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Mr. Rajesh Agrawal
Managing Director
Mahamaya Steel Industries Limited
Street Number 17C

Urla Industrial Complex
Raipur - 493221

Dear Sir

January 03, 2020

Please refer to our lette(s) dated December 23, 2019 on the captioned subject,

2. The rationale for the rating{s) is attached as an Annexure-1.

3. We request you to peruse the annexed document and offer Vour comments, if any. We are

doing this as a matter of courtesy to our clients and wrth a view Lo ensure that no factual

inaccuracies have inadvertently crept in. Kindly revert as early as possible. In any case, if we

do not hear from you by January 06, 2020, we will proceed on the basis that you have no

comments to offer.

lf you have any further clarifications, you are welcome to approach us.

Thanking you,

Yours faithfully,

CARE Rarinqs Limited
(Fo'm.,ly Inown a!Cr€dil A;alysk& Research Lim reo,

coRPoRATtOFFtCE: 4''Ftoo,,GodrejCotkeub,SomaiyaHospitatRoad,
OffEa*ern Expres Highway, Sion (E), Mumbai- 400 022
fel +91-22-6754 1456 . Fd +91-22-6754 1457
Email: 

'are@careratinqs 
coh 

crN-L6z190MH1993ptcozi691

3rd rloor, Prasad Chamb€ts, (Shagun MallBldg )
104ShakelpeareSarani, Kolkafra - 700 07'l

I€l: +91-13- 4018 1600/ 02 . Fd: +91-33- 4018 1603
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Annexure-l

Rating Rationale
Mahamaya Steel Industries Limited

Ratings

Detoih oJ instruments/focilities in Annexure 1

Detailed Rationale & Key Rating Drivers
The te otion in the rotings ossigned to the bonk focilities of Mohomoyo Steel lndustries Limited

(MSIL) continues to drct/ sttength from long trock rccotd ol the compony ond experienced promoteB,

strctegic locotion of the plont ond inprcvement in the t'inoncia! peIormance of the compony du ng FYlg

(refers to the pe od from April 1 to Motch 31); olbeit noderotion duting H1FY20 (rcfers to the pe od

from Aprill toSeptemher 30)with moderote debt covenge indicotots

The rating is howeveL constroined by client concentrotion risk, high exposures to group componies,low

copocty utilizotion, prclitobility susceptible to volotility in input cost ond cyclicohty in the steel industry

omidst intense competition

The obility ofthe compony to incteose its scole of operotions ond efficient monogement ofwofuing copital

orc the key rating sensitivities

Key Rating Sensitivity
Positive Rating Sensitivity

. The ability of the group to increase its scale of operation with improvement in its operating

margin beyond 8% on a sustained basis.

. RedLrction n overallgearing below 1 times on a sustained basis.

Negative Rating Sensitivity
. Further deterioration in the financial performance coupled with moderation in the overall

gearing ratio and debt coverage indicators beyond current levels (FY19).

Detailed description of key rating drivers

Key rating strength5
Long ttuck rcaod of the compony dnd expe enced promoterc
[\45 L incorporated in_ 1988, was promoted by Raipur based Mr- Ramanand Agarwa]. Mr. Agarwal has

more than four decades of experience in the iron and steel industry. Currently, the day to day aftairs of

the company is looked after by Mr. Rajesh Agrawal (son of Mr. Ramenand Agrawal) along wlth the

support from a team of experienced professionals. Ial/'

rComplete 
definitions oJthe rctings ossignedQPffirBith4,EL E4Er9la9rE9!!ond in ather CABE publicdtions

(Formerly khown d Cr€ditAnalysk & Research Lrm'red) 2

Bank Facilities
(R9. crorel

Rating Action

Long telm Bank

Faciliti€s
CARE BBB.; Stable

{Iriple B minus; Outlook: stable)
Reaffirmed

Long Term/Shoft
Term Bank Facilities

20.00
CARE BBB-; Stabl€/ CARE A3

(Triple B minus; Outlook: Stable/ A
Inr€e,

Total (Rs. seventy six crore and
seventv three lakhs onlvl

lrd Floor, Praad Chanb.ts, (Shas r n Mrll 8ld9 ), 10A Shakespe...SaranL Kolkatta- 700071
Iel:+91!340181600/02.Fd+91-33-40lg1603,C|N-167190MH1993P1C071691



Strctegic locdtion of the plont
The manlfacturing facilities of MsrL enjoys logistical advantage due to their strategic location in Raipur,

chhattisBarh with availabilitv of raw material like sponge iron, steel scrap and well connectivitv to road/

rail leading to cost effectiveness.

