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Ratings
- Amount .1 . .
Facilities Rating Rating Action
(Rs. crore)
Long-term Bank Facilities 448.51 CARE BB; Stable Revised from CARE BB-
(enhanced from Rs.429.18 crore) | (Double B; Outlook: (Double B Minus)
Stable)
Short-term Bank Facilities 136.99 CARE A4 Reaffirmed
(revised from Rs.125.48 crore) (A Four)
Total 585.50
(Rupees Five Hundred Eighty Five
crore and Fifty lakh only)

Details of instruments/facilities in Annexure-1

Detailed Rationale

The revision in the ratings of bank facilities of I0L Chemicals and Pharmaceuticals Limited (IOL) takes into account the
improved profitability of the company over the FY16 (refers to the period April 1 to March 31) and H1FY17 on account of
increased capacity utilization and improved efficiencies. The ratings also derive comfort from the experience of the
promoters and the management team, well-established business position and diversified product portfolio. The ratings
however, remain constrained by highly leveraged capital structure, moderate liquidity and debt coverage indicators and
working capital intensive nature of the operations.

Going forward, the ability of the company to further improve its profitability, capital structure and liquidity profile would
be the key rating sensitivities.

Detailed description of the key rating drivers

IOL is promoted by Mr Varinder Gupta with more than three decades of experience in the industry and is supported by a
highly experienced and technically qualified team of professional in management of operations. The management has
built integrated manufacturing facility for chemicals and APIs which adds to the strength of IOL as major raw materials for
Ibuprofen like Iso Butyl Benzene, Acetyl Chloride and Mono Chloro Acetic Acid are produced by the company in house.
The company’s products find usage in diverse industries viz. Paints, Adhesives, Packaging and Printing etc.

IOL has built strong market presence in the chemical and pharmaceuticals industry being one of the large manufacturers
of Ethyl Acetate and Ibuprofen. I0L has a market presence across more than 50 countries with the sales contribution
from the exports forming around 26% of the total sales in FY16 (P.Y. 22%). IOL also received the USFDA approval in July
2015 for its Ibuprofen manufacturing facilities which will enable the company to establish its footprint in USA. In April
2015, the Company was also awarded with CEP certification for its product Metformin Hydrochloride by European
Directorate for the Quality of Medicines and HealthCare (EDQM) for a period of five years.

During FY16 and H1FY17, IOL has seen improvement in operational efficiency on account of increase in scale of
operations, higher capacity utilization, streamlining of operations, modifications in the processes and successful
competition of the debottlenecking of the Ibuprofen plant in November, 2015. Furher the company was able to increase
its sales realisation while there has been reduction in cost of of its major raw materials viz. Acetic Acid, Toluene,
Propylene Gas, Iso-Propyl Alcohol (crude derivatives) and alchohol. All these factors have resulted in improvement of
PBILDT Margins from 3.26% in FY15 to 9.10% in FY16 and 15.28% during H1FY17. Total debt to gross cash accruals which
were negative as on March 31, 2015 and March 31, 2016, due to negative cash accruals during the respective periods has
also consequently improved to 16.67x as on September 30, 2016.

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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Also, the operations of the company are working capital intensive due to high inventory holding as some of the products
viz. Iso Butyl Benzene, Acetyl Chloride and Mono Chloro Acetic Acid manufactured by it are captively consumed for
manufacture of other products viz. Ibuprofen, resulting in relatively higher inventory period for finished goods. IOL had
an operating cycle of 126 days during FY16 (P.Y. 134 days). The overall liquidity position of the company has, however,
improved due to enhanced working capital limits available with the company since July 2016.

Howvever, given the capital intensive nature of operations, the overall gearing tends to remain high. The overall gearing
increased from 2.25x as on March 31, 2015, to 3.06x as on March 31, 2016, due to reduction in Net Worth during FY16
owing to net losses, increase in Funded Interest Tem Loan, term loan availed for the execution of the debottlenecking
project and availability of the working capital limits upon restructuring of loans. This was despite the equity infusion of
Rs.17.96 crore (balance 75% of the total amount of Rs.23.94 crore) received towards share warrants issued in FY15 on
account of. IOL’s overall gearing ratio stood at 3.08x as on September 30, 2016.

