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Rossari Biotech Limited: Ratings reaffirmed
Summary of rating action

Previous Rated Amount Current Rated Amount

Instrument* Rating Action
(Rs. crore) (Rs. crore) J

Fund-based Working Capital

- 82.00 147.00 [ICRA]AA- (Stable); reaffirmed
Facilities
Unallocated Limit 74.39 7.39 [ICRA]JAA- (Stable); reaffirmed
Non-fund Based Limit 23.61 25.61 [ICRA]JA1+; reaffirmed
Total 180.00 180.00

*Instrument details are provided in Annexure-I

Rationale

The ratings reaffirmation considers the extensive experience of the management and the established track record of Rossari
Biotech Ltd. (Rossari) in the speciality chemical manufacturing business, spanning around two decades. The ratings also
consider the company’s healthy financial risk profile, characterised by healthy profit margins and moderate working capital
intensity. Further, the capital structure and coverage indicators are strong, aided by healthy cash accruals, funds raised through
IPO and QIP in recent years and negligible debt levels.

ICRA also takes note of the healthy growth in revenue and profits in FY2022, aided by both organic growth and the impact of
acquisitions undertaken during the year, although there was some moderation in profit margin due to the sharp increase in
raw material prices. The acquisitions are expected to help the company diversify its product portfolio and other synergy
benefits and the same will be monitored. The ratings also factor in the company’s established market position in the textile
speciality chemical industry, its strong in-house research and development (R&D) facilities and established relationships with
a wide customer base.

The ratings are, however, constrained by the exposure of Rossari’s profitability to the adverse movement in raw material
prices, though the company has been able to pass on the price rise to its customers to a certain extent. Further, the ratings
factor in the competition in the specialty chemicals segment from domestic players as well as large multinational companies,
which restricts the pricing flexibility.

The Stable outlook on the [ICRA]AA- rating reflects ICRA’s expectation that Rossari’s credit profile will remain healthy in the
medium term, aided by its strong market position in several specialty chemical segments, experience of promoters, R&D
capabilities, scaling up of recently added capacities and benefits from acquisitions. With no major capex plan in the near term,
the leverage levels are expected to be maintained at healthy levels.

Key rating drivers and their description

Credit strengths

Experienced management and established market position with diversified product portfolio — The promoters are
technocrats, with an extensive experience in the chemical industry spanning over three decades. Rossari is well-established in
the specialty chemical business and caters to three broad segments — i) textile speciality chemicals (TSC) ii) home, personal
care and performance chemicals (HPPC), and iii) animal health and nutrition (AHN). It has a large diversified product portfolio
for various end-user industries.

www.icra .in



ICRA

Over the years, Rossari has emerged as a leading player in the textile chemical industry. In the last few years, it has also gained
traction in the HPPC segment, the share of which increased to 65.1%% in FY2022 from 56% in FY2021, aided by organic growth
and the acquisitions done during the year. The company had acquired two entities — Unitop Chemicals Pvt Ltd (Unitop) and
Tristar Intermediates Pvt Ltd (Tristar) - and also acquired a 50.1% stake in Romakk Chemicals Pvt Ltd (Romakk), which was
funded through funds raised from QIP and internal accruals. Partial pending payments for the acquisitions will be done over
the next two years. These acquisitions are expected to aid the company’s diversification and growth strategy and provide
synergy benefits in production and R&D and stronger presence in the high potential categories of HPPC and cross-sell
opportunities.

Strong R&D facilities for new product development and process innovations — While the company had in-house R&D
capabilities, the new acquisitions in the last one year have added to the Group’s R&D capabilities in complementary as well as
new chemistries, which will aid in new product development. New products being developed include green products in the
TSC segment, nanotechnology-based cleaning product and water treatment chemicals etc.

Established relationship with wide customer base of distributors and institutional customers — The company has a wide
customer base of over 500 clients, comprising reputed institutional players and distributors. The company has had long-term
relationships with several customers, getting repeat orders. In several cases, it supplied customized products to customers,
which improved the stickiness of relationship. The company’s exports have increased and it has explored new customer
segments and channels. The developments on this front will be monitored.

Strong financial risk profile — The company continued to witness healthy revenue growth in FY2022, with 55% growth at a
standalone level and 110% growth on a consolidated basis, aided by the acquisitions. The growth was also aided by a ramp-up
in operations of the Dahej unit, which had commenced operations in FY2021. The profits also witnessed healthy growth,
although profit margins witnessed some moderation with OPM at 11.95% and NPM at 6.48% on consolidated basis, compared
to OPM of 17.35% and NPM 11.23% in FY2021, mainly due to a sharp increase in raw material costs that could not be fully
passed on. The operations continued to have moderate working capital intensity and the capital structure and coverage
indicators remained healthy with minimal debt levels and healthy cash accruals.

Credit challenges

Susceptible to volatility in sharp raw material price fluctuations and forex movements — The company’s profitability remains
vulnerable to the volatility in raw material prices and foreign currency exchange rate fluctuations. The company’s key raw
materials are acrylic acid, acetic acid, silicone oil, etc, whose prices are linked to crude oil and are volatile in nature. In FY2022,
due to the sharp movement in raw material prices, the OPM of the consolidated entity moderated to 11.95% from 17.35% in
FY2021, although the absolute profits witnessed growth. The impact was, however, mitigated by partial pass-through of input
cost fluctuations by the company.

Moreover, imports contribute ~20% to its raw material consumption and the natural hedge in the form of exports remains
limited, making the company’s profitability vulnerable to sharp foreign currency exchange rate fluctuations to the extent
unhedged. However, ICRA takes note of the steps taken by the company to reduce imports. Moreover, exports have been
increasing, improving the natural hedge.

