Press Release ca I"Eg ,

RATINGS

December 23, 2021
Ratings

Facilities/Instruments Amount (Rs. crore) Rating’ Rating Action
CARE BB; Stable

(Double B; Outlook: Stable)

Long Term Bank Facilities 9.50 Reaffirmed

9.50

Total Bank Facilities (Rs. Nine Crore and Fifty Lakhs Only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers
The rating assigned to the bank facilities of Mehala Machines India Limited (MMIL) continues to be constrained by moderate
scale of operations, moderate debt coverage indicators and presence in highly fragmented and competitive industry. However,
rating derives strengths from experienced promoters with established track record, comfortable capital structure and reputed
clientele base.
Rating Sensitivities
Positive Factors - Factors that could lead to positive rating action/upgrade:
e Ability to scale up the operations to over Rs. 100 crores while maintaining the PBILDT margin of over 10% on
consistent basis and comfortable capital structure
¢ Generate adequate accruals and improve debt coverage metrics of total debt to GCA below 5x
Negative Factors- Factors that could lead to negative rating action/downgrade:
e Any sizable decline in scale of operations with income below Rs.50 crore along with decline in profitability margins on
sustained basis.
e Any large debt funded capex leading to moderation in capital structure with overall gearing above 2x

Detailed description of the key rating drivers

Key Rating Weaknesses

Moderate Scale of operations and debt coverage indicators

Despite the company being operational over two decades, the scale of operations remained moderate with total income of
Rs.85.51 crore in FY21 albeit increased from Rs.69.40 crore in FY20. With low accruals the debt coverage metrics also stood
moderate with Total debt/ GCA of 8.16x as on March 31, 2021 (PY: 12.94x).

Highly fragmented and competitive industry

The trading industry is highly fragmented with large number of organized and unorganized players in India. There is high
competition within the industry due to low entry barriers on account of low capital investment required. On account of the same
competition within the players is very high which in turn leads to a fragmented market and moderate profitability margins.

Key Rating Strengths

Experienced promoters with established track record

MMIL was incorporated in 1996 by Mr. C. Subramaniam along with other directors. Mr. C. Subramaniam is a qualified graduate
and he is the Managing Director of the company who takes care of day to day operations. The company has experienced
executive team who has more than a decade of experience in the industry. The vast experience of the promoters in the industry
the company has enabled the company to have established relationship with suppliers and customers.

Comfortable capital structure

The capital structure of the company remained comfortable marked with overall gearing at 0.76x as of March 31, 2021 as
against 0.70x as of March 31, 2020. During FY21, the company availed covid emergency loans of Rs.3.14 crore at relatively
lower interest rate for working capital purposes. The interest coverage stood comfortable at 2.68x in FY21 (PY: 1.98x).

Reputed clientele base

MMIL’s has established strong business relationship with various reputed clients namely Raymond Apparel Limited (CARE A
(CWD)/ CARE A1(CWD)), Godrej Industries Limited, Arvind Limited (CARE AA-; Stable / CARE Al+), Shahi Exports Limited, Best
Corporation Private Limited (CARE A; Stable / CARE A1) and others.

Liquidity: Stretched

Liquidity is stretched marked by tightly matched accruals against the repayment obligations and moderate cash balance of
Rs.0.80 crore as on March 31, 2021. The operating cycle of the company improved to 109 days in FY21 from 144 days in FY20.
Being a trader, the company imports and stocks sufficient machineries in its stockyard to meet demand from customers. On
account of this, the inventory period stood high at 107 days in FY21 (PY:135 days). MMIL imports machinery through letter of
credit facility with sanctioned limit of Rs. 21.50 crore and the average utilization stood around 96% for past 12 months ended
November 30, 2021. The entity had been sanctioned with cash credit limit of Rs. 9.50 crore and the average utilization of the
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same stood high at 98% for last twelve months ended November 30, 2021. The company has availed interest moratorium for
cash credit facility during the period March-August 2020 as a relief measure offered by banks for covid pandemic and also
availed covid loan of Rs. 3.14 crore crores on November 2020 with tenure of 48 months including holiday period of 12 months.

Analytical approach: Standalone

Applicable Criteria

Policy on default recognition

Financial Ratios — Non-financial Sector

Ligquidity Analysis of Non-Financial Sector Entities

Criteria on assigning ‘outlook’ and ‘credit watch’ to Credit Ratings
Rating Methodology —Wholesale trading

Rating Methodology- Cotton Textile Manufacturing

About the Company

Mehala Machines India Limited (MMIL) was incorporated in 1996 by Mr. C. Subramaniam and other directors at Tamil Nadu.
The company is engaged in trading of “Industrial Garment Machinery”. MMIL purchases Industrial Garments Machinery from
China, Taiwan and Germany countries and sells the product to the customers located in India. The registered office of the
company is located at Tirupur, Tamil Nadu.

Brief Financials (Rs. crore) 31-03-2020 (A) 31-03-2021 (A) | 8MFY22 (UA)

Total operating income 69.40 85.51 70.89
PBILDT 5.33 6.88 3.96
PAT 0.95 2.83 2.77
Overall gearing (times) 0.70 0.76 NA
Interest coverage (times) 1.98 2.68 4.77

A: Audited; UA: Un Audited, NA: Not Available

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: 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

Annexure-1: Details of Instruments / Facilities

Name of the Date of Coupon | Maturity et Rating assigned along with
ISIN Issue .
Instrument Issuance Rate Date Rating Outlook
(Rs. crore)
Fund_ based - LT-Cash _ _ _ 9.50 CARE BB; Stable
Credit

History of last three years
Current Ratings Rating history

Name of the Pp— Date(s) & Date(s) & Date(s) & Date(s) &

Instrument/Bank Rating(s) Rating(s) Rating(s) Rating(s)

Facilities assigned in assigned in assigned in | assigned in

2021-2022 2020-2021 2019-2020 | 2018-2019

Annexure-2: Rating

Type | Outstanding
(Rs. crore)

o CARE 1)CARE BB; | 1)CARE BB;
1 E‘;gﬁ gf:;‘s LT LT 9.50 BB; - Stable Stable -
Stable (26-Mar-21) | (03-Mar-20)

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

Annexure 4: Complexity level of various instruments rated for this compan

Name of instrument Complexity level
1 Fund-based - LT-Cash Credit Simple

Annexure 5: Bank Lender Details for this Company
To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instrument: CARE Ratings Ltd. 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.
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Media Contact

Name: Mradul Mishra

Contact no.: +91-22-6754 3573
Email ID: mradul.mishra@careedge.in

Analyst Contact

Name: Naveen S

Contact no.: 0422- 4332399

Email ID: naveen.kumar@careedge.in

Relationship Contact

Name: Pradeep Kumar V

Contact no.: +91-98407 54521

Email ID: pradeep.kumar@careedge.in

About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide
array of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by
knowledge and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating
process that leverages our domain and analytical expertise backed by the methodologies congruent with the international best
practices. CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including
CPs, corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited 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 Limited has based its ratings/outlooks based on information obtained from reliable and credible
sources. CARE Ratings Limited 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 Limited have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE Ratings Limited 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 Limited
is, inter-alia, based on the capital deployed by the partners/proprietor and the current financial strength of the firm. The
rating/outlook may undergo a 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. CARE Ratings Limited is not responsible
for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve

acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careedge.in
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