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Mukka Sea Food Industries Ltd.: [ICRA]BBB-(Stable)/[ICRA]A3 assigned

Summary of rating action

Current Rated Amount

Instrument* Rating Action
(Rs. crore)
Long term — Fund based / TL 10.0 [ICRAIBBB-(Stable); assigned
Long term / Short term — Fund based 105.0 [ICRA]BBB-(Stable)/[ICRA]A3; assigned
Total 115.0

*Instrument details are provided in Annexure-1

Rationale

For arriving at the rating, ICRA has taken a consolidated view of Mukka Sea Food Industries Ltd. (MSFIL), Haris Marine
Products Pvt. Ltd. (HMPPL), Ocean Aquatic LLC, Atlantic Marine Products Pvt. Ltd., and Progress Fish Sterilization due to
same management control.

The rating factors in the Group’s established presence in the fish meal processing industry and its healthy scale up of
operations with revenue growth of 13.2% during the past three years on the back of healthy demand for its products in
domestic and international markets. The rating notes the Group’s reputed clientele such as Avanti Feeds Limited, G. C.
Lukmate Trading Limited and Spectra Hexa Feeds Limited. The Group has a diversified geographical presence as it
exports to various countries such as Vietnam, Taiwan, Bangladesh, Saudi Arabia, etc, and derives around 35% of
revenues from domestic sales.

The rating is, however, constrained by leveraged capital structure and moderate coverage indicators. The rating
considers the vulnerability of its margins to fluctuations in raw material prices and exchange rates. The fragmented
industry structure also keeps the margins under check. The rating is constrained by the Group’s stretched liquidity
position with limited buffer in working capital limits.

The Stable outlook on the [ICRA]BBB- rating reflects ICRA’s opinion that the Group will continue to maintain its scale of
operations given the healthy demand from its reputed customer base.

Key rating drivers and their description

Credit strengths

Established presence in fish meal industry — The Group has been involved in fish meal production for over six decades
and the promoters have extensive experience in the industry. The company has a reputed customer base, which includes
G. C. Lukmate Trading Limited, Avanti Feeds Limited, Spectra Hexa Feeds Limited, etc, leading to regular and repeat
orders.

Healthy scale up of operations during past two years — The scale of the business has increased significantly during the
past two years to Rs. 578.9 crore in FY2020 from Rs. 399.5 crore in FY2018 owing to healthy demand from the domestic
as well as international customers. While the revenues in Q1 FY2021 were impacted marginally by the Covid-19
pandemic, the operating income (Ol) is expected to improve in H2 FY2021 with regular order inflow and healthy order
book of around Rs. 100.0 crore to be supplied over the next two months.

High geographical diversification — The Group is present in various parts of the world and has been able to acquire a
reputed clientele. It derives a major part of its revenue from the overseas markets such as Vietnam, Bangladesh, Taiwan,
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Saudi Arabia, etc. In India, the Group sells in various states including Telangana, Karnataka, Maharashtra, and Kerala,
which reduces the sales dependence on a particular region.

Credit challenges

Margins exposed to raw material and fish meal prices — The Group’s operating margins are vulnerable to fluctuating raw
material prices, which cannot be passed on to the customers completely. Moreover, its margins are exposed to
fluctuations in exchange rates as exports account for ~65% of its revenues. However, hedging of the receivables through
foreign currency working capital funding mitigates the risk to an extent.

Highly fragmented industry due to absence of entry barriers — The Group faces competition from other organised and
unorganised players in the absence of entry barriers in the fish meal industry, which limits its pricing flexibility and
bargaining power and exerts pressure on its margins.

Moderate coverage indicators — The Group had a high gearing of 2.1 times and TOL/TNW of 3.5 times as on March 31,
2020 owing to the working capital-intensive nature of operations. The coverage indicators were also moderate with Total
debt/OPBDITA at 3.6 times and NCA/total debt at 20.4% in FY2020.

Liquidity position: Stretched

The Group’s liquidity is stretched with limited buffer of Rs. 3-5 crore in working capital limits and low retained cash flows
against repayment obligations of around Rs. 3.0 crore per annum.

