
 

 

 
Disclaimer: A SMERA rating does not constitute an audit of the rated entity and should not be treated as a recommendation or opinion that is 

intended to substitute for a financial adviser's or investor's independent assessment of whether to buy, sell or hold any security. SMERA ratings are 

based on the data and information provided by the issuer and obtained from other reliable sources. Although reasonable care has been taken to ensure 

that the data and information is true, SMERA, in particular, makes no representation or warranty, expressed or implied with respect to the adequacy, 

accuracy or completeness of the information relied upon.  SMERA is not responsible for any errors or omissions and especially states that it has no 

financial liability whatsoever for any direct, indirect or consequential loss of any kind arising from the use of its ratings. SMERA 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 website (www.smera.in) 

for the latest information on any instrument rated by SMERA. 

Rating 

Rationale MDF Products (India) Private Limited 

(MPIPL) 

 

August 14, 2014 

 

SMERA has revised the rating on the abovementioned bank facility of MDF Products (India) Private 

Limited (MPIPL) to ‘SMERA C’ (read as SMERA C) from ‘SMERA D’ (read as SMERA D). The rating 

reflects the company’s stretched liquidity position, low net profit margin, stretched working capital 

cycle, negative operating cash flows and high leverage (debt-equity ratio).    

 

Update 

MPIPL’s stretched liquidity position is evidenced by high average utilisation (~96 per cent) of 

working capital limit during December 2013 to May 2014. The company’s net profit margin is low 

at 0.44 per cent in FY2013–14 (refers to financial year, April 01 to March 31). MPIPL’s operations 

are working capital-intensive, as reflected in average inventory holding period and receivables 

period of 136 days and 131 days, respectively in FY2013–14. The company’s working capital cycle 

is stretched at 132 days in FY2013–14. MPIPL reported negative operating cash flows during the 

last three financial years. The company is thus highly dependent on external borrowings for 

working capital requirements. MPIPL’s leverage (debt-equity ratio) remained high at 3.17 times as 

on March 31, 2014 despite capital infusion of Rs.3.52 crore in FY2013–14. The company’s total debt 

of Rs.17.32 crore (as on March 31, 2014) includes interest-free unsecured loans of Rs.4.82 crore 

from shareholders. MPIPL’s interest coverage ratio is low at 1.31 times in FY2013–14.   

MPIPL benefits from its experienced management. Mr. Tejinder Singh and Mr. Bhavneet Singh, 

directors of MPIPL, have over ten years of experience in the company’s line of business.  

About the company 

MPIPL, incorporated in 1998, is a New Delhi-based company engaged in trading of fabrics, tiles and 

tyres.  

For FY2013–14, MPIPL reported net profit of Rs.0.27 crore on total income of Rs.60.28 crore, as 

compared with net profit of Rs.0.18 crore on total income of Rs.50.48 crore for FY2012–13. The 

company’s net worth stood at Rs.5.46 crore as on March 31, 2014, as compared with Rs.1.67 crore a 

year earlier.    
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