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Nutra Specialities Private Limited

Instruments Amount Rating Action

Rs. Crores
Term loan facilities 19.89M [ICRA]BB+(Stable) (Reaffirmed)
Long-term fund based facilities 16.00% [ICRA]BB+(Stable) (Reaffirmed)
Short-term fund based facilities 8.20°! [ICRAJA4+ (Reaffirmed)
Short-term non fund based facilities 23.501 [ICRAJA4+ (Reaffirmed)

Menhanced from Rs. 14.43 crore; @ enhanced from Rs. 9.00 crore B revised from Rs. 13.20 crore ™
enhanced from Rs. 19.40 crore

ICRA has reaffirmed the long-term rating outstanding on the Rs. 19.89 crore® (enhanced from Rs. 14.43 crore)
term loan facilities and Rs. 16.00 crore (enhanced from Rs. 9.0 crore) long-term fund based facilities of Nutra
Specialities Private Limited (“NSPL”/ “The Company”)® at [ICRA]BB+ (pronounced ICRA double B plus). The
outlook on the long term rating is stable. ICRA has also reaffirmed the short term rating outstanding on the Rs.
8.20 crore (revised from Rs. 13.20 crore) fund based facilities and Rs. 23.50 crore (enhanced from Rs. 19.40
crore) non-fund based facilities of the Company at [ICRA]A4+ (pronounced ICRA A four plus).

The reaffirmation of the ratings take into account significant improvement in the operating margins in the past
fiscal on the back of better utilization of assets as well as continuous process improvement, improvement in
yield and aggressive purchase policy undertaken by the company. The ratings take into account moderation in
product and customer concentration over the past few years. The ratings also take in to consideration the long
standing experience of promoters in the pharmaceutical industry and established relationship with key
customers aiding in attaining repeat business orders. ICRA also takes cognisance of NSPL obtaining EDQM
license, which would aid the company in increasing its penetration in the highly regulated European markets.

The ratings, however, are constrained by weaker than expected revenues in the past fiscal due to de-growth in
some of the products owing to restraints faced; despite which the company witnessed a moderate growth in
other existing products. The Company has developed a new product— Pregabalin — for which drug licenses
have been obtained. ICRA notes that the proposal for contract manufacturing is in advanced stages and its
successful off-take could support revenue growth in future. Furthermore, the ratings remain constrained by the
working capital intensive operations owing to stretched collection periods and large inventory holding (though
the Company strategically held higher level of inventory due to import pressure from China), with the
consequent incremental debt requirement leading to high gearing and moderate coverage and debt protection
metrics. The Company has been undertaking steps to increase penetration in the highly regulated markets and
is making efforts in upgrading the quality standards and operating efficiency of its manufacturing facility for
stricter compliance with the regulatory norms. The Company as a part of PCB compliance has initiated
installation of new ETP, MEE and Solvent Recovery Plant, which would ease production bottlenecks and result
in additional capacity for future growth. The Company has undertaken a capex of Rs.11.10 crore for the said
upgradations, with a planned 70:30 debt funding, which is likely to keep the capitalisation and debt protection
indicators stretched in the near term.

Going forward, the ability of the Company to increase scale of operations while sustaining its margins, and
compressing its working capital cycle, would remain crucial to improving its credit profile. ICRA also takes
cognisance of the potential private equity funding which will aid in part retirement of NSPL’s external debt, as
well as fund the Company’s next phase of expansion and R&D, timely infusion of which remains a key rating
sensitivity. As such, ICRA will continue to monitor the developments in this regard and evaluate the impact of
the same on NSPL'’s credit risk profile.

Company Profile

Nutra Specialities Private Limited is a Chennai based pharmaceutical company incorporated in 2006 and
promoted by Mr. S. Abhaya Kumar and family members. The company was initially setup to manufacture
nutraceutical products, but the market for its products saw significant churn in 2007-08 when the Japanese
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manufacturers flooded the market with cheaper products. This forced the company to change its product mix
from Nutraceuticals to Active Pharmaceutical Ingredients (APIs). Currently the company has 15 products in its
portfolio and two products in the pipeline. The company primarily caters to the domestic and semi regulated
exports markets. NSPL’s manufacturing plant is located in Chandrapadiya Village near Nellore in Andhra
Pradesh and has an in-house R&D for process development and product testing. The manufacturing facility is
WHO-GMP compliant, ISO 9000:2008 certified and approved by the Council of Europe and KFDA (Korea Food
& Drug Administration).

Recent Results

As per the audited results for the year 2015-16, NSPL has reported a profit before tax of Rs.2.53 crore on an
operating income of Rs. 100.31 crore as against Rs. 2.66 crore profit before tax on an operating income of Rs.
99.70 crore for 2014-15.
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