehousing industry

Warehousing Market in India states that the demand for good quality state-of-the-art warehouses will be a major requirement in
the country given the growing logistics industry. The evolution from storage godowns to multipurpose logistic centres is highly
desired. Warehouses form a crucial supply chain element which is key to both customer satisfaction and cost reduction.
Warehouses today serve as a stocking point as well as consolidation centers for multiple sourcing locations which provide cross
docking facilities to retail distributors, sorting centers for customer deliveries, and assembly facilities for final packaging and
bundling.

Liquidity: Adequate

Adequate liquidity of the entity is characterised by healthy cash accruals generation of Rs. 1.28 crore for 6 months of operation
against repayment of Rs. 1.08 crore for FY2z2. The company has free cash and bank balance of Rs 0.25 crore as on March
31,2022. However, infusion of unsecured loans by promoter till stabilization of operations and timely execution of agreement with
client are critical from credit perspective.

Analytical approach: Standalone
Applicable criteria

Policy on default recognition

Financial Ratios — Non financial Sector

Liguidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch

Service Sector Companies

About the company

Pachimatla Manoj Kumar is a proprietorship firm and is involved in construction of rural warehouse in 6.035-acre land along with
railway siding at Nagireddypalli, Bhongir, Telangana, with a storage capacity of 16,500 MT of food grains or other materials. The
construction of the warehouse units is part of total warehouse complex with an aggregate capacity of around 100,000 MT, which
are held by the promoter and other family members. The firm is primarily promoted by Mr. Pachimatla Manoj Kumar and 4 other
partners belonging to his family. Mr Pachimatla and other members of his family have experience in the field of agricultural. The
firm has an arrangement with Telangana State Warehousing Corporation Hyderabad, through which Food Corporation of India
(FCI) will use the storge space for distribution of food grains and other items. The company completed the project and
achieved commercial operations on October 01,2021

Brief Financials (X crore) \ March 31, 2021 (A) March 31, 2022 (UA) Q1FY23 (UA)
Total operating income 0.00 1.22 NA
PBILDT 0.00 1.21 NA
PAT 0.00 0.12 NA
Overall gearing (times) 0.00 9.98 NA
Interest coverage (times) 0.00 2.25 NA

A: Audited; UA: Unaudited; NA: Not Available

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating history for the last three years: Please refer Annexure-2

Covenants of the rated instruments/facilities: Detailed explanation of covenants of the rated instruments/facilities is
given in Annexure-3
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Complexity level of various instruments rated for this company: Annexure-4

Annexure-1: Details of instruments/facilities

Name of the ISIN Date of Issuance C%l;'::n Dl\:::u(lr)tg- thselzle$. ::e Rating Assigned along

Instrument (DD-MM-YYYY) (%) MM-YYYY) (X crore) with Rating Outlook
Fund-based - LT- - - March-2031 9.28 CARE B+; Stable
Term Loan

Annexure-2: Rating history for the last three years

Current Ratings Rating History
Name of the Date(s) Date(s) Date(s) Date(s)
Sr. and and and and
Instrument/Bank Amount . . N .
No. L . . Rating(s) Rating(s) Rating(s) Rating(s)
el 2 Type OL(';SE:::;; g Rating assigned assigned assigned assigned
in 2022- in 2021- in 2020- in 2019-
2023 2022 2021 2020
i s CARE 1)CARE B+; | 1)CARE B+;
g | Fund-based - LT LT 9.28 B+; |- Stable Stable -
Stable (23-1ul-21) (27-Apr-20)

*Long term/Short term.

Annexure-3: Detailed explanation of the covenants of the rated instruments/facilities: Not Applicable
Annexure-4: Complexity level of various instruments rated for this company

Name of Instrument Complexity Level

1 Fund-based - LT-Term Loan Simple

Annexure-5: Bank lender details for this company
| To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis of
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any clarifications.

Contact us
Media contact
Name: Mr. Mradul Mishra
Phone: +91-22-6754 3596
E-mail: mradul.mishra@careedge.in

Analyst contact

Name: Mr. Prasanna Krishnan

Phone: 040-67937421

E-mail: prasanna.krishnan@careedge.in

Relationship contact

Name: Mr. Ramesh Bob Asineparthi
Phone: +91 90520 00521

E-mail: ramesh.bob@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
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methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument
and are not recommendations to sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any
security. These ratings do not convey suitability or price for the investor. The agency does not constitute an audit on the rated
entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible sources. CARE Ratings
does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors
or omissions and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated
by CARE Ratings have paid a credit rating fee, based on the amount and type of bank facilities/instruments. CARE Ratings or its
subsidiaries/associates may also be involved with other commercial transactions with the entity. In case of partnership/proprietary
concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the partners/proprietors
and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured
loans brought in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is
not responsible for any errors and states that it has no financial liability whatsoever to the users of the ratings of CARE Ratings.
The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the terms of the facilities/instruments, which
may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and triggered,
the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information, please visit www.careedge.in
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