Rating sensitivities

Positive triggers — ICRA could upgrade the Group’s rating if it sustains the growth in revenue and margins, improves its
capital structure, coverage metrics and its liquidity position with adequate buffer in working capital limits.

Negative triggers — Negative pressure could arise on the Group’s rating if significant decline in revenues or margins
impact the coverage indicators. Any further stretch in the liquidity position because of higher investments in Group
companies or stretch in the working capital cycle could impact the rating. Specific credit metrics that could lead to a
rating downgrade includes OPBIDTA/Interest of less than 2.8 times on a consistent basis.

Analytical approach

Analytical Approach Comments
Applicable Rating Methodologies Corporate Credit Rating Methodology
Parent/Group Support Not applicable
The rating is based on the consolidated financial statements of the Haris Marine
Consolidation/Standalone Products Pvt. Ltd., Mukka Sea Food Industries Ltd., Ocean Aquatic LLC, Atlantic

Marine Products Pvt. Ltd., Progress Fish Sterilization

About the company

Mukka Sea Foods Industries Limited (MSFIL) was originally established in 1960 at Mangalore as a proprietorship concern
and was converted to private limited company in 2010. Haris Marine Products Private Limited (HMPPL) was a partnership
firm established in 1977. It was reconstituted as a private limited company in FY2020. The Group is involved in the
production of fish meal, fish oil and fish soluble paste from raw fish. The Group sells fish meal in India and exports to
countries such as Vietnam, Bangladesh, Taiwan, etc. The Group’s registered office is in Attavar, Mangalore (Karnataka)
and the processing unit is at Mukka, Surathkal. MSFIL acquired controlling stake in HMPPL, Ocean Aquatic LLC, Atlantic
Marine Products Pvt. Ltd. in FY2020 and these companies sell significant part of their production to MSFIL.

In FY2020, on a provisional basis, the Group reported a net profit of Rs. 25.0 crore on an Ol of Rs. 578.9 crore compared
to a net profit of Rs. 15.3 crore on an Ol of Rs. 412.7 crore in the previous year.
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Key financial indicators

FY2019 FY2020*

Operating Income (Rs. crore) 412.7 578.9
PAT (Rs. crore) 15.3 25.0
OPBDIT/OI (%) 6.3% 7.0%
PAT/OI (%) 3.7% 4.3%
Total Outside Liabilities/Tangible Net Worth (times) 3.8 35
Total Debt/OPBDIT (times) 3.5 3.6
Interest Coverage (times) 5.0 5.1

*Provisional numbersfor FY2020

Status of non-cooperation with previous CRA: Not applicable

Any other information: None
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Rating history for past three years

Rating (FY2021) Rating History for the Past 3 Years
Instrument Type Amount Rated Amount Current Rating FY2020 FY2019 FY2018
Outstanding 28-Sep-2020 - - -
1 Termloan Long Term 10.0 9.46 [ICRA]BBB-(Stable) - - -
2 Cashcredit LongTerm/Shortterm  105.0 - [ICRA]BBB-(Stable)/[ICRA]A3

Amount in Rs. Crore

Complexity level of the rated instrument

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The classification of instruments according
to their complexity levels is available on the website Www.icra.in
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Annexure-1: Instrument details

Instrument Date of Issuance  Coupon Maturity Amount Rated .
ISIN Name / Sanction Rate Date (Rs. Crore) SlisnRetpeindloutco
NA Term Loan—FCTL Jan 2020 NA Jan 2023 10.0 [ICRA]BBB-(Stable)
na  Workingcapital NA NA 105.0 [ICRA]BBB-(Stable)/[ICRA]A3

facilities
Source: Mukka Sea Food Industries Pvt. Ltd.
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited
Company, with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit
Rating Agency Moody’s Investors Service is ICRA’s largest shareholder.

For more information, visit www.icra.in
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ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to a process of
surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current opinion on the relative capability of the issuer
concerned to timely service debts and obligations, with reference to the instrument rated. Please visit our website www.icra.in or contact any ICRA
office for the latest information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources believed by it to
be accurate and reliable, including the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information provided by it.
While reasonable care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of any
kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such
information. Also, ICRA or any of its group companies may have provided services other than rating to the issuer rated. All information contained
herein must be construed solely as statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication
or its contents
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