ICRA

Sumanglam Wood Products (India) Private Limited

Instrument Amount Rating Action
Union Bank of India In Rs. Crore As on September 2016
Fund Based Limits- Long Term 6.00 [ICRA]B-; reaffirmed
Non Fund Based Limits- Short Term 10.00 [ICRA]A4; reaffirmed
Total 16.00

ICRA has reaffirmed its long-term rating on the Rs. 6.00 crore® fund based bank facilities of Sumanglam Wood
Products (India) Private Limited (SWPL)? at [ICRA]B- (pronounced ICRA B minus). ICRA has also reaffirmed
its short-term rating at [ICRA]JA4 (pronounced ICRA A four) on the Rs. 10.00 crore non fund based bank
facilities of SWPL.

ICRA’s rating reaffirmation takes into account the decline in the company’s operating and net profit margins in
FY2016 on account of the highly competitive nature of the timber industry. ICRA’s ratings also factor in the
vulnerability of the company’s profitability to changes in raw material prices and adverse foreign exchange
fluctuations, in the absence of any firm hedging mechanism. ICRA’s ratings also take into account the working
capital intensive nature of SWPL'’s operations, and the company’s reliance on bank borrowings for funding the
working capital requirements. Heavy reliance on external debt and declining profitability have resulted in a
highly leveraged capital structure, with gearing of 3.55 times in FY2016, and weak coverage indicators with
interest coverage of 1.21 times. Nevertheless, the ratings derives comfort from significant experience of the
management in the timber industry and the company’s diverse client base, consisting of a large number of
clