The Mahabir Jute Mills Limited

Instrument Amount Rating Action
In Rs. Crore As on April 15
Fund based limits 17.13 (Reduced from Rs.18.93 [ICRA]BB- reaffirmed; outlook revised
crore) to ‘Negative’ from ‘Stable’
Non Fund based limits 4.18 (Enhanced from Rs.2.38 [I[CRA]A4; reaffirmed
crore)

ICRA has reaffirmed its long-term rating on the Rs. 17.13 crore (reduced from Rs. 18.93 crore’) long
term fund based limits of The Mahabir Jute Mills Limited (MJML)" at [ICRA]BB- (pronounced ICRA
double B minus). ICRA has also reaffirmed its short-term rating on the Rs.4.18 crore (enhanced from
Rs 2.38 crore) short term non fund based limits of MIML at [ICRA]JA4 (pronounced ICRA A four). The
outlook on the long-term rating has been revised to ‘Negative’ from ‘Stable’.

The revision in outlook takes into account the expected stress on MJML'’s cash flows, translating into
reduced debt servicing ability of the company, owing to pressure on operating margins due to
increased costs of power and raw materials, as well as the company’s sizeable debt repayment burden
for FY16. Further, the ratings continue to be constrained by the intensely competitive and fragmented
nature of the packaging industry, with the presence of numerous players and substitute products which
has resulted in pressure on operating margins in the past two years, pressure on utilisation of the jute
division and supplier concentration risk with top two suppliers accounting for about 70% of MJML'’s
total purchases. However, the ratings derive comfort from MJML’s experienced management and its
established relations with key customers which have enabled it to secure repeat orders in the past.

Going forward, the company’s ability to bring about a sustained improvement in its profitability and also
improve its liquidity position will be the key rating sensitivities.

About the company

MJML was incorporated in 1935 by the Kamani family to manufacture jute bags, primarily for meeting
its in-house requirements for sugar packaging. Currently, the majority equity stake in MJML is held by
the Maskara family. MJML manufactures jute products such as sacks and hessian, and poly-viscose
synthetic yarn. MJML entered the synthetic yarn business in 1999. It has an installed capacity for
manufacturing 9,100 tonnes per annum (tpa) of jute and 4,400 tpa of synthetic yarn, at its
manufacturing facility in Gorakhpur, Uttar Pradesh.

Recent Results
The company reported, on a provisional basis, a net loss of Rs. 0.37 crore on an operating income of
Rs 121.83 crore in FY15, as against a net loss of Rs 1.36 crore on an operating income of Rs 117.50
crore in FY14.
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