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Ratings
Facilities/Instruments Amount (X crore) EY Rating Action
CARE B; Stable; ISSUER NOT Revised from CARE B+; Stable
i COOPERATING* (Single B Plus; Outlook:
Long Term Bank Facilities 26.40 (Single B; Outlook: Stable ISSUER NOT | Stable) and moved to ISSUER
COOPERATING*) NOT COOPERATING category
Short Term Bank 1.36 CARE A4; ISSUER NOT COOPERATING* | Rating moved to ISSUER NOT
Facilities ) (A Four ISSUER NOT COOPERATING*) COOPERATING category
27.76
—_ (X Twenty-Seven
Total Bank Facilities Crore and Seventy-
Six Lakhs Only)

Details of instruments/facilities in Annexure-1.

Detailed rationale and key rating drivers

CARE has been seeking “No Default Statement” from Nagesh Enterprises to monitor the rating(s) vide e-mail communications
dated May 01,2022 to July 14,2022 and numerous phone calls. However, despite our repeated requests, the company has not
provided the “No Default Statement” for monitoring the ratings. In line with the extant SEBI guidelines, CARE has reviewed the
rating on the basis of best available information which however, in CARE’s opinion is not sufficient to arrive at fair rating. The
rating on Nagesh Enterprises will now be denoted as CARE B; Stable; Issuer Not Cooperating and CARE A4; Issuer Not
Cooperating.

Users of this rating (including investors, lenders and the public at large) are hence requested to exercise caution
while using the above rating.

The revision in rating of bank facilities of Nagesh Enterprises is on account of non-submission of No Default Statements (NDS)
for 3 consecutive months i.e. for the months of April 2022, May 2022 and June 2022. Further, CARE is unable to interact with
lenders and auditor of the entity to assess its ability to service the debt obligations and hence the revision in rating.

Detailed description of the key rating drivers
At the time of last rating on September 03,2021 the following were the rating strengths and weaknesses.

Key Rating Weaknesses

Leveraged capital structure and weak debt coverage indicators

The financial risk profile of the company moderated during FY21 as reflected from decline in the scale of operations during FY21
due to loss of sales during April and May on account of lockdown constraints which impacted the transportation of raw materials
and availability of labor for production. The overall gearing remains leveraged at 2.29x as on Mach 31, 2021. Total debt
increased due to availing GECL and FITL facilities and net worth decreased due to withdrawal of capital. TDGCA of the firm
stood high at 23.49 times due to lower GCA and increase in debt in FY21 and the profitability margins continues to be thin. The
total debt/cash flow from operations stood positive at 8.59 in FY21.

Working capital intensive nature of operations

The working capital cycle days of the firm deteriorated and stood moderate at 138 days during FY21(Prov.) as against 109 days
during FY20(A) due to higher level of inventory days at 118 days in FY21(Prov.) as compared to 95 days in FY20(A) which is
due to purchase of large quantities during harvest funded through the GECL loan. The firm generally pays for the raw materials
as and when purchased and extends credit period of 15-20 days its customers but also varies based on costumers and their
relationship with such costumers

Seasonal nature of availability of paddy and margins susceptible to raw material price fluctuations and
Regulations by Government

Paddy in India is harvested mainly at the end of two major agricultural seasons Kharif (June to September) and Rabi
(November to April). The major procurement of Paddy happens during the months of October to January and April to July. The
firm’s raw material being paddy, for proper harvest and availability of paddy, the weather conditions should be adequate.
Adverse weather conditions directly affect the supply and availability of the paddy and raw material price fluctuations. The
central Government of India (GOI), every year decides a minimum support price of paddy which limits the bargaining power of
rice millers over the farmers. The sale of rice in the open market is also regulated by the government through levy quota and

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
*Issuer did not Cooperate; Based on best available information

1] CARE Ratings Ltd.


http://www.careedge.in/

Press Release CarE o &

RATINGS

fixed prices. Due to the above said regulations along with the intense competition, the bargaining power of the rice millers
against the suppliers of paddy and the customers is limited.

Constitution of entity as partnership firm

NE, being a partnership firm, is exposed to inherent risk of the partner’s capital being withdrawn at time of personal
contingency and firm being dissolved upon the death/retirement/insolvency of the partners. Moreover, partnership firm
business has restricted avenues to raise capital which could prove a hindrance to its growth.

Highly fragmented and competitive nature of industry

The Indian rice mill industry is highly unorganized and fragmented in nature. Based on product type, the rice and paddy market
can be segmented into variety of products and features a fragmented and competitive landscape owing to the presence of
many small-scale companies. The market also features some large companies holding prominent positions, making the market
intensely competitive.

Key Rating Strengths

Experienced promoters in the rice industry for more than 3 decades

The firm was promoted by Mr. S Anil who is the managing partner of the firm. He is a B.com graduate with around three
decades of experience in rice industry. The other two partners Mr. Suprith and Mr. Sumanth are also actively involved in the
day to day operations of the firm.

Location advantage with presence in cluster and easy availability of paddy

The rice milling unit of NE is located at Kolar district which is the top district for producing rice in Karnataka. The manufacturing
unit is located near the rice producing region, which ensures easy raw material access and smooth supply of raw materials at
competitive prices and lower logistic expenditure and the firm procures raw material from Andhra Pradesh, Tamil Nadu and
north Karnataka region and maintain a good relationship with suppliers which helps them to get discounts in the prices of
paddy.

Analytical approach: Standalone

Applicable criteria

Policy in respect of Non-cooperation by issuer
Policy on default recognition

Financial Ratios — Non financial Sector

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

Short Term Instruments

Manufacturing Companies

About the company

Nagesh Enterprises (NE) was established in the year 1992 as a proprietorship firm by Mr. S. Anil. The entity was reconstituted
as a partnership firm with effect from April 1, 2015 with Mr. Supreeth and Mr. Sumanth (sons of Mr. S Anil) being the other two
partners. Mr. Anil has an experience of over 30 years in the rice industry. Initially, the firm was engaged into only cleaning and
processing of rice, rice milling was commenced from February 2016.

Brief Financials (X crore) March 31, 2021 (Prov.) March 31, 2022 June 30,2022%*
Total operating income 86.23 NA NA
PBILDT 3.56 NA NA
PAT 0.53 NA NA
Overall gearing (times) 2.29 NA NA
Interest coverage (times) 1.63 NA NA

Prov: Provisional; NA: Not available || *No financials available post FY21(Prov.)

Status of non-cooperation with previous CRA: Nil

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

Complexity level of various instruments rated for this company: Annexure-4
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Annexure-1: Details of instruments/facilities

Size of the

Date of
Issue

Issuance

Maturity
Date

Name of the Coupon

ISIN Rate

Instrument

Care:

Rating Assigned along with
Rating Outlook

(X crore)

Fund-based - LT-Cash } ) ) ) 23.00 CARE B; Stable; ISSUER NOT
Credit ) COOPERATING*

CARE B; Stable; ISSUER NOT
Fund-based - LT-Term Loan - - - July 2022 1.90 COOPERATING*
Fund-based - LT-Proposed . ) ) ; 1.50 CARE B; Stable; ISSUER NOT
fund based limits ) COOPERATING*
Fund-based - ST-Bank . - - - 1.36 CARE A4; ISSUER NOT
Overdraft ) COOPERATING*

*Issuer did not Cooperate; Based on best available information

Annexure-2: Rating history for the last three years

Current Ratings Rating History

Date(s)

Name of the DELT )]
Instrument/Bank Amount Ratai:d ( and D;t(:_(s) B D;ti.(s) EnC
Facilities Type | Outstanding 'ng s) Rating(s) al mg(s_) a mg(s_)
(X crore) ?SS|gned assigned in assigned in assigned in
in 2022- 2021-2022 2020-2021 2019-2020
2023
1)CARE B+; 1)CARE BB-;
Fund-based - LT- CARE B; Stable; 1)CARE B+; | Stable; ISSUER | Stable; ISSUER
1 Cash Credit LT 23.00 ISSUER NOT - Stable NOT NOT
COOPERATING* (03-Sep-21) | COOPERATING* | COOPERATING*
(21-Aug-20) (19-Jun-19)
1)CARE B+; 1)CARE BB-;
2 Fund-based - LT- T ) ) ) 1)Withdrawn Etg_tl)_le, ISSUER Etoa.?_le’ ISSUER
Term Loan (03-Sep-21) | COOPERATING* | COOPERATING*
(21-Aug-20) (19-Jun-19)
CARE B; Stable; 1)CARE B+;
3 g‘r‘ifgzid SLT- LT 1.90 ISSUER NOT | - Stable - -
COOPERATING* (03-Sep-21)
Fund-based - LT- CARE B; Stable; 1)CARE B+;
4 | Proposed fund LT 1.50 ISSUER NOT - Stable - -
based limits COOPERATING* (03-Sep-21)
o | Fund-based-ST- | 36 e or | 1)CARE A4 | ]
Bank Overdraft COOPERATING* (03-Sep-21)

*Issuer did not Cooperate; Based on best available information
LT: Long term; ST: Short term

lanation of the covenants of the rated instruments/facilities

Annexure-3: Detailed exp

Name of the Instrument

Detailed Explanation

A. Financial covenants Nil

B. Non-financial covenants Nil

Annexure-4: Complexity level of various instruments rated for this comp

Complexity

Name of Instrument

Level

1 Fund-based - LT-Cash Credit Simple
2 Fund-based - LT-Proposed fund based limits Simple
3 Fund-based - LT-Term Loan Simple
4 Fund-based - ST-Bank Overdraft Simple

Annexure-5: Bank lender details for this company
To view the lender wise details of bank facilities please click here
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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: Mradul Mishra
Phone: +91-22-6754 3596
E-mail: mradul.mishra@careedge.in

Analyst contact

Name: Himanshu Jain

Phone: 8123793395

E-mail: himanshu.jain@careedge.in

Relationship contact

Name: Pradeep Kumar V

Phone: +91-98407 54521

E-mail: pradeep.kumar@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 the detailed Rationale Report and subscription information, please visit www.careedge.in
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