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e Amount A . .
Facilities ‘ (X crore) Rating Rating Action

57.00 CARE A+ Stable Revised from CARE A+ (CE); Stable
Long term bank facilities (Enhanced from (Single A Plus; O’utlook' Stable) [Single A Plus (Credit Enhancement);
50.00) ! ' Outlook: Stable]
Long term bank facilities 10.00 (Single iAII}IEsfH(r)’u ﬁgaobkl:e Stable) Assigned
67.00
Total Bank Facilities (X Sixty-Seven
Crore Only)

Details of facilities in Annexure-1

Unsupported Rating
As stipulated vide SEBI circular dated June 13, 2019
Withdrawn [Withdrawn]

Detailed rationale and key rating drivers

The rating assigned to the bank facilities of Amal Speciality Chemicals Limited (ASCL) derives comfort from its strong parentage;
being a step-down subsidiary of Atul Limited (Atul; rated CARE AA+; Stable/ CARE A1+) which has an established track record of
operations in the chemical industry and strong credit risk profile; along with the managerial support that ASCL receives from Atul.
The rating also derives strength from strategic location of the upcoming plant of ASCL which is envisaged to provide strong
operational synergies with Atul by acting as a backward integration for Atul’s operations, experience of the group in setting up
and operating sulphuric acid plants and the committed off-take agreement of ASCL with Atul thereby reducing the saleability risk
of its products to an extent.

The rating is, however, constrained by implementation and stabilization risks associated with its ongoing debt-funded green-field
project, single product profile, expected small scale of operations of ASCL at full capacity utilization, susceptibility of its profitability
to volatile raw material prices and exposure to stringent pollution control norms.

Rating sensitivities

Positive factors — Factors that could lead to positive rating action/upgrade:

o Timely stabilization of plant operations post completion of the project, significant growth in scale of operations and sustained
track record of realization of envisaged sales and profitability leading to healthy debt coverage indicators

e  Significant improvement in its leverage

e Significant increase in its committed off-take by Atul

Negative factors — Factors that could lead to negative rating action/downgrade:

e Significant deterioration in the credit profile of its ultimate parent i.e. Atul

e Sustained stabilization related issues in the plant resulting in lower than envisaged capacity utilization and thereby adversely
impacting its returns compared with envisaged
Lower than committed off-take by Atul impacting debt coverage indicators of ASCL on a sustained basis

e Significant deterioration in its capital structure

Detailed description of the key rating drivers

Key rating strengths

Strong parentage of Atul having long-standing presence in chemical industry along with common management:
ASCL is wholly owned by Amal Limited (Amal) whereas Amal is a step down subsidiary of Atul whereby Atul holds 49.86% in Amal
majorly through its investing company Atul Finserv Limited. Atul has one of the biggest integrated chemical complexes in India
with a well-diversified product portfolio of around 900 products and 400 formulations divided into two segments viz. Life Science
Chemicals (LSC) and Performance & Other Chemicals (POC) catering to the requirement of diversified industries like textile, paints
& coatings, adhesives, dyestuff, agriculture, fragrance & flavours, cosmetic, personal care, tyre, paper, plastic, pharmaceutical,
aerospace, composites, construction, glass, etc. ASCL shares common management with Atul, which has a vast experience in
chemical business. Moreover, Atul has a track record of supporting its group companies.

Strategic location of ASCL’s plant in the vicinity of Atul’s production plant providing operational synergies: ASCL's
upcoming plant is located near Atul’s aromatic products manufacturing facility, whereby majority of Atul’s sulphuric acid and other
downstream products requirement is expected to be met through ASCL. Atul group has set up captive facility for sulphuric acid
and other derivatives in ASCL with an aim to ensure consistent availability of quality products, safeguard against high volatility in
the market prices of these products and savings in freight cost. During FY22, ASCL’s parent, Amal, which is in same line of
business had around 78% of its TOI contributed by way of sales to Atul leading to operational synergies.

!Complete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Experience of the group in setting up and operating sulphuric acid plants: Both Amal and Atul have prior experience of
setting up and operating sulphuric acid plants. Amal has set-up and is operating 140 TPD sulphuric acid plant for more than a
decade at Ankleshwar. Similarly, Atul has set up and is operating 300 TPD sulphuric acid plant at Valsad. Experience of promoter
group in setting up and operating sulphuric acid plants is expected to help ASCL in timely implementation and stabilization of the
operations of its green-field project.

Committed off-take by Atul reducing stabilization risk: ASCL has entered into a formal sale agreement with Atul wherein
Atul, in aggregate, has agreed to off-take 34,947 MTPA of sulphuric acid and sulphur trioxide (interchangeable between sulphuric
acid and sulphur trioxide) from ASCL. Out of total capacity, around 39% production volume shall have take-or-pay agreement
with Atul which mitigates the salability risk for ASCL to an extent.

Liquidity: Adequate

ASCL's liquidity is underpinned from the fact that it has access to timely need-based support from Amal (its parent) as well as
from Atul which has also extended its letter of comfort for large part of the debt sanctioned in Amal and ASCL. The debt for the
project has already been tied up with term debt repayments to commence from December 31, 2022 whereas project is likely to
achieve CoD in August 2022. Further, ASCL has 45 days payment terms with Atul which shall aid its liquidity. Additionally, ASCL
has already got sanction of Rs.10 crore of working capital limit to meet its working capital requirement post COD.

Key rating weaknesses

Implementation and stabilization risks associated with ongoing debt funded project: ASCL has an ongoing project to
establish manufacturing facility for sulphuric acid and other downstream products with an installed capacity of 300 TPD. The
project is in the premises of Amal (Ankleshwar). The project is at an advanced stage of implementation and is likely to achieve
CoD in August 2022. The project cost is envisaged at 393 crore (revised from earlier estimate of X70 crore due to rise in input
costs) being funded by %57 crore of bank loan and balance %36 crore by way of promoter’s contribution. ASCL is exposed to
project stabilization risk post commencement of operations.

