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Ratings
Facilities Amount Rating1 Rating Action
(Rs. crore)
Long-term Bank CAFE A-; Neg.ative Revised from CARE AA-; Negative
Facilities 259.58 [Single A Minus; [Double A Minus; Outlook:
Outlook: Negative] Negative]
259.58
Total Facilities (Rs. Two hundred fifty nine
crore and fifty eight lakh only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The revision in the rating assigned to the bank facilities of Inox Wind Limited takes into account subdued order book
position of the company leading to weak financial performance in Q1FY18 with cash losses incurred, continuing elevated
receivables leading to high working capital intensity and moderation in liquidity.

The rating continues to derive strength from the presence of the resourceful promoter group, viz, INOX group and
experienced management, satisfactory market position of Inox Wind Limited (IWL) being one of the leading Wind Turbine
Generator (WTG) manufacturers in India, vertical integration with capabilities in WTG manufacturing, Engineering,
Procurement & Construction (EPC), Operations & Maintenance (O&M) and project development, satisfactory capital
structure. The rating also derives comfort from access to pipeline of probable wind project sites and access to technology
from AMSC Windtec GmbH, Austria and WIND Novation Engineering Solutions GmbH, Germany.

These rating strengths are however tempered by risks pertaining to technological and regulatory changes in the industry,
execution & performance risks, working capital intensive nature of operations and exposure to volatility in input costs &
forex rates.

Going forward, improvement in working capital cycle, IWL’s ability to successfully execute existing orders, improve its
order book position as well as sustain its market position and profitability, any change in government policies and
regulations, any higher than envisaged capex impacting financial risk profile would be the key rating sensitivities. Also,
stance of need based and timely support from its parent would be critical.

The rating also takes note of delay in servicing of debt obligations up to 24 days by IWL with respect to working capital
facilities (Buyers Credit, WCDL within CC limit) as the company could not access available funds to meet the debt servicing
obligations and also banks froze the limits post appointment of interim resolution professional (IRP) by NCLT.
Subsequently, NCLAT through its order dated July 28, 2017 declared earlier order by NCLT as illegal and allowed the
company to function independently through its Board of Directors and the company utilized available liquidity, support
from group companies and bank lines to meet its obligations. Insolvency proceeding was one off-event, which impacted
timely servicing of obligations for a brief period, despite having adequate funds.

Outlook: Negative

The outlook for the rating remains ‘negative’ on account of expected impact on the financial risk profile of the company
given the competitive intensity in wind power industry owing to transition from feed-in-tariff based mechanism to
auction based mechanism and subdued order book position of IWL in the near term. The outlook may be revised to
‘Stable’ if the company is able to improve its order book position while sustaining profitability and improve on receivables
position.

Detailed description of the key rating drivers

Key Rating Strengths

Strong Promoter group: IWL is part of INOX Group with presence in various businesses including Industrial Gases,
Refrigerants, Chemicals, Renewable Energy and Entertainment sectors. IWL’'s promoter and the parent company, Gujarat
Fluorochemical Ltd (GFL) which is the largest producer of refrigerants and polytetrafluoro ethylene in India by volume, is
the majority shareholder in IWL.

One of the leading players in WTG manufacturing: IWL is one of the leading Wind Turbine Generator (WTG)
manufacturers in India and provides integrated wind energy solutions with majority of the orders being executed on a
turnkey basis. IWL manufactures key components including Blades, Towers, Hubs and Nacelles in-house. In the recent

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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concluded bid by Solar Energy Corporation of India (SECI) in February 2017, IWL won 250-MW capacity out of total
tendered capacity of 1000 MW at a fixed tariff of Rs.3.46/kWh.

Technology tie-ups with AMSC Austria and WIND Novation, Germany: The company has a perpetual license from AMSC
Austria GmbH, a leading wind energy technology company based in Austria, to manufacture 2 MW WTGs in India based
on AMSC's proprietary technology. Also, IWL has taken over the rights to make Electronic Control Systems (ECS) for 2 MW
WTGs from AMSC which will further help in integrating the supply chain of WTG manufacturing. The company also has
non-exclusive licenses from WIND novation Engineering Solutions GmbH (based in Germany), for custom-made-rotor
blade-sets in variants of 93.3, 100 and 113 meter rotor blades.

Key Rating Weaknesses

Weak financial performance in FY17 and Q1FY18: During FY17, operating income of IWL declined by 22% to Rs.3480.32
crore and PAT declined by 33% to Rs.303.29 crore on account of relatively lower commissioned capacity. Further, with the
subdued order book, operating income declined by 74% to Rs.116.68 crore and the company reported net loss of
Rs.39.02 crore in Q1FY18 as against PAT of Rs.11.82 crore in Q1FY17.

As wind power industry is in transition phase (from feed-in-tariff-based mechanism to auction based mechanism), order
book of the company has declined to 300 MW (secured through SECI bid) and execution on the same is expected to start
from H2FY18.

