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CARE REAFFIRMS THE RATING ASSIGNED TO THE SHORT-TERM BANK FACILITIES OF
LAURUS LABS PVT. LTD.
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Rating Rationale

The ratings assigned to the bank facilities of Laurus continues to take into consideration healthy growth in revenue
backed by strong demand for existing products globally, equity infusion by private equity investor and resultant
improvement in the capital structure, promoter’s experience, regulatory approvals from various countries for the
company’s manufacturing and research and development (R&D) facilities, healthy product pipeline, reputed customer
base coupled with strong flow of repeat orders, proven R&D capabilities and favourable industry prospects. The ratings
are, however, constrained by rise in debt-funded capacity expansion, high working capital requirements, decline in
profitability margins during FY15 (refers to the period April 1 to March 31) and risks associated with capacity expansion
planned during FY16. The ability of the company to maintain healthy growth in revenue and profitability, successfully
complete planned expansion without any adverse impact on the capital structure and, continuously add new products to
its portfolio in order to have a diversified revenue base are the key rating sensitivities.

Background

Incorporated in September 2005, Laurus Labs Private Limited (Laurus) is promoted by Dr C. Satyanarayana, Chief
Executive Officer (CEO) of the company. The company is primarily engaged in the manufacturing of active pharmaceutical
ingredients (APIs) and related intermediates with a strong presence in anti-retroviral (ARV) and oncology segments.
Headquartered in Hyderabad, the company’s manufacturing facility is located in Jawaharlal Nehru Pharma City,
Visakhapatnam. In FY08, the company entered into a strategic partnership agreement with Aptuit (Singapore) Pvt. Ltd.
(ASPL), subsidiary of Aptuit Inc. a US-based drug development services company. Consequent to the strategic partnership,
the name of the company was changed to Aptuit Laurus P Ltd. effective July 2007. In February 2012, Fidelity Growth
Partners India (Fidelity) acquired a stake in the company and pursuant to the same, the company has been renamed to
Laurus Labs Private Limited. During October 2014, Warburg Pincus through its affiliate Bluewater Investment Ltd.
invested Rs 300 crore in the company to meet growth requirements. Warburg Pincus has also acquired part stakes held
by Fidelity and a few other promoter associates.

The total operating income of the company grew by 16.7% to Rs 1,362.61 crore in FY15 and the company earned a net
profit of Rs. 73.57 crore during the same period (FY14: Rs.99.12 crore).
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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/regulators or others are welcome to write to care@careratings.com for any clarifications.
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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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