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Rating Rationale

Acuité has assigned the long term rating of ‘ACUITE BB+' (read as ACUITE double B Plus) to the Rs.8.00 crore
of bank facilities of Mahavir Energy & Coal Benefication Limited. The outlook is ‘Stable’.

The rating of MECBL is driven by the experienced management and presence of PPA for its entire capacity.
The rating also reflects the comfortable financial risk profile of the company and an adequate liquidity
position. However, these strengths are partially offset by the working capital intensive nature of operation
and moderate profitability margin during the period.

Chhattisgarh based, Mahavir Energy & Coal Benefication Limited was established in the year 2009 by Mr.
Pramod Kumar Jain and Mr. Ankit Jain. The company is engaged in generating bio-mass power and set up a
power plant of 12MW in Raigarh, Chhattisgarh. The company has a power purchase agreement (PPA) with
Chhattisgarh State Power Distribution Company Limited (CSPDCL) for 20 years for sale of entire 12 MW
power.

Analytical Approach:
Acuité has considered standalone business and financial risk profile of MECBL while arriving atf the rating.

Key Rating Drivers:

Strengths

Established track record of operation and experienced management

The company has operational tfrack record of more than a decade in renewable electricity industry and the
directors of the company Mr. Pramod Kumar Jain and Mr. Ankit Jain hav e almost a decade of experience in
similar industry. The company has a long presence in this sector and has established a healthy relationship
with its customer as well as suppliers. Acuité believes that the long track record of operation wil benefit the
company going forward, resulting in steady growth in the scale of operations.

Assured off-take

MECBL has signed a power purchase agreement (PPA) with Chhattisgarh State Power Distribution Company
Limited (CSPDCL) for the entfire 12MW capacity for 20 years till 2031 at a current tariff rate of Rs.6.76 per unit
(KWH). This substantially mitigates any off-take risk associated with the project. Further, the PPA is also
secured by liquidity damage agreement in fav or of MECBL.

Comfortable financial risk profile

The financial risk profile of the company is marked by moderate net worth, low gearing and strong debt
protection metrics. The net worth of the company stood moderate at Rs.40.68 crore in FY2021 (Prov.) as
compared to Rs 39.14 crore in FY2020. This improvement in networth is mainly due to the retention of current
year profit. The gearing of the company stood low at 0.23 times as on March 31, 2021 (Prov.) when
compared to 0.12 times as on March 31, 2020. Interest coverage ratio (ICR) stood at 7.10 times in FY2021
(Prov.) as against 4.80 times in FY 2020. The debt service coverage ratio (DSCR) of the company stood at
6.00 times in FY2021 (Prov.) as compared to 4.49 times in the previous year. The net cash accruals to total
debt (NCA/TD) stood comfortable at 0.25 times in FY2021 (Prov.) as compared to 0.27 times in the previous
year. Going forward, Acuité believes the financial risk profie of the company will remain healthy backed by
steady accruals and no major debt funded capex plan over the medium term.
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Weaknesses

Working capital intensive nature of operation

The working capital intensive nature of operation is marked by high gross current asset (GCA) days of 314
daysin FY2021 (Prov.) as compared to 565 days in the previous year. The ov erall improvement in GCA days is
on account of improvement in debtor days to 86 days in FY2021 (Prov.) as compared to 187 days in the
previous year. The inventory holding period of the company stood comfortable at 11 days in FY2021 (Prov.)
as compared to 21 days in FY2020. The high GCA days emanates from the high other current asset of
Rs.26.57 crore in FY2021 (Prov.) mainly consists of advance given for raw material. The company has utilized
~98 per cent of its working capital facility for the last six months ended April 2021. Acuité believes any
significant deviation in working capital management would be a key rating sensitivity factor.

Moderate profitability margin

The operating profitability margin of the company has improved in FY2021 (Prov.) and stood moderate at
6.99 per cent in as compared to 6.44 per cent in the previous year. This improvement in operating
profitability margin is on account of decrease in cost of their key raw material, rice husk during the period.
Acuité believ es the profitability margin of the company will sustain at a moderate lev el backed by presence
of the PPA agreement with CSPDCL.

The net profitability margin of the company stood comfortable at 3.26 per cent in FY2021 (Prov.) as
compared to 1.95 per cent in the previous year.

Exposure to regulatory risk
The company is exposed to regulatory risk as it is associated with the State Electricity Board. Any revision of
tariff as contemplated by a few State Governments in the recent past would be key rating sensitivity factor.

