A5 Ratings

RATING RATIONALE — CUM - BRIEF RATIONALE
CARE REVISES THE RATINGS ASSIGNED TO THE BANK FACILITIES AND
COMMERCIAL PAPER OF AVON ORGANICS LIMITED

Brief Rationale

January 24, 2014

Ratings

Facilities Amount Ratings! Remarks

(Rs. Crore)

Long-term Bank Facilities 100.33 CARE D [Single D] | Revised from CARE B [Single B]
Short-term Bank Facilities 4750 | CARED [Single D] |  Revised f“;;‘uffRE AdIA
Total Bank Facilities 147.83
Commercial Paper Issue
(carved out of working 40 CARE D [Single D] | Revised from CARE A4 [A four]
capital limits)
Total Instruments 40

Rating Rationale

The revision of the ratings assigned to the bank facilities and instruments of Avon Organics Limited (AOL)
factors in the ongoing delays in the servicing of rated debt obligations due to the weak liquidity profile of
AOL.

Background

Avon Organics Ltd (AOL), incorporated in 1993 as a public limited company, was promoted by Mr
P R Agarwal, Mr Rajesh Agarwal and late Dr G S Sidhu. The company is engaged in the
manufacturing of bulk drugs and chemicals with manufacturing facilities in Solapur, Maharashtra,
and Sadasivpet, Andhra Pradesh. In FY08 (refers to the period April 1 to March 31), Arch
Pharmalabs Ltd (APL) acquired majority stake in the company. As on September 30, 2012, APL’s
equity shareholding in AOL was 63.60%.

During FY13, AOL registered a Profit after tax (PAT) of Rs.8.27 crore on a total operating income of
Rs.170.15 crore against a PAT of Rs.10.07 crore on a total operating income of Rs.166.84 crore in
FY12.

As per the unaudited financials of H1FY14, the company reported net loss of Rs.15.78 crore on a
total operating income of Rs.39.25 crore as compared with a PAT of Rs.5.01 crore on a total
operating income of Rs.87.13 crore in HIFY13.
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CARE has classified instruments rated by it on the basis of complexity. This classification is available at
www.careratings.com. Investors/market intermediaries/requlators or others are welcome to write to
care@careratings.com for any clarifications.

'Complete definition of the ratings assigned are available at www.careratings.com and other CARE
publications
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Disclaimer

CARE's ratings are opinions on credit quality and are not recommendations to sanction, renew,
disburse or recall the concerned bank facilities or to buy, sell or hold any security. CARE has based
its ratings on information obtained from sources believed by it to be accurate and reliable. CARE
does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions or for the results obtained from the use of such
information. Most entities whose bank facilities/instruments are rated by CARE have paid a credit
rating fee, based on the amount and type of bank facilities/instruments.
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