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Facilities/Instruments Amount (X crore) Rating Action

Long Term Bank Facilities 62.00 CARE B+; Stable Reaffirmed

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The reaffirmation of the rating assigned to the bank facilities of Manikyam Poultry Farm continue to be constrained
by its modest scale of operations, modest net worth base, partnership nature of constitution, working capital intensive
nature of operations and vulnerability of the industry’s performance to outbreaks of flu and other diseases. The
rating also factors in the firm undertaking capital expenditure to expand the facility for which financial closure has
been achieved.The rating, however, derives strength from the extensive experience of partners in the poultry
business and their established relationships with customers and suppliers.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

e Total operating income of more than Rs. 100 Cr and net worth of Rs. 15 Cr while successfully completing the
project within estimated costs and timelines.

Negative factors

e Further deterioration in capital structure with overall gearing more than 4.5x times
e Deline in scale of operations below Rs. 60 crores on a sustained basis.

Analytical approach: Standalone

Outlook: Stable
Stable outlook reflects CARE Ratings expectation that the firm would exhibit stable business profile aided by long
standing experience of partners in poultry business.

Detailed description of key rating drivers:

Key weaknesses
Modest scale of operations and net worth base

The scale of operations of the firm have remained modest over the years despite being in the business for almost
two decades. The scale of operations however improved marginally by 8% from Rs. 65 crores in FY23 to Rs. 70
crores in FY24. The net worth base although improved over the years stood modest at Rs. 13.12 crores as on 31%
March ,2024. Going forward with the planned capacity expansion , the scale and net worth base is expected to
improve further.

Large capex plans

The company has exposure to project risk as it has capital expenditure plan to increase its shed capacity, bird cages
and purchase additional birds. The size of the project is Rs. 52.00 crores which will be funded by Rs. 38.00 crores of
term loan and Rs. 14.00 crores from promoter’s funding. The project was started in January-2024 and is expected

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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to be completed by March-2025.Financial closure of the project has been achieved. Thus, timely completion of project
within the estimated costs would be a key rating monitorable.

Working capital intensive nature of operations

MPF operates in a working capital-intensive industry with high working capital utilisation level. The firm maintains
inventory of about two months. Moreover, the operating cycle of the firm stood elongated at 179 days in FY24 as
against 169 days in FY23.

Partnership nature of business

MPF being a partnership firm has the inherent risk of succession plan and the possibility of withdrawal of capital at
the time of personal contingency, which can affect the capital structure. The firm has low net worth of Rs. 13.12
crores as on March 31,2024, thus restricting the financial flexibility.

Vulnerability of the industry’s performance to outbreaks of flu and other diseases.

Avian flu outbreaks such as bird flu can lead to drastic fall in demand followed by crash in poultry prices. At the time
of outbreak of the coronavirus , the poultry industry was impacted in the major chicken consuming states. Such
scenario could pressurize the company’s revenue flows as well as profitability.

Key strengths

Extensive experience of partners in the poultry business

Manikyam Poultry Farm is a partnership firm established in the year 2007 by Mr. 1. Siva Koti Reddy, K.Rama Mohan
Rao and others. Mr. I Siva Koti Reddy and Mr. K.Rama Mohan Rao both have over two decades of experience in the
poultry business. Due to long term presence in the market, firm has established relations with customers and
suppliers.

Long existing customer and supplier relationships

The firm has long-established business relationships with its customers and suppliers. The counter party risk for the
company is minimized as the company receives its payment within maximum 2 days from its customers and thus
have no receivables.

Liquidity: Stretched

The liquidity profile of the company is stretched marked by modest Gross Cash Accruals (GCA) as against high debt
repayment on the back of debt funded ongoing capex. The company reported a GCA of Rs.1.17 crore in FY24 and
the company is expected to report similar GCA in FY25. Further the company is expected to report a GCA of Rs.5
crores in FY26 on the back of expected operationalisation of its enhanced capacity by March 2025. As against this
the company has a repayment obligation of Rs. 4.50 crores in FY26. Further the average maximum working capital
utilization stood high at 87% for the past 12 months ended September-24 which provides low liquidity backup.
Further cash and cash equivalents stood low at Rs. 0.18 crores as on 31t March,2024. However, CFO stood positive
at Rs. 5.81 crores in FY24 (FY23: Rs. -6.32 crores)

Applicable criteria
Definition of Default
Liguidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies
Financial Ratios — Non financial Sector

About the company and industry

Industry classification

Macroeconomic indicator \ Sector Basic industry
Fast Moving Consumer Fast Moving Consumer Food Products Meat Products including
Goods Goods Poultry
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Manikyam Poultry Farm is a partnership firm established in the year 2007 by Mr. 1. Siva Koti Reddy, K.Rama Mohan
Rao and others. The firm is engaged in farming of egg, laying poultry birds (chickens) and trading of eggs, cull birds
and their manure. The firm sells its products such as eggs and cull birds to retailers mainly in the cities of Mumbai,
Goa, Belgaum and Bangalore.

Brief Financials (X crore) March 31, 2023 (A) March 31, 2024 (A)

Total operating income 65.06 69.64
PBILDT 3.46 3.99
PAT 0.34 0.38
Overall gearing (times) 2.55 2.02
Interest coverage (times) 1.42 1.46

A: Audited UA: Unaudited; Note: these are latest available financial results

Status of non-cooperation with previous CRA:
Brickwork Ratings has conducted the review on the basis of best available information and has classified Manikyam

Poultry Farm as “Not cooperating” vide its press release dated 14™" June,2024. The reason provided by Brickwork
Ratings is non-furnishing of requisite information for monitoring of ratings.

Any other information: Not Applicable

Rating history for last three years: Annexure-2
Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Date of Maturity Size of the !!atlng
Name of the Issuance Coupon Assigned and
Instrument (DD-MM- Rate (%) Date (DD- Issue Rating
MM-YYYY) (X crore)
Outlook
Fund-based - ) ) ) 21.25 CARE B+;
LT-Cash Credit ) Stable
Fund-based - CARE B+;
LT-Term Loan i i Proposed 40.75 Stable
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Annexure-2: Rating history for last three years

Current Ratings
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‘ Rating History

Date(s)
Name of the and
. Date(s) and DEVIO L Date(s) and
Instrument/Ban Amount . Rating(s ) (s) . (s) ) (s)
rene . Ratin Rating(s) Rating(s) Rating(s)
k Facilities Outstandin ) N . . B . .
(X crore) assianed assigned in assigned in assigned in
9 assig 2023-2024  2022-2023  2021-2022
in 2024-
1)CARE B+;
Stable
(26-Dec-23) 1)CARE D; 1)CARE D;
Fund-based - LT- CARE ISSUER NOT ISSUER NOT
1 Cash Credit LT 21.25 B+; - 2)CARE D; COOPERATING | COOPERATING
Stable ISSUER NOT * *
COOPERATING | (18-Jul-22) (16-Jun-21)
'3
(08-Aug-23)
CARE 1)CARE B+;
2 i:'::q tz‘;z(:‘d LT LT 40.75 B+; |- Stable - -
Stable (26-Dec-23)

*Issuer did not cooperate; based on best available information.
LT: Long term; ST: Short term; LT/ST: Long term/Short term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities : Not Applicable

Annexure-4: Complexity level of instruments rated

Complexity Level

Simple

Sr. No. Name of the Instrument

1 Fund-based - LT-Cash Credit

2 Fund-based - LT-Term Loan Simple

Annexure-5: Lender details

To view the lender wise details of bank facilities please click here

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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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
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 detailed Rationale Report and subscription information,
please visit www.careedge.in
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