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January 31, 2025

Facilities/Instruments ‘ Amount (X crore) Rating! Rating Action

49.24

Long Term Bank Facilities (Reduced from 50.00)

CARE B+; Stable Reaffirmed

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The rating assigned to the bank facilities of Satyam Enterprises_ Rosalin Sahoo is constrained by constitution of the entity as a
proprietorship firm, leveraged capital structure and stretched debt protection metrics, presence in a competitive and fragmented
industry, susceptibility of operating margins owing to commaodity nature of products, project implementation risk and high working
capital utilisation leading to stretched liquidity.

The ratings, however, derives strength from the vast experience of the promoters and long track record in cashew processing,
established relationship with the suppliers and customers, improved capacity utilisation and modest scale of operations.

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

e Increase in revenues above Rs 80 crores and margins above 4% on a sustained basis.
e Improvement in overall gearing below 2.00x

Negative factors

e Drop in revenues below Rs 40 crores and operating margins below 3%
e Any unenvisaged capex plan leading to further weakening of capital structure and debt protection metrics from current
levels.

Analytical approach: Standalone

Outlook: Stable
Stable outlook reflects the ability of the company to sustain its operational performance backed by growing demand for cashew
products.

Detailed description of key rating drivers:

Key weaknesses

Constitution of the entity as a proprietorship firm: Satyam Enterprises being a proprietorship firm, is exposed to inherent
risk of the capital being withdrawn at times of personal contingency and firm being dissolved upon the death/retirement/insolvency
of the proprietor. Further, any substantial withdrawals from capital account would impact the net worth and thereby the financial
profile of the firm, however, there hasn’t been much withdrawal of capital in the last 5 years. Moreover, proprietorship firm
business has restricted avenues to raise capital which could prove a hindrance to its growth.

Presence in a competitive and fragmented industry: The cashew industry in India is characterised by intense competition
and fragmentation, with the presence of many units due to low entry barriers and a liberal policy regime. The firm faces intense
competition in both its branded segment business and small regional players with limited product lines and marketing network
confined to the local market. This limits the pricing power and the resultant profitability of the industry players in a market which
is highly price sensitive.

Susceptibility of operating margins owing to commodity nature of products: The firm deals in cashew kernels and raw
cashew nuts (RCN) which being commodities are highly volatile by nature and affected by regular fluctuations in the prices.

Project implementation risk: The firm is in the process of enhancing its cashew processing capacity from current 10 tonne
per day to 30 tonne per day at a cost of Rs.26.48 crore funded through debt of Rs.20.70 crore and rest Rs.5.78 crore through
equity/cash accruals vis-a-vis earlier estimated cost of around 33 crores to be funded with a term loan of Rs 25 crores and
remaining through equity / internal accruals. Apart from this, the firm will also automate many of the lines in processing, which
would lead to less labour cost and save on time. Financial closure has happened from Canara Bank in October 2024. Orders for

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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all machines have already been placed and they are expected to reach the site by Jan — Feb 2025. Scheduled commissioning of
the project is in April 2025 and debt repayment begins from Aug 2025 and ends in Feb 2032. The proprietor has already brought
in Rs.5.78 crore of his share of funding for the said project.

The firm currently has Rs 15 crores of WC limits, however they are seeking enhancement of another Rs 5 crores for the additional
capacity which is under process.

Leveraged capital structure and stretched debt protection metrics: Although overall gearing ratio of the firm improved
from 4.21x as on Mar 31, 2023 to 2.53x as on Mar 31, 2024, the capital structure continues to remain leveraged. This is mainly
due to a small net worth base of Rs 7.61 crores as of Mar 31, 2024 (PY: Rs 4.94 crores). Debt protection metrices also stood
stretched owing to moderate margins and higher interest outgo pertaining to utilization of cash credit limits, interest coverage
and total debt to GCA stood at 1.48 times and 17.51 times in FY24 respectively. Further the gearing ratio is expected to moderate
further with debt funded capex.

Key strengths

Vast experience of the promoters and long track record in Cashew processing: The firm Satyam Enterprises is promoted
by Mrs Rosalin Sahoo and is actively managed by her husband Mr. Sunil Sahoo, who majorly overlooks most of the operations of
the firm. The promoters carry vast experience of over a decade in running this business and has an established presence in
Odisha.

Established relationship with the suppliers and customers: The firm sells 100% of its products domestically, wherein the
firm packages the kernels sales the same to wholesalers, under the firm’s own brand. Depending upon the quality, the price per
kg varies and ranges between Rs 400 per kg to Rs 600 per kg. Due to long term presence of the promoter in the market, the firm
has maintained strong relations with its clientele base over the years and the top 10 customers contributed around 47.3% of the
revenues in FY24.

