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Brief Rationale *

JANUARY 09, 2015
CARE REAFFIRMS THE RATINGS ASSIGNED TO BANK FACILITIES OF

INTERNATIONAL PAPER APPM LIMITED (ERSTWHILE THE ANDHRA PRADESH PAPER MILLS LTD)

Ratings
Facilities Amount Ratings1 Remarks
(Rs. crore)
Long-term Bank Facilities —Term loan 5.74 CARE AA(SO) (Double A Reaffirmed
(reduced from 106.06) [Structured Obligation])
Long-term Bank Facilities —Fund Based 43 CARE AA(SO) (Double A Reaffirmed
(reduced from 60) [Structured Obligation])
Short-term Bank Facilities 63.50 CARE A1+(SO) (A One Plus Reaffirmed
( enhanced from 60) [Structured Obligation])
Total Facilities 112.24

@ backed by Letter of Comfort from International Paper Company, USA

Rating Rationale

The ratings continue to factor in credit enhancement in the form of a letter of comfort extended by International Paper
Company (IPC), USA to International Paper APPM Limited (IPAPPM). The rating is supported by IPC’s established global
presence and expertise in the industry and its strong financial position, long-standing track record of IPAPPM in the Indian
paper industry characterized by a diversified product-mix, improved operational performance during FY14 (refers to the
period April 01 to March 31) and H1FY15and other initiatives ensuring raw material self-sufficiency. The ratings are,
however, constrained by volatile input prices faced by the industry and deterioration in the financial performance in FY14.

The ability of the company to improve its financial performance is the key rating sensitivity.

Background

International Paper APPM Ltd (IPAPPM) was incorporated in 1964 at Rajahmundry in Andhra Pradesh for manufacturing
of paper by L.N. Bangur group. The total installed capacity for the manufacturing of the paper is 241,000 MTPA.

IP Holding Asia Singapore Pte Ltd, a subsidiary of International Paper Company (IPC), USA, has acquired entire stake
(53.5%) held by the previous promoters of IPAPPM. In addition, IP Holding Asia Singapore Pte Ltd has acquired an
additional 21.5% in IPAPPM in a public tender offer (Open Offer), which was completed in October, 2011. With this, IPC
holds 75% of the IPAPPM through its subsidiary.

In FY14, IPAPPM achieved net sales of Rs.1102.94 crore and a net loss of Rs.41.61 crore. Furthermore, for the un-audited
6MFY15 (refers to the period April 01, 2014 to September 30, 2014), IPAPPM has registered net sales of Rs.572.52 crore

with loss of Rs.12.98 crore.
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**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com.
Investors/market intermediaries/regulators 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.

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor
and the financial strength of the firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans
brought in by the partners/proprietor in addition to the financial performance and other relevant factors.
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