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Sub: CARE rating upgraded for Long Term and Short Term Bank Facilities of the
Company - reg.
Ref : Security Code: 524709 - Symbol:NACLIND

In compliance with Regulations 30, and other applicable provisions and Schedules of
Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015 (‘Listing Regulations’), we would er to inform that,
CARE has upgraded the rating for Long Term Bank Facilities to ‘CARE A-’ Stable
(Single A Minus; Outlook:Stable) from ‘CARE BBB+’; positive (Triple B plus; Outlook:
Positive) and Short Term Bank Facilities to ‘CARE A2’ (A two) from ‘CARE A3+’ (A
Three Plus).

The details CARE rating rationale issued on 05th October, 2017 is attached.
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Yours faithfully

for NACL Industries Limited
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Encl: a/a
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Detailed Rationale & Key Rating Drivers
The revision in the ratings of NACL Industries Limited takes into account improved financial performance

during FY17 {refers to the period April 01 to March 31} marked by incregsein the fatal operating income and

profitabillty marging, realization of the pending insurance claim which led to easement of working capital and
improvement i the operational performance. The ratings also factor in established track record of the
campany in the pesticide business, experienzed managersent and diversified protduet range with presence
‘across the domestic and International iarkets,

Thi ratings, however, are constrained by mioderate overall pearing, dependence upon ronsoon and ciimatic
conditions, exposure o Tovelan exchange fluctuation risk and working capital intensive nature of the
operation,

The ability of the company to seale up its operations, ‘introduce: new products in both technics! and
formulations segments, improve its profitability marging and manage its working capital efficiently are the Ky

rating senshtivities,

Detailed descrintion of the key rating drivers

Key ratlng strengths

Improved. operations! performance duhffsg Fraz

During FYLY, the sapatity utifization ‘of the sormpy i tethnlesl wnd Yormulation divistons have been
ncreased to 78% and 100% (from S55% and 93%) respectively, primarily oo account of good monsoon

compared to the last iy vears,

Stabie growthin total operating income with improved profitability marging
The. total operating income of ‘the company has grew by ~6% Lo from Rs 10189 crore during FY16 to
B 7458 Crove 10 FYAY, primarily on atcaunt. ol better Mo comparas 1o the last Ywo years. During

CLIFYER, the company has achigved revenue of Rs. 12187 crors asapainst Bs A 79,09 crore in CAEYLY, The

% - s e Il . s e 30 E . .y o § 3. & . ok i '
tomplete definition of the ralings ossigned are ovoiloble 0t www.corerotings.com and other CARE
publicotions:
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ot iy the revenue,

preditebility marging of the company have improved during Y17 on account of ir

introduction of new produsts in the market and receipt of pending Nsuranc

Estoblished track record and experienced management in pesticide industry

NACL has been engaged In the operation of manufacturing and seiling of pesticides for more than two
decades. Mr V Vijave Shankar, Managing Director {MDy) of the company has vasl experience in various
chemical industries and extensive experignce in Fertilizer and Automobile sectors over the last three gecades,
The MD s supported By's team of gualified and experienced professionals.

Diversified product range and geographicelly fow revenue concentrativn risk both from domestic and
internationol morket:

The company's products include the entire range.of pesticides such a3 Insectithdes, Fungicides and Herbicides
that cater to all the pest problems of major crops grown i india, The company’s produce portfolio includes
over 85 bvands with # strong network of about 13,000 deslers across the country. In the total operating
Income the domestic sales to export sales is 8515,

Key roting weokness

Maderate finoncial risk srofile

The overall gearing of the company have improved frons. 1.48x ason March 31, 2016 10 125 sy on March 31,
2017 on account of scheduled repayment of term debt and accretion of giofits to netwarth, The tebt
coverage ratio total debt/GCA kmproved from 7.08x in FYLE to 6.07¢ in Y17 Further the interest coversge
ratio of the comipany has also improved from 2.06x in FY16 16 2 31k in FY17,

Highly dependent upon monsoon and climatic conditions

The pasticide industry derfves fts sales from the agriculture sectors which'is Righly dependent upon mohsoons

as well asincidence of fungal/pest attack on crops: The large temporal and spatisl variation n the rainfall
during the season had stlverse dmpact on the productivity and production of major khard TrOpS T thig
countryexcent vice, k

Ex;msma to foreign exchonge fluctuation risk:

The company is engaged in export and import tranisactions which subjects  to risk associated with volatility i
the exchange rates. On account of foreign exchange fluctustion, the company has incurred o ret Torex loss of
about R, D26 crore during FY17,

Warking capital intensive nuture of the dndustry:

The warking capital cytle continue to remain slongated, The average aperating cycle for the company wag st
145 days in FY17 as sgainst 132 days in FYA6, primarily on account of high lnventory nolding perind gy
improvedcraditor perind,

Analytical approach: Standalone

CARE has anslyzed NACL's credit profite by considering the standalone Hnandal statements a5 company

dossn't have subsidiades.

Applicable criteriy;
g Outlook to Credit Batines

Criteria gn gasiy
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CARE's Palloy on Default Recognition

Criteria for Short Term Instruments

Haling Methodology ~ Pesticide Companies

Pinangad ratios - Non-Fingnelal Sector

About the company

NACL Industries 1td (Erstwhile Nagariuna Agrichem Lt NACLY was Wgorporated in November 1886, The
campany has its presence in the sgrochemical iedustry and is engaged in manufacturing of pesticides {viz,

Harblides, Insecticides, Fungicides); both technical and formulations, The compary has preseace boath in

Hoerestic ¥ well 35 expgorts market with majnr export destinations being lapan, WSA, Australiy, Switzeriand,
Beigham ete, The company has slready registered few brand products in countries Le Myanmar, Ethiopia and

Zambia and further it s in process of registering few more brands. NACL sccessed primnary capital market

durlng 1993:94 in BSE arcd NSE on April 07, 2017, The company’s installed rapacity in technica! division Js. 7,500

metrictonsfkilo Bters and 37,800 metric tons/kilo 1ers in formulation division,

| Total oparatng income , :

PRILOT ‘ 6240 7420
pay ‘ §.98 26,18
Gvarsl] gearing {tirmes) 1.48 125
ieterast coverage [thmes) 206 '2‘33;

Status of non-cooperation with previous CRA: NA
Any other information: NA

Rating Hyismw forlast three years: Please refer Annexire-2
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