lmprcvement in lindnciol pedormdnce in Fy79; otbeit moderction du ng HLFYIO
The Total Operating Income (TOl) of MSIL registered a y-o,V growth of -53% during Fy19 at Rs 467.29

crore. The increase in top ltne was mainly driven by b€tter realization coupled wth improved sales

volume. However the group reported lower pBILDT margin of 5 29% durinB Fy19 as against 7s4% d\)rng
FY18 mainJy on account of increase in the prices of raw materials. This apart the operatinB margin was also

impacted due to writing off bad debts amounting to Rs.3 54 crore during Fy19 The pAT levels however

remaaned satjsfactory and tmproved to Rs6.10 crore in Fy19 from Rs.2.53 crore in Fy18. Gross Cash

Accr!a s (GCA) improved and remained satisfactory at Rs.12.OG crore as against debt repayment ob igation

of Rs 3 75 crore n FY19 (including Rs.2.20 crores as redemption of preference shares).

On a half yearly basis, MSIL reported TOI of Rs.179.84 crore in H1FY2O as against Rs 227 g1 crore in

H1FY19. The PBILDT and PAT margins witnessed moderation to 4 01% and 1 65% in H1Fy2O as aeainst

5 46% and 182% in H1FY19. The fall in sales rs mainly a due to lower sales realization

Modetute debt covercge indicotors
Capital Structure cont nued to rema n moderate with improvement in the overa lgearing ratio from 1.95

times as on Ma.ch 31, 2018 to 1 78 t mes as on March 31, 2019 The improvement in overall gearing is on

the backofgradual repayment ofterm debtcouped with accretion ofprofitto reserve Tota Debt/GCA

also improved to 10 24 times in FY19 from 12 09 times durina Fy18

Key Rating Weakness
Client aoncentrution isk
The exposure to PSUs (' e. BHEL, MAHAGENCO, MSpDCL etc.) has decreased during latter half of Fy19 and

H1FY20 due to low tenders being floated by the pSUs. Accordingly, MSIL is exposed to high customer

concentration risk which has gradually increased from 25% in Fy18 to 3B%in FyIg and 42% jn HLFY2O.

High exposwe to gtoup compdnies
The company has stgn ficant exposure to its group companies in the form of investments, oans and

advances to its group companies amounting to Rs 34.78 crores as on March 2019 (accounting for nearly

50% of the net worth as on March 31, 2019 as agalnst 73% of the net worth as on Marc6 2018). The

cornpany procures a major portion of its sponge iron requirement ftom its group/ associate companies

and also sells the finished goods i.e. blooms/billets to its associate concern Abhishek Steel Indlstrles

Limited (A5lL). After adj!sting for expos!re to group companles, adjusted overa I gearing works o!t to be

3 57x as on March 31, 2019 (7.17x as on March 31, 2018).

Pottidl exposute to volotility in the p aes ol tow mote atls
Raw material (sponge iron/scrap) is the major cost driver constituting about 78% of the cost of sales n

FY19 The prices of its raw materla s are highly volatile ln nature and any lpward movement in the

4'3



prices of the raw material without any corresponding movement in the finished goods prices may

adverse y affeci the profitability of the company

Low co po city util i zotio n

The capacity utilization of the rolling mill and melting shop (MSIL) continued to remain low at 50% and

48% respectively in FY19. lt further moderated to 43% and 40% respectively during H1FY20.

Cyclicolity ossoaidted with the steel sectot chaftate zed by intense competition
The steel industry ls sensitive to the shiftinB business cycles, lncl!ding changes ln the general economy,

interest rates and seasonal changes in the demand and supply conditions in the market lt is also

characterized by high degree of fragmentation due to the presence of n!merous unorganized players

Further, low level of product differentiation in the downstream steel segment further intensifies the

competition, leading to lower barga!ning power vis-a-vis the custorners

Li q u id ity An d lysi s : Ad equote
The liqu diiy position of the company remained moderate characterized by average uti ization of the

workingcaptal at^69% duringthe past twelve months ending October 2019 The company has written

off debtors to the tune of Rs.3 55 crore d!nng FY19. Accordingly, the operating cycle of the company

reduced to 59 days in FY19 as against 80 days in FY18. This apart the company has cash and bank baLance

of Rs 4 39 crores as on March 31, 2019 (Rs 5.11 crore as on March 31, 2018).