The firm generally sources around 70% through Africa and rest is purchased domestically. The firm purchases from Ivory Coast,
Ghana, Cambodia, Indonesia and other regions in Africa. As the harvest season is different across different regions across Africa,
generally the raw nuts are available throughout the year. Though the firm doesn't import directly, the firm purchases through
intermediary traders.

Improved capacity utilisation: The firm’s current installed capacity is around 10 tonne per day for Raw Cashew Nuts. When
processed, the major product is cashew kernels, however the other by products are Oil and wastage (Biofuel). Of the raw material
processed, around 20% Kernels are generated, 30% oil and remaining 50% comes out as waste. Currently the firm is running at
around 95% capacity.

The process includes heating of raw nuts in furnace which then later goes through cooling, shelling, peeling, and grading. The
operations are mainly labour intensive.

Apart from this the firm has a cold storage, where it can store up to 400 tonnes of kernels and around 1800 tonne capacity to
store Oil.

Modest scale of operations: The firm’s total operating income (TOI) dipped from Rs.54.82 crores in FY23 to Rs 46.18 crore in
FY24 due to dip in realization. Of the total sales of Rs 46.18 crores, Rs 36.36 crores was generated from sales of Kernels and
remaining through sales of wastage (Biofuels). The firm sold around 796.33 tonnes of Kernels (PY: 775.82 tonnes of Kernels) at
an average price of Rs.457 per kg (PY: Rs 550 per kg). In H1FY25, the firm has achieved TOI of Rs.20 crore.

The firm’s operating margins improved from 4.86% in FY23 to 8.44% in FY24 due to lower cost of procuring raw cashew nuts.

Liquidity: Stretched

The liquidity of the firm is stretched due to high average working capital utilisation and a modest GCA against debt repayments.
The firm earned a GCA of Rs 1.10 crores against debt repayments of around Rs 0.72 crores on FY24. The average working capital
utilisations stood at around 95% for the last 12 months ending October 2024. Most of the WC is required is to fund its inventory
levels. Inventory includes both raw material and finished goods inventory (majorly cashew oil which is sold during winters).

Environment, social, and governance (ESG) risks: Not Applicable

Applicable criteria
Definition of Default
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies
Financial Ratios — Non financial Sector
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About the company and industry

Industry classification

Macroeconomic indicator \ Sector Industry Basic industry
Fast Moving Consumer Fast Moving Consumer Food Products Other Food Products
Goods Goods

Satyam Enterprises a proprietorship concern is engaged in the business of processing of raw cashew nuts to kernels. The firm is
in the business for more than a decade and is generally into sales of Kernels through its own brand. Currently the firm has a
capacity of 10 tonne per day for processing of kernels and is in the process of increasing the capacity to 30 tonne per day. The
firm majorly sales domestically.

Brief Financials (X crore) ~ March 31, 2023 (A) March 31, 2024 (A) | H1FY25 (UA)

Total operating income 54.82 46.18 20.00
PBILDT 2.66 3.90 -
PAT 0.65 0.45 -
Overall gearing (times) 4.21 2.53 -
Interest coverage (times) 1.76 1.48 -

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

Status of non-cooperation with previous CRA: Not Applicable

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

el Maturity Size of the Rating
Name of the Issuance Coupon Assigned and
Instrument (DD-MM- Rate (%) Date (DD- ok Rating
MM-YYYY) (X crore)
Outlook
Fund-based y ) ) i 20.00 CARE B+;
LT-Cash Credit Stable
Fund-based - CARE B+;
LT-Term Loan i i i 29.24 Stable

Annexure-2: Rating history for last three years

Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)
Name of the
Instrument/Bank Amount L L e e
Facilities Type Outstanding | Rating Rat_| ng(s) Rat.' ng(s) Rat.l ng(s) Rat.l ng(s)
(X crore) assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2025 2024 2023 2022
1)CARE
1 Fund-based - LT- LT 20.00 CB:'_?_RE ) B+; Stable | i
Cash Credit ' Sta’ble (05-Mar-
24)
1)CARE
Fund-based - LT- CARE B+; Stable
2 LT 29.24 B+; - - -
Term Loan Stable (05-Mar-
24)

LT: Long term; ST: Short term; LT/ST: Long term/Short term
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Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not Applicable

Annexure-4: Complexity level of instruments rated

Sr. No. | Name of the Instrument Complexity Level |
1 Fund-based - LT-Cash Credit Simple
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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Rating Analyst

CARE Ratings Limited

E-mail: Souptik.pal@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
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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