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October 28, 2022 

Chemiloids Life Sciences Pvt. Ltd.: Rating reaffirmed 

Summary of rating action  

Instrument* 
Previous Rated Amount  

(Rs. crore) 

Current Rated Amount 

(Rs. crore) 
Rating Action 

Long-term – Fund-based/Cash credit 10.00 10.00 [ICRA]BB+(Stable); reaffirmed 

Total 10.00 10.00   

*Instrument details are provided in Annexure-I 

Rationale  

The rating factors in Chemiloids Life Sciences Private Limited’s (CLSPL) extensive experience of more than four decades in 

manufacturing of herbal extracts and its diversified client base. Further, the customer concentration remained moderate with 

its top five customers accounting for 65-75% of the total sales in FY2021 and FY2022. The rating factors in the company’s 

comfortable financial risk profile, as indicated by a low gearing of 0.4 times as on March 31, 2022 and comfortable coverage 

indicators with an interest coverage of 15.4 times, Total Debt/OPBITDA of 1.0 times and NCA/TD of 62.3% in FY2022. 

The rating is, however, constrained by the company’s moderate scale of operations despite growth in revenues by 24.3% in 

FY2022 to Rs. 62.6 crore from Rs. 50.4 crore in FY2021. The company is expected to record a revenue growth of 10-15% in 

FY2023 on the back of healthy demand for the products. The rating is also constrained by high working capital intensity, owing 

to high inventory levels. Moreover, its inventory-holding increased in the last two years, leading to an increase in the working 

capital intensity to 49.9% in FY2022 from 34.0% in FY2021. The rating is constrained by the exposure of its profitability to 

fluctuations in raw material prices, as witnessed in the past, and stiff competition in the herbal extract manufacturing industry 

from both organised and unorganised players. 

The Stable outlook on the rating reflects ICRA’s opinion that the company would benefit from the extensive experience of its 

promoters and its financial profile would remain comfortable. 

Key rating drivers and their description 

Credit strengths 

Established track record in manufacturing of herbal extract products – CLSPL has been involved in the manufacturing of 

various herbal extract products since 1976. The company has approval from the Department of AYUSH, Government of 

Telangana, to manufacture more than 400 herbal extracts such as amla, ashwagandha, basil, neem, shikakai, etc. The company 

manufacturs both individual and mixed herbal extracts based on the orders received.  

Diversified and reputed customer base – The company supplies herbal extracts to domestic customers involved in 

manufacturing of ayurvedic formulations. Its diversified customer profile includes reputed names such as Charak Pharma 

Private Limited, Sundyota Numandis Pro Bioceuticals Pvt Ltd., Officedge India Private Limited etc. The customer concentration 

remained moderate with the top five customers accounting for 65-75% of the total sales in FY2021 and FY2022.  

Healthy capital structure and coverage indicators – The company’s capital structure is comfortable with a gearing of 0.4 times 

as on March 31, 2022 owing to low debt, which largely includes working capital borrowings. The company’s coverage indicators 

remained comfortable with an interest coverage of 15.4 times, Total Debt/OPBITDA of 1.0 times and NCA/TD of 62.3% in 

FY2022. ICRA expects the capital structure to remain healthy with steady year-on-year accretions and no plans of availing any 

term loans in the near term.   



  

 
www.icra .in 

Page | 2 

Credit challenges 

Moderate scale of operations – The scale of operations for the company has remained moderate despite a 24.3% increase in 

revenues to Rs. 62.6 crore from Rs. 50.4 crore in FY2021, limiting its financial flexibility. CLSPL recorded a revenue of Rs. 35.9 

crore in H1 FY2023 and is expected to post moderate revenue growth in FY2023 with steady order inflows. 

High working capital intensity – The working capital intensity of operations increased to 49.9% in FY2022 from 34.0% in FY2021 

on account of the increased inventory holding and receivables period. The company maintains high inventory due to 

seasonality in availability of the herbs. The inventory holding increased as on March-end because of bulk purchases of herbs 

in Q4 FY2022. With higher revenue in Q4 FY2022, the receivables also increased to 65 days as on March 31, 2022 from 36 days 

as on March 31, 2021 which in turn resulted in high working capital intensity of operations. ICRA expects the working capital 

intensity to remain high in the near term, given the seasonality in procurement of herbs. 

Intense competition in industry – The herbal extract manufacturers face stiff competition from organised and unorganised 

players. Further, the ayurvedic industry faces competition from other established allopathic drugs.  

