Cﬁ%ﬁ Ratings

B I'I ef R atl On al e . 5 Professional Risk Opinion

AUGUST 19, 2016
CARE ASSIGNS ‘CARE BBB- / CARE A3’ RATING TO THE BANK FACILITIES OF

COASTAL CORPORATION LIMITED

Ratings

Facilities Amouint Ratings' Remarks
(Rs. crore)

I CARE BBB- .
Long-term Bank Facilities 65 (Triple B Minus) Assigned
- CARE A3 :
Short-term Bank Facilities 20 (AThree) Assigned
85
Total (Rupees Eighty Five crore only)

Rating Rationale

The ratings assigned to the bank facilities of Coastal Corporation Limited (CCL) derive strength from
experienced promoter group, satisfactory track record in the aquaculture industry, accredited
manufacturing facility from various regulatory authorities, growth in operating income over the
three-year period ended FY16 (refers to the period April 1 to March 31), satisfactory debt coverage
indicators and moderate operating cycle. The ratings are, however, constrained by high overall
gearing, high working capital limit utilisation, fluctuating profit margins, exposure to government
regulations, foreign exchange fluctuation risk, highly competitive environment in the region leading
to short supply of raw material despite being in aquaculture zone and inherent risk associated with
the sea food industry. The ability of the company to penetrate further into the existing market as well
as improve profit margins amidst increasing competition, improvement in overall gearing and
efficient working capital management are the key rating sensitivities.

Background

CCL was promoted by Mr T. Valsaraj in the year 1981. The company is engaged in the processing and
export of frozen aqua and seafood products mainly shrimps. CCL exports mainly to United States of
America (USA) and European Countries. Besides, the company also exports to countries such as
Canada, United Arab Emirates (U.A.E.), Saudi Arabia, Australia, etc.

CCL operates in two processing facilities located in Andhra Pradesh, with an aggregate installed
capacity of 72.5 metric tons per day.

CCL’s promoter is associated with the seafood industry for last 30 years and looks after the
management of the company. The processing facilities of CCL have received certifications from
Export Inspection Council of India, Hazard Analysis Critical Control Point (HACCP) regulated by United
States Food and Drug Administration (USFDA), Best Aquaculture Practice (BAP), British Retail
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Consortium (BRC) and HALAL for sea food exports. Furthermore, CCL has recently received
Federation of Telangana and Andhra Pradesh Chambers of Commerce and Industry (FTAPCCI)
excellence awards for its contribution in export.

CCL achieved PAT of Rs.7.92 crore on a total operating income of Rs.333.27 crore in FY16 compared
with PAT of Rs.10.20 crore on a total operating income of Rs.277.93 crore in FY15.

As per the unaudited results for Q1FY17, CCL posted PAT of Rs.2.16 crore on a total operating income
of Rs.72.99 crore.
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CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.

Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings on information obtained from sources believed
by it to be accurate and reliable. CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor
and the financial strength of the firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans
brought in by the partners/proprietor in addition to the financial performance and other relevant factors.
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