Analytical approach: Standalone

Applicable criterial

Ratine Methodoloqv-st
Financlal ratios - Non-Financlal Sector
Criteria for Sholt t!rm lrtstruments

About the Company
Mahamaya Stee Industries Limited (MSIL) was incorporated in 1988, by Mr Ramanand Agrawal as the

flagship company of the Raipur-based Mahamaya Group. MSlL has production faciljtjes for billets/biooms

and str!ctural steel products with annual production capacities of 205,000 metric tonne (MT) and

114,250 Mf, respectiveLv. This apart the company has a 8as plant with an annua production capacity of

90O,OOO cubic metre (CuM) The company manufactures heavy and light steel str!ctural prod!cts such as

joists, angles, beams, channe s etc The products are sold under the brand name "MAHAMAYA' The day

to day affairs of the company is ooked after by Mr. Rajesh Agrawal along with the support from a tearn of

experienced professiona s

Financial Performance of the company
(Rs. Cr)

2017 2018 2019For the period ended / os ot Mor.37,
112m. A) (12n, a) (12n. A)

Working Resuhs

Net Sales

Total0perating income

2s3 66

255.44

298.12

300 92

463 90

467 29

tv'-



PBILDT

Interest
Deprecration

Gross Cash Accruals
FinancialPosition
Equity Share Capital
Net Worth
Totalcapitalemploved
Kev Ratios
Gtowth(%)
G.o\l,th in Total income
GroMh in PAT

Ptolitdbility(%)
PBlLDT/Total Op. income
PAT/Totalincome
ROCE

Solvency(times)
Long Telm Debt Equity ratio
Overallgearing ratio
Interest coverage (PBILDT/lnterest)

Term debt/Gross cash accruals(years)
Total debt/Gross cash accruals(years)
Liquidity(times)
Current ratro

Quick ratio

Average collection period
Average creditors
Average Inventory
Operating cycle

18.01

11.15

598
254
8.07

13 57

60 70

1,77 15

-18.16

776.64

705
099

101
t92
t62
759

74 44

777
063

6

59

22.69

11.58

6.69

2.53

70.27

t3 57

63.30

186 82

17.81
,0 15

1.54

0.84

095
195
195
585

12 09

0.50

30

4a

66

48

2474
1119
633
610

72 06

1,3 57

69 45

192 92

55 28

r40 a7

5.29

131
10_65

0_84

L7a
2 21,

483
70 24

1.25

039

15

40

60

35
a Audired NA: Nor App.cable \M Nol Mear ingl-

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History tor last three yea.s: Please refer Annexure-2

Ann€xure-1: Details of Instrum€nts/Facilities

Date of Coupon
Rate Date

Size of the lssue

{Rs. crore}
Rating assigned

along with Rating
outlook

Fund-based - LT Cash Credit 46 00 CARE BBB;
Siable

T€rm Loan Long Term )rne,2024 323 CARE BgB l
5table

Non-fund-based LTl ST

BG/LC

20 00 CARE BBB-;

Stable / CARE

Fund-based - LT-Proposed 7.50 CARE 8BB ,

Stable



Annexure.2: Rating History of last three years

Note on eomptenty tevets of the rcted inst.ument: CARE hos clossited ihtttunehts .oted by it on the basis oJ complexity fhis

cto*ificotrcn a qvoilobte ot www coretotihgt can tnvestots/notuet inte.medioies/rcgulota.s at atheB nre wetcome to wtfte to

cote@coretotin95 can for ony clotitcotians

Contact us
Media Contact

aontac\ft - +91 22-6437 4424
Emai lD - mradol mishra@careraunes.com

Analyst Contact
Group Head Name Mr Abhishek Khemka

croup Nead Contact no +91 (0)33 40181610

Relationship Contact

contact no +91(0)33 40181607
Email lD: !q[ !4s.!oj!

About CARE Ratings:

CAhE Raitngs commenced operartons n Apri 1993 and over two decades, it has establ shed itself as one of the ead ng credit

ranng a8encies in Indta cARE s fegistered with the securities and Exchan8e Board of India (sEBl) and a50 recosnzed as an

Ertehal credlt A$e$ment Insritution (Ecal) by the ReseNe Bank oi Indla (RBl) CARE Ratlngs ls proud of ts ri8htfu place in the

Indian captatmarker bltr around investorconfldence caRE RatnSs provides the entire spectrum ofcreditrating thathelPsthe

corporates to raise capitat for iheir varlous requirements and assists the investore to form an informed invenment decision

ba5ed on the credit risk and their own risk-retorn expectations o!r rating and grad ngservlce offerings leverage oor domarn and