Rating Sensitivity

e Sustenance in turnover growth and profitability margin
e Sustenance of their conservative capital structure

e Elongation of working capital cycle

Material Covenant
None

Liquidity Position: Adequate

The company has adequate liquidity marked by moderate net cash accruals of Rs.2.32 crore as against nil
long term debt obligations in FY2021 (Prov.). The cash accruals of the company are estimated to remain in
the range of around Rs. 2.39 crore to Rs. 2.52 crore during 2022-23 as against Rs. 0.29 crore of long term debt
obligations FY2022 and in FY2023 respectively. The current ratio of the company stood strong at 4.03 times in
FY2021 (Prov.). The working capital management intensive nature of the company is marked by high Gross
Current Asset (GCA) days of 314 days in FY2021 (Prov.). The bank limit of the company has been ~98 percent
utiized during the last six months ended in April 2021. Moreover, the company has avaied the covid
emergency fund of Rs. 0.88 crore. The said loan is to be repaid over a period of 4 years including 1 year of
moratorium. Howev er, the company has not availed the loan moratorium till August 2020. Acuité believes
that the liquidity of the company is lkely to remain adequate over the medium term on account of
comfortable cash accruals against long debt repayments over the medium term.

Outlook: Stable

Acuité believ es that the outlook on MECBL will remain 'Stable' over the medium term on account of the long
track record of operations, experienced management and comfortable financial risk profile. The outlook
may be revised to 'Positive’ in case of significant growth in revenue or improvement of current operating
margins. Conv ersely, the outlook may be revised to 'Negative' in case of a decline in revenue or operating
margins, deterioration in financial risk profile or further elongation in its working capital cycle.
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About the Rated Entity - Key Financials

Unit FY21 (Prov.) FY20 (Actual)
Operating Income Rs. Cr. 47.18 28.24
PAT Rs. Cr. 1.54 0.55
PAT Margin (%) 3.26 1.95
Total Debt/Tangible Net Worth Times 0.23 0.12
PBDIT/Interest Times 7.10 4.80

Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None

Applicable Criteria
* Default Recognition —https://www.acuite.in/view-rating-criteria-52.htm
* Manufacturing Entities — https://www.acuite.in/view-rating-criteria-59.htm
« Entifies in Service Sector - hitps://www.acuite.in/view-rating-criteria-50.htm
¢ Financial Ratios And Adjustments — https://www.acuite.in/view-rating-criteria-53.htm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.ntm

Rating History (Upto last three years)
Not Applicable

*Annexure - Details of instruments rated

Name of the Date of Coupon Maturity Size of the Issue Ratings/Outlook
Facilities Issuance Rate Date (Rs. Crore)
. Noft Not Not .
. . . 5.00 ACUITE BB+/Stable (A d
Cash Credit Applicable | Applicable | Applicable /Stable (Assigned)
Working
Capital Term| June 2020 7.50% June 2024 0.60 ACUITE BB+/Stable (Assigned)
Loan - GECL
. Note Note Note .
Cash Credit Applicable | Applcable | Applicable 1.50 ACUITE BB+/Stable (Assigned)
Working
Capital Term| July 2020 7.70% July 2024 0.28 ACUITE BB+/Stable (Assigned)
Loan - GECL
Proposed Note Note Note .
Lang Lerm Applicable | Applicable | Applicable 0.62 ACUITE BB+/Stable (Assigned)
acility
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About Acuité Ratings & Research:

Acuité Ratings & Research Limited is a full-service Credit Rating Agency registered with the Securities and
Exchange Board of India (SEBI). The company receiv ed RBI Accreditation as an External Credit Assessment
Institution (ECAI), for Bank Loan Ratings under BASEL-Il norms in the year 2012. Since then, it has assigned
more than 6,000 credit ratings to various securities, debt instruments and bank facilities of entities spread
across the country and across a wide cross section of industries. It has its Registered and Head Office in
Mumbai.

Disclaimer: An Acuit é rating does not constit ute an audit of the rated entity and should not be treated as a recommendation
or opinion that isintended to substit ute for a financial adviser's or invest or's independent assessment of whetherto buy, sell
or hold anysecurity. Acuit é ratings are based on the data and information provided by the issuer and obtained from ot her
reliable sources. Although reasonable care has been taken to ensure that the data and information is true, Acuité, in
particular, makes no representation or warranty, expressed or implied with respect to the adequacy, accuracy or
completeness of the information relied upon. Acuit € is not responsible for any errors or omissions and especially st atest hat it has
nofinancialliabilitywhatsoever foranydirect, indirect orconsequentialloss of any kind arising from the use of its ratings. Acuité
ratings are subject to a process of surveillance which may lead to a revision in ratings as and when the circumstances so
warrant. Please visit our websit e (www.acuite.in) forthelatest information onanyinstrument rated byAcuit é.
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