Intense competition - The company faces competition from domestic and international players, which limits the pricing
flexibility and restricts the margin to an extent in several segments.

Liquidity position: Strong

The consolidated entity witnessed a healthy growth in cash accruals in FY2022 and is expected to grow in the current fiscal
too. The healthy expected cash accruals, unencumbered cash and investments (~Rs. 52.53 crore as on March 31, 2022) and
unutilised working capital limits (Rs. 172 crore fund-based limits with negligible utilisation in last 12 months) support the
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company’s strong liquidity position against which it has modest capex plans and no long-term repayment obligations, although
it has deferred liabilities related to the acquisition of Rs. 152.8 crore to be paid over FY2023 and FY2024.

Rating sensitivities

Positive factors — The ratings may be upgraded if the company is able to demonstrate a healthy improvement in scale and
margins along with the diversification of revenue mix and customer base on a sustained basis, while maintaining the working
capital intensity and credit metrics.

Negative factors - The ratings could be downgraded if there is a sustained decrease in the scale of operations, or profitability,
or higher-than-anticipated debt-funded capex or stretch in the working capital cycle that will weaken the liquidity position.

Analytical approach

Analytical Approach Comments

Corporate Credit Rating Methodology
Rating Methodology for Entities in the Chemical Industry

Applicable rating methodologies

Parent/Group support Not Applicable

For arriving at the ratings, ICRA has considered the consolidated financials of Rossari. The

SelillC R bl il subsidiaries and JVs of Rossari that have been considered are enlisted in Annexure 2.

About the company

Rossari Labtech was established in 2003 as a partnership firm of Mr. Edward Meneze and Mr. Sunil Chari. It was subsequently
rechristened as Rossari Biotech Limited and converted to a limited company in 2009. On July 23, 2020, the company got publicly
listed on the BSE and the NSE. Rossari Biotech Limited manufactures speciality chemicals with focus on three business
verticals - home, personal care, performance chemicals (HPPC), textile speciality chemicals (TSC) and animal health and
nutrition (AHN). Within the three verticals, it has over 4,250+ products catering to diverse end-user industries. Its
manufacturing facility at Silvassa has a current annual installed capacity of 1,20,000 MTPA. It has also set up a new unit at
Dahej with an annual capacity of 1,32,500 MTPA, which was fully operational by March 2021. It also has two state-of-the-art
R&D laboratories at its Silvassa plant and IIT Mumbai. The promoters of the company are technocrats and have an extensive
experience of over 25 years in the chemical industry.

Key financial indicators (audited)

Rossari Consolidated FY2021 FY2022
Operating income 709.35 1,482.97
PAT 79.64 96.15
OPBDIT/OI 17.35% 11.95%
PAT/OI 11.23% 6.48%
Total outside liabilities/Tangible net worth (times) 0.37 0.56
Total debt/OPBDIT (times) 0.00 0.05
Interest coverage (times) 41.13 14.01

PAT: Profit after tax; OPBDIT: Operating profit before depreciation, interest, taxes and amortisation; Amount in Rs crore
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Status of non-cooperation with previous CRA: Not applicable
Any other information: None
Rating history for past three years

Chronology of rating history

Current rating (FY2023) N

Amount . Date & Date &
Ihetrment Amount Cutstanding Date & rating Date & rating in FY2022 ratingin  ratingin
ey DGOliEnd Ui FY2021  FY2020
(Rs. crore) 31, 2022 b
(Rs.crore) ~ September09, o0 2021 July 14, 2021
2022
, Working Long 147,00 ] [ICRAJAA- [ICRAJAA- [ICRAJAA- ] ]
Capital term (Stable) (Stable) (Stable)
2 Unallocated Long 239 i [ICRA]AA- [ICRA]AA- [ICRA]AA- i i
Limit term (Stable) (Stable) (Stable)

Non Fund- Short
3 o 25.61 - [ICRAJAL+ [ICRAJAL+ [ICRA]AL+ - -
based limit term

Complexity level of the rated instruments

Instrument Complexity Indicator

Working Capital Very Simple
Unallocated Limit Very Simple
Non Fund-based limit Very 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
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Annexure I: Instrument details

Coupon

Amount Rated

Current Rating and Outlook

ISIN Instrument Name Date of Issuance Rate Maturity

NA Working Capital NA NA NA
——DA Ukallocstedbirnit S NA NA

NA Non Fund-based limit NA NA NA

(Rs. crore)
147.00 [ICRAJAA- (Stable)
7.39 [ICRAJAA- (Stable)
25.61 [ICRAJAL+

Source: Company

Please click here to view details of lender-wise facilities rated by ICRA

Annexure ll: List of entities considered for consolidated analysis

Company Name RBL Ownership
Buzil Rossari Private Limited 100.00%
Rossari Personal Care Products Private Limited 100.00%
Unitop Chemicals Pvt. Ltd. 65.00%
Tristar Intermediates Private Limited 76.00%
Romakk Chemicals Private Limited 50.10%
Hextar Unitop SDN BHD 50.00%*

Consolidation Approach
Full Consolidation
Full Consolidation
Full Consolidation
Full Consolidation

Equity Method
Equity Method

*Holding by Unitop Chemicals Pvt Ltd

Source: RBL;

Corrigendum:

Document dated September 09, 2022 has been revised with changes as below:

- Revision in the key financial indicators for FY2022 on page number 3
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ABOUT ICRA LIMITED

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and financial services
companies as an independent and professional investment Information and Credit Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a Public Limited Company,
with its shares listed on the Bombay Stock Exchange and the National Stock Exchange. The international Credit Rating Agency
Moody’s Investors Service is ICRA’s largest shareholder.

For more information, visit www.icra.in
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