Analytical Approach— Standalone financials of I10L

Applicable Criteria
Criteria on assigning Outlook to Credit Ratings

CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Rating Methodology-Manufacturing Companies

Financial ratios — Non-Financial Sector

Sector Methodology - Pharmaceuticals

Company Background

IOL Chemicals and Pharmaceuticals Limited (IOL) was incorporated as a public limited company in 1986 by Mr Varinder
Gupta and Mr Rajinder Gupta to setup an acetic acid manufacturing facility. IOL commenced commercial production in
1991 with manufacturing of acetic acid.

Presently, I0L is involved in the manufacturing of chemicals (approximately 50% of total sales in FY16) wherein the
company manufactures specialty chemicals like Ethyl Acetate, Acetyl Chloride and Iso Butyl Benzene and Active
Pharmaceutical Ingredients (approximately 50% of the total sales in FY16) which includes Ibuprofen and other APIs. In July
2015, the company has obtained the US FDA approval to launch API business in US Market. The chemicals produced by
the company are used in various industries like agro-chemical, pharmaceutical, food processing and paints etc.

IOL’s manufacturing facility is located at Barnala, Punjab, having capacity of producing 87,000 Metric Tonne Per Annum
(MTPA) of Ethyl Acetate and 6,200 MTPA of lbuprofen. Besides, this the company also has capacities for production of
chemicals viz. 30,000 MTPA of Acetic Anhydride, 9,000 MTPA of Iso Butyl Benzene, 7,200 MTPA of Mono Chloro Acetic
Acid, 5,200 MTPA of Acetyl Chloride which are used in manufacturing of lbuprofen. Thus, the plant is fully backward
integrated for Ibuprofen. The company also has a multipurpose plant (MPP) which can be applied for the production of
various pharma products like Ibuprofen, Fenofibrate, Clopidogrel, Lamotrigine, Metformin, etc. depending on the
requirement. The company’s bank facilities were restructured during FY15 with cut-off date of September 1, 2014.

During FY16, IOL registered a net loss of Rs.40.03 crore on a total operating income of Rs.579.03 crore as against a net
loss of Rs.66.65 crore on a total operating income of Rs.385.87 crore during FY15. During H1FY17 (refers to the period
April 1 to September 30), the company has reported PAT of Rs.1.71 crore on a total operating income of Rs.334.88 crore.
Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not applicable

Rating History (Last three years): Please refer Annexure-2

2 | Credit Analysis & Research Limited
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Note on complexity levels of the rated instrument: 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.

Analyst Contact
Name: Ms Ankita Sehgal

Tel: 011-45333226
Mobile: +9958700336
Email: ankita.sehgal@careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating
agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit
Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market
built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to raise capital
for their various requirements and assists the investors to form an informed investment decision based on the credit risk and their own
risk-return expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed by the
methodologies congruent with the international best practices.

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/outlooks 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 /outlook assigned by CARE is based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating/outlook 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.

3 | Credit Analysis & Research Limited


http://www.careratings.com/

Press Release

Annexure-1

Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the | Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Term Loan-Long-term - - 31-03-2024 288.51 CARE BB; Stable
Non-fund-based - ST- - - - 136.99 |CARE A4
BG/LC
Fund-based - LT-Working - - - 160.00 CARE BB; Stable
Capital Limits
Annexure-2

Rating History (Last three years)
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Current Ratings Chronology of Rating history
Sr. Name of the Type Amount Rating | Date(s) and | Date(s) and | Date(s) and | Date(s) and
No. Instrument/Bank Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
Facilities (Rs. crore) assigned in | assigned in | assigned in | assigned in
2016-2017 | 2015-2016 | 2014-2015 | 2013-2014
1. [Term Loan-Long-term LT 288.51 CARE BB; - 1)CARE BB- - 1)CARE BB-
Stable (18-Mar-16) (14-Aug-13)
2)CARE BB-
(28-Apr-15)
2. INon-fund-based - ST- ST 136.99 CARE A4 - 1)CARE A4 - 1)CARE A4
BG/LC (18-Mar-16) (14-Aug-13)
2)CARE A4
(28-Apr-15)
3. |[Fund-based - LT-Working| LT 160.00 CARE BB; - 1)CARE BB- - 1)CARE BB-
Capital Limits Stable (18-Mar-16) (14-Aug-13)
2)CARE BB-
(28-Apr-15)
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