Small scale of operations with high dependence on single product profile: ASCL has planned to have installed capacity
of 300 TPD for manufacturing sulphuric acid and other downstream products. On account of limited manufacturing capacity and
commodity nature of the products manufactured, ASCL's scale of operations are expected to remain small with high dependence
on a single product.

Susceptibility of its profit margins to volatile raw material prices: The raw material cost is envisaged to form around
70% of total cost structure of company, wherein sulphur is one of the key raw materials required for production of sulphuric acid
and other downstream products. During FY22, prices of sulphur reached to a decadal high level, and it continued to rise further
till June 2022 which impacted the profitability of its parent, Amal, during FY22 and Q1FY23. Accordingly, softening of sulphur
prices would be critical for ASCL as it is about to commence its commercial operations from August 2022.

Risk associated with stringent pollution control norms: Operations of ASCL shall remain subject to various environment
related regulatory compliances in a stringent manner. Also, pollution related norms are evolving day by day in India. Accordingly,
continuous adherence to defined pollution control norms are mandatory for seamless operations. Atul group has been complying
with the required pollution control norms and there have not been any adverse observations in the last many years.

Analytical approach: Standalone

Standalone along with factoring strong operational and financial linkages with its strong parent (Atul) because ASCL is setting up
its project as a backward integration to meet the sulphuric acid requirement of Atul.

In compliance with the Reserve Bank of India’s guidance note on Bank Loan — Credit Enhanced ratings dated April 22, 2022 and
subsequent FAQs dated July 26, 2022, CARE Ratings has not assigned a Credit Enhanced rating to the loan backed by Letter of
Comfort of Atul.

Applicable criteria

Criteria on assigning outlook and credit watch to credit ratings
CARE's policy of default recognition

Rating methodology — manufacturing companies

Financial ratios — non-financial sector

Liquidity analysis of non-financial sector entities

Rating methodology: Notching by factoring linkages in ratings
Rating methodology — Project stage companies

Policy on withdrawal of ratings

About the company

ASCL, incorporated in October 2020, is a wholly owned subsidiary of Amal which in turn is a subsidiary of Atul. ASCL was
incorporated to set up a project to manufacture sulphuric acid and other downstream products such as oleum 65%, sulphuric
dioxide and sulphuric trioxide with installed capacity of 300 tonne per day (TPD) at Ankleshwar (adjacent to Amal’s existing 140
TPD facility and Atul’s aromatic manufacturing facility). The project is currently at an advanced stage of implementation and is
likely to achieve CoD in August 2022. Out of the total production of ASCL, around 39% is committed to be off-taken by Atul to
meet its captive requirement.
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Brief financials of ASCL: Not applicable as ASCL is a project stage entity

Status of non-cooperation with previous CRA: Not applicable
Any other information: Not applicable

Rating history for last three years: Annexure-2

Covenants of rated instrument/facility: Not applicable

Complexity level of various instruments rated for this company: Annexure-3

Annexure-1: Details of facilities

Name of the Date of Coupon Maturity bz Rating Assigned along
Instrument — Issuance Rate Date e with Rating Outlook
(X crore)

Fund-based - LT-Term Loan - - December 2027 57.00 CARE A+; Stable

Un  Supported Rating-Un

Supported Rating (Long - - - 0.00 Withdrawn

Term)

Fund-based - LT-Cash Credit - - - 10.00 CARE A+; Stable

Annexure-2: Rating histo Last three years

Current Ratings Rating History
DEV )] Date(s) DEV )]
Name of the
and and Date(s) and and
Instrum_e_n_t Sl Amoun_t . Rating(s) Rating(s) Rating(s) Rating(s)
Facilities Type | Outstanding Rating
( crore) assigned assigned assigned in assigned
in 2022- in 2021- 2020-2021 in 2019-
2023 2022 2020
CARE 1)CARE A+ | 1)Provisional
1 Fund-based - LT- LT 57.00 At } (CE); Stable | CARE A+ |
Term Loan ’ Sta’ble (16-Aug- (CE); Stable
21) (08-Feb-21)
Un Supported 1)CARE A- 1)Provisional
2 Rating-Un Supported LT - - - (16-Aug- CARE A- -
Rating (Long Term) 21) (08-Feb-21)
CARE
3 Fund-base_d - LT- T 10.00 A+:
Cash Credit
Stable

Annexure-3: Complexity level of various instruments rated for this compan

Name of Instrument Complexity Level
1 Fund-based - LT-Cash Credit Simple
2 Fund-based - LT-Term Loan Simple
3 Un Supported Rating-Un Supported Rating (Long Term) Simple

Annexure-4: 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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Phone: +91-22-6754 3596

E-mail: mradul.mishra@careedge.in

Analyst Contact

Name: Hardik Shah

Phone: +91-79-4026 5620
E-mail: hardik.shah@careedge.in

Relationship Contact

Name: Deepak Prajapati

Phone: +91-79-4026 5602

E-mail: deepak.prajapati@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE Ratings 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 has based its ratings/outlook based on information obtained from reliable and credible sources. CARE Ratings
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 have paid a credit rating fee, based on the amount and type of bank facilities/instruments. CARE Ratings 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 is, inter-alia, based on the capital deployed by the partners/proprietors
and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured
loans brought in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is
not responsible for any errors and states that it has no financial liability whatsoever to the users of the ratings of CARE Ratings.
The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the terms of the facilities/instruments, which
may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and triggered,
the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information, please visit www.careedge.in
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