Sr. Name of the

Facilities

Current RatinAs Ratinq historv

Outstanding
(Rs. cror€)

Rating Date(s) &
Ratint(s)

assitned in
2019-2020

Date{sJ &
Rating{s)

assitned in
2018-2019

Date{s) &
Rating{s)

assi$ed in
2017-2014

Date(s)&
Ratin6{s)

assitned in
2016-20L7

1

Cash Credit
LT 46 00 CARE BBB.;

Stable

1)CARE

BBB-;

Stable
(19-Dec-

18)

1)CARE

BB+;5table
(27-Feb 18)

2)CARE

BB+; Stable
(08'Feb 18)

2_ Term Loan Long LT 323 CARE BBB';

Stable

1)CARE

BBB.;

Stable
(19-Dec'
181

1)CARE

8B+;stable
(27-Feb 18)

3

t]/ ST BG/LC

LTl57 20.00 CARE BBB.;

Stable /
CARE 43

1)CARE A3

181

1)CARE 44+
(27-Feb 18)

based limits

LT 750 CARE BB8-;

5table

1)CARE

8BB-;

stab e

(19-Dec-

181

1)CARE

BB+,stable
(27-Feb 18)

anaLr,,tca erpertise backed bythe methodoloSles congruentwlth the lnternatona best pracnces



CARET ratings are opiniont on the likelihood of timelv payment of the obligations !nder the rated instrument and are not
recommendations to sanction, renew, disbLrrse or recallthe concehed bank facillties or to buy, se lor hold any sec!rity cAFE's
ratings do notconveysuitability or price forthe lnvestor CARE'S ratings do not constitute an audit on the rated entitv CARE has
based its bunts/outlooks on information obtajned f.om sources believed by it to be accucte and reliabe CARE does not,
however/ glarantee the accuracy, adequacy or completeness of any information and is not responsible for anv erore or
omissions orfor the resulc obtained from the use of such information Most entjties whose bank facllities/instrumenrs are rated
by CARE have paid a credrt ratint fee, bas€d on the amount and type of bank facitities/instruments CARE or ils
subsidia r es/asociates may abo have other commercial rransacrions wtth the entity In case of partnersh p/proprietary
concehs, the ratins /oudook assigned by CARE is, inter-alE, based on the capltal deployed by the pa dne6/pro pr etor and the
financial strength of the firm at prcsent The rating,/outlook may lndereo change tn case of wthdGwat of capitat or the
unsecured loans brought in by the partne6/p.opri€tor in addrtion to the flnancia performance and other relevant factors CARE

is not.esponrible foranyerore and states that it has no financia llabilitywhatsoevertotheusersoiCARE,srating
Our ratlngs do not factor ln any raunB related tritger causes as pe. the terms of the facility/instrument, whtch may invotve
acce eration of payments ln case of rating downg.ades However, if anV such clausesare lntroduced and iftriggered, the ratings
mal see volatil ty and sharp downcrade5

rt5

(This lo ows owPrcss Releose lot the entity published on Decembet 27,2079)

Annexure-3: Details ot Rated Facilities
Long-term facilities

Li

Total Long-term facilities (1,A + 1,8) = Rs.56.73 crore

2. Long Term/Short Term Bank facilities
2,A. Non fund based limits

1,A. Secured RuEee Term oan (Rs. crore)
5r. No. Name of

Bank
Amount

{Rs. crore)
Remarks Debt Repayment Terms

1 UCO Bank 1.23 O!tstandins 84 monthly installments ending on
June 20242 Andhra Bank 1.99 outstanding

TOTAL 3-23

un m Rs. crore
Sr, No. Name of Bank Cash Credit Total fund-based limits

l UCO Bank 25.30 25.30

2 Andhra Bank 20.70 20.70

3 Proposed 7.50 1.50
TOTAL 53,50

Sr. No. Name of Bank rclBG Total non-fund-based limits
7 UCO Bank 11.00 1100
2 Andhra Bank 9.00 900

TOTAL 20.00 20.00

Total Long-term /Short Term facilities {2.A) = Rs.20,00 crore

Totalfacilities (1+ 2) = Rs.76.73 crore

CARE Rolings Limited
(Formerly known os Credit Anolysis & Reseorch Limtred)

3rd Floor, Prosod Chofrbea, lshoqun Moll Blds ), lOA, Shokespedre Sofoni, Kolkdro - /OO O7 t
Tel +9r.3340r81600/02.Fd +91 33-10181603.4w.orerorinscom.ctN-16/t9oMHt993pLcO7t69l


