
 

1 Credit Analysis & Research Limited 

 

Brief Rationale 

APRIL 13, 2015 

CARE REVISES THE RATING ASSIGNED TO THE LONG-TERM BANK FACILITIES OF  

ORCHID CHEMICALS AND PHARMACEUTICALS LIMITED 
Ratings 

Facilities 
Amount 

(Rs. crore) 
Ratings

1
 Remarks 

Long term Bank Facilities 1971.07 
CARE B- 

(Single B Minus) 
Revised from CARE C 

[Single C] 

Short term Bank Facilities 498.50 
CARE A4 
(A Four) 

Reaffirmed 

Total Facilities 2469.57   

Rating Rationale 

The revision in the long-term rating assigned to the bank facilities of Orchid Chemicals and Pharmaceuticals Limited (Orchid) 

takes into account the successful completion of sale & realisation of sale proceeds in respect of Orchid’s API business of 

penicillin & penem and resultant improvement in liquidity position of the company. 

The ratings, however, are constrained by the highly leveraged capital structure and low cash accruals in relation to debt 

levels. The ratings also take note of Orchid’s long track record of operations and its established presence as a bulk drug 

manufacturer. The ability of the company to stabilize the operations, improve revenue & profit margins from existing 

businesses and its leveraged capital structure would be the key rating sensitivities. 

Background 

Established in 1992, Orchid is an integrated pharmaceutical company with presence in bulk drug manufacturing, formulations 

and drug discovery. Orchid started its operations as a cephalosporin Active Pharmaceutical Ingredient (API) manufacturer 

with a focus on less regulated markets and largely remained so till 2004 before moving to formulations. During FY10 (refers to 

the period April 1 to March 31), Orchid sold its sterile injectable formulations business to Hospira Inc. The business transfer 

was completed in March 2010. Also, Orchid entered into a Business Transfer Agreement (BTA) with Hospira Inc., during FY13 

for the sale and transfer of Orchid’s API business of penicillin and penem, the API facility located in Aurangabad (Maharashtra) 

together with an associated R&D Infrastructure located in Chennai. The BTA was completed in July 2014. Orchid presently 

operates in API business (of antibiotics namely non-penicillin and non-cephalosporin) and oral formulation businesses of 

cephalosporin and non-antibiotics. 

For the fifteen months ending December 2014, Orchid has registered an after tax loss of Rs. 362 crore on a total income 

of Rs.1,449 crore. For the three months ended December 2014, Orchid has registered an after tax loss of Rs.120 crore on 

a total income of Rs.165 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. 

 

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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