High working capital intensity of the business: The company’s business is working capital intensive and it has high
receivables position. The receivable level as on June 30, 2017 has come down to Rs. 1984.3 crore as compared to Rs.
2382.3 core as on March 31, 2017. However, receivables realization is relatively slow and receivables level is still elevated.
Also, net working capital of the company has increased from Rs.1804 crore as on March 31, 3017 to Rs.2080 crore as on
June 30, 2017 on account of decline in creditors and increase in inventory.

The company had cash & bank balance of Rs.437.43 crore on a consolidated level as on March 31, 2017; however, part of
it has been utilized subsequently. The company also used Rs.100 crore of funds received from Inox Renewables Ltd
against ICDs given earlier and Rs.100 crore from IWISL for meeting its obligations.

Exposure to volatility in input costs and forex: The company derives all of its revenue from fixed price contracts.
Although the company generally procures raw materials and components in advance, unanticipated increase in costs or
delays in performing part of fixed price contract can negatively impact the profitability. Also, the company imports
significant portion of raw materials & components (around 62% for FY16), which exposes the company to the risk of any
adverse movement in foreign currencies.

Technological and competition risks: The company faces risks arising from technological changes and increasing
competition. The industry continues to be competitive in nature as customers look for efficient and cost effective
machineries/WTGs. Furthermore, the company’s financial performance would be dependent on the performance of
commissioned capacities as any negative deviation in the performance of the turbines could lead to penalties and loss of
trust among the customers.

Regulatory and Industry risks: The company is dependent on changes in policies of central and state governments in
India that encourage investment in power projects including renewable energy. With the successful auction by SECI at
attractive tariff, wind power industry’s transition from feed-in-tariff-based mechanism to auction based mechanism is
imminent. In such a scenario, near term revenue visibility has been impacted as majority of the future projects are
expected to be commissioned from next financial year. While the government’s focus on renewable power is expected to
result in long-term opportunities for the WTG manufacturers, competitive intensity could increase in auction based
mechanism. Thus, ability of IWL to improve its order book position while sustaining its profitability shall be crucial.

Analytical approach: CARE has taken a consolidated view of IWL.

Applicable Criteria

Rating Methodology: Manufacturing Companies
Criteria on assigning Outlook to Credit Ratings
Financial ratios — Non-financial sector

CARE’s Policy on Default Recognition

Rating Methodology: Factoring Linkages in Ratings

About the Company
IWL was incorporated in April 2009 by Gujarat Fluorochemicals Limited (GFL), the flagship company of the INOX group.
INOX group is having presence in various businesses including Industrial Gases, Engineering Plastics, Refrigerants,
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Chemicals, Cryogenic Engineering, Renewable Energy and Entertainment sectors. Besides IWL and GFL, other key
companies in the INOX Group include Inox Air Products Limited, Inox India Limited, Inox Renewables Limited and Inox
Leisure Limited. IWL is engaged in manufacturing of WTGs and in providing turnkey solutions for wind power projects
including wind resource assessment, site acquisition, and infrastructure development, supply of WTG, erection and
commissioning, and long term operations and maintenance. Since commencing operations in March 2010, IWL has
emerged as one of the leading WTG manufacturers in India.

In May 2017, Jeena & Company, one of the creditors’ of IWL, filed a petition with National Company Law Tribunal (NCLT)
against IWL on account of non-repayment of Rs.0.57 crore of outstanding amount against invoices raised in March 2017.
NCLT passed an order in July 2017 against IWL for starting of Corporate Insolvency Resolution Process (CIRP) w.e.f from
July 5, 2016 and appointed Interim Resolution Professional (IRP) vide its order dated July 11, 2017. Subsequently, IWL
initiated settlement and settled its dues with Jeena & Company. Furthermore, IWL challenged the same in National
Company Law Appellate Tribunal (NCLAT) on July 13, 2017. Accordingly, NCLAT through its order dated July 28, 2017
declared earlier order by NCLT as illegal and allowed the company to function independently through its Board of

Directors.

Brief Financials (Rs. crore) FY16 (A) FY17 (Brief Audited)
Total operating income 4474.31 3480.32
PBILDT 752.08 625.67

PAT 451.88 303.29
Overall gearing (times) 0.82 0.73
Interest coverage (times) 8.29 4.03

A: Audited

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

Rating History for last three years: Please refer Annexure-2

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: Mr Gautam Bafna

Tel: 011-4533 3256
Mobile: +91-98914 93443
Email: gautam.bafna@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.
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Annexure-1: Details of Instruments/Facilities

Name of the Date of Issuance Coupon Maturity Size of the Issue Rating assigned
Instrument Rate Date (Rs. crore) along with Rating
Outlook
Fund-based - LT- - - Mar-2022 259.58 CARE A-; Negative
Term Loan
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No. Instrument/Bank Type Amount Rating Date(s) & | Date(s) & | Date(s) & | Date(s) &
Facilities Outstanding Rating(s) | Rating(s) | Rating(s) | Rating(s)
(Rs. crore) assigned in | assigned in | assigned in | assigned in
2017-2018 | 2016-2017 | 2015-2016 | 2014-2015
1. [Fund-based - LT-Term LT 259.58 CARE A-;  [1)CARE AA-; - - -
Loan Negative Negative
(21-Jul-17)
2)CARE AA-;
Stable
(23-May-17)
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