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Dear Sir,

Sub:- Rationale/Reasons for fevisioii in. External Cre'dit Rating of the Company
from M/s. India Ratings & Research Pvt. Litd. :
Ref: Clarification sought bv NSE vide lts e-mall dated- 02/01/2017

With reference to the captloned matter, this is to inform you that our Company had made
an announcement to.all stock exchanges where the shares of the'Company are listed vide
its Letter dated- 31/12/2016 for downgrade of Long Term Issuer Rating by External
Credit Rating Agency M/s.| ' India Ratings & Research Private Limited (Ind-Ra) from
‘IND BBB’ to ‘IND BBB-’ for loan taken by the Company with effect from 30t
December, 2016. In this relatlon and further to the clarification sought by NSE vide its e-
mail dated-02/01/2017, we‘are enclosing herewith the copy of rationale/reasons for

revision of rating duly pubhs‘hed by the rating agency.

This is for your information %md record. -
i

Thanking You, |

Yours truly, : _ ‘
For Adhunik Industries Limited
. i -
\ B
Managing Director i
Name: Jugal Kishore Agarwal
DIN: 00227460 o
|
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India Ratings Downgrades Adhunlk Industrres to IND BBB
Outlook Stable

By Rohit Sadaka .~

India Ratings and Research (Ind Ra) has downgraded Adhunik Industries L|m|ted s (AIL) Long-
DEC 2016 Term Issier Rating to IND BBB-' from ‘IND BBB". The Qutlook is Stable. A full list of rating
actions is at the end 'of this commentary. ‘

KEY RATING DRIVERS

Deterioration in Credit Metrics: Ratlng downgrade refiects detenoratlon in. credlt metrics in FY16 against Ind-Ra’s
expectation of improvement. EBITDA interest cover (EBlTDA / interest cost) deteriorated to 1.4x in FY16 (FY15: 1.9x)
due to decline in EBITDA margin, though net Ieverage {net'debt / EBlTDA) remalned at 2.63x (2.68x) on account of
reduction in year-end debt. Debt decllned to INR721. 3 million at FYE1& (FYEIS INR1,052.8 million); the decline is
due to reduction in term debt and unsecured debt on account of repayment as well as lower use of working capital
debt. Based on 1HFY17 interest cover contrnued to remain low at 1.36x (1.81x) and annualised net leverage
deteriorated to 3.93x due to further reductron in EBITDA margin to 4.69% (1HFY16 6.74%), AlL's revenue remained

at INR4,101 miillion in FY16 (FY15: INR4,112 mrlllon), however, declined to INRZ,035.4 million in 1HFY17 (1HFY16: "
INR2,433.4 million) due to lower realrsatron desplte increase in volume.

Decline in EBITDA Margin: AlL's EBITDA margin declined in FY16'to 5.63% {FY15: 9,.37%) due ko reduction in
blended sales realisation to INR29 943/ton (INR30,155.9/ton) resulting in higher raw material cost and other
manufacturing cost as proportion of revenue EBITDA margin has further declined in 1HFY17 to 4.69% (1HFY16:
6.74%) due to further reduction in sales realrsatlon of TMT bars. Ind-Ra expects margin to remain low in 2HFY17.

Working Capital Intensive: All's buSiness is highly working capital intensive with net cash conversion cycle of
around 100 days-110 days. The net cash cycle improved to 77 days in FY16 due to fower inventory days while
maintaining payable days. The inventonf/ days declined to 77 days in FY16 (FY15: 119 days) due to reduction in raw
material holding and lower prices. The decrease in inventory days was supposted by higher payable days of 74 days in
Fy16 (FY15: 79 days), hence net cash (:jycle‘improved to 77 days (107 days}.

Comfortable Liquidity: All's Irqurdrty has remained- comfortable as reflected in positive free cash flow over FY13-
FY16. The company’s average maxrmum use of the working capital facilities was around 90% during the 12 months

ended November 2016,

Highly Competitive Business: AIL being a commodity player is exposed to the volatility in raw material and finished




goods prices. The EBITDA margin has been range bound between 7% and 9% over FY13 FYi6 on back of movement
in prices which declined to 4.7% in 1HFY17 :

RATING SENSITIVITIES

Positive: Sustained improvement in EBITDA ‘n’i"argin leading to interest cover maintained above 1.75x.could lead to a
positive rating action, ‘ ' ‘ -

Negative: Any debt led capex and/or decllne in EBITDA margin Ieadlng to net Ieverage above 4.5x and- deterloratmn
in interest cover below 1.25x could Iead to a negatwe rating action. : :

COMPANY PROFILE

AlL is a Kolkata-based company. The company‘ manufactures rolled prdducts mainly TMT bars, rounds and wire rods at
its plant located in Durgapur, West Bengal. ‘

AlL’s Ratings:

- Long-Term Issuer Ratlng downgraded to ‘IND BBB-; Qutlook Stable from ‘IND BBB’; Qutlook Stable
- INR59.4 million Long-term loan (reduced from INR143 .8 ‘miflion): downgraded to ‘IND BBB-"; Outlook Stable from

“IND BBB’; Outlook Stable :
- INR905.5 million fund based limit; downgraded to ‘IND BBB- Outlook Stable from ‘IND BBB'; Qutlogk Stable

- INR560 million non-fund based limit; downgraded to ‘IND A3’ from 'IND A3+’

SOLICITATION DISCLOSURES

Additional information Is available at www.indiaratings.co.in. The ratings above were solicited by, or on behalf of, the
issuer, and therefore, India Ratings has been compensated for the provision of the ratings. -

Ratings are not a recommendation or suggestlon, directly or indirectly, to you or any other person, to buy, sell, make
or hold any investment, loan or securlty or to undertake any investment strategy with respect to any investment, loan

or security or any ISSUEI’

DISCLAIMER

ALL CREDIT RATINGS ASSIGNED BY INDIA'RATINGS ARE SUBJECT TO CERTAIN LIMITATIONS AND DISCLAIMERS.
PLEASE READ THESE LIMITATIONS AND DISCLAIMERS BY  FOLLOWING - THIS LINK:
HTTPS:/fWWW.INDIARATINGS.CO.IN/ RAT[NG-DEFINITIONS IN ADDITION, RATING DEFINITIONS AND THE TERMS OF
USE OF SUCH RATINGS ARE AVAILABLE ON THE AGENCY 5 PUBLIC WEBSITE WWW, INDIARATINGS.CO.IN. PUBLISHED




RATINGS, CRITERIA, AND METHODGLOGIES ARE AVAILABLE FROM THIS SITE AT ALL TIMES. INDIA RATINGS' CODE OF
CONDUCT, CONFIDENTIALTTY, GONFLICTS OF.INTEREST, AFFILIATE FIREWALL, COMPLIANCE, AND OTHER RELEVANT
POLICIES AND PROCEDURES ARE ALSOI.AVAILABLE FROM THE CODE OF CONDleT SECTION OF THIS SITE.
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