Susceptibility of profitability to fluctuations in raw material prices – Raw material prices account for a large proportion of the 

total cost and are volatile because of its seasonality. Moreover, raw material prices and availability depend on climatic 

conditions. The raw material prices have increased in FY2022 and FY2023 and are expected to tone down profitability to an 

extent in the near term. 

Liquidity position: Adequate 

The liquidity position is adequate as reflected by Rs.11.2 crore buffer available in working capital limits along with around 

Rs.0.5 crore free cash and bank balances against nil repayment in the next 12 months. The company does not have any 

significant capex plans in the near term and is expected to meet the capex requirements through its available cash surplus. 

Rating sensitivities 

Positive factors – ICRA could upgrade CLSPL’s rating if there is material growth in the scale of operations while maintaining its 

profit margins. An improvement in liquidity position with better management of working capital cycle would be a critical trigger 

for an upgrade. 

Negative factors – Pressure on CLSPL’s rating could arise if a decline in revenues and operating margins or high dividend pay-

out results in lower cash flow generation. Further deterioration in the working capital cycle impacting the company’s liquidity 

position could also be a trigger for a rating downgrade. 

Analytical approach  

Analytical Approach Comments 

Applicable rating methodologies  Corporate Credit Rating Methodology 

Parent/Group support Not Applicable 

Consolidation/Standalone For arriving at the ratings, ICRA has considered standalone financials of CLSPL 

About the company 

CLSPL was established in 1976 as a partnership firm by Mr. G. Ganga Raju and his family. The partnership firm was converted 

into a private limited company in 2014. It is involved in manufacturing of herbal extract products, which are used in ayurvedic 

formulations. The company manufactures more than 400 herbal extracts such as amla, ashwagandha, tulsi, etc. CLSPL is a part 

of the Laila Group of Companies, which is into diverse businesses such as sugar, paper, nutraceuticals, hotels, education, etc. 

https://www.icra.in/Rating/ShowMethodologyReport/?id=728
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Key financial indicators (audited) 
 FY2021 FY2022 

Operating income 50.4 62.6 

PAT  6.3 7.5 

OPBDIT/OI  19.8% 18.9% 

PAT/OI  12.6% 11.9% 

Total outside liabilities/Tangible net worth (times) 0.5 0.7 

Total debt/OPBDIT (times) 0.3 1.0 

Interest coverage (times) 17.6 15.4 

PAT:  Profit after tax; OPBDIT:  Operating profit before depreciation, interest, taxes and amortisation; Amount in Rs crore;  

Note: All calculations are as per ICRA Research 

Status of non-cooperation with previous CRA: Not applicable 

Any other information: None  

Rating history for past three years 

 Instrument 

Current rating (FY2023) 
Chronology of rating history for the past 3 

years 

Type 

Amount 

rated  

(Rs. crore) 

Amount outstanding 

as of Sep 30, 2022 

(Rs. crore) 

Date & rating in 

FY2023 
FY2022 FY2021 FY2020 

Oct 28, 2022 Jul 30, 2021 - Jan 07, 2020 

1 Cash credit Long term 10.00 - [ICRA]BB+(Stable) [ICRA]BB+(Stable) - [ICRA]BB+(Stable) 

2 Unallocated Long term  - - - [ICRA]BB+(Stable) - [ICRA]BB+(Stable) 

Complexity level of the rated instruments 
Instrument Complexity Indicator 

Long term – fund based / Cash credit Simple 

The Complexity Indicator refers to the ease with which the returns associated with the rated instrument could be estimated.  

It does not indicate the risk related to the timely payments on the instrument, which is rather indicated by the instrument's 

credit rating. It also does not indicate the complexity associated with analysing an entity's financial, business, industry risks or 

complexity related to the structural, transactional or legal aspects. Details on the complexity levels of the instruments are 

available on ICRA’s website: www.icra.in 

  

https://www.icra.in/Rating/ShowRatingPolicyReport/?id=92&type=new
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Annexure I: Instrument details  

ISIN Instrument Name Date of Issuance Coupon Rate Maturity 
Amount Rated 

(Rs. crore) 
Current Rating and Outlook 

NA Cash credit NA NA NA 10.00 [ICRA]BB+(Stable) 

Source: Company 

 

Annexure II: List of entities considered for consolidated analysis: NA  
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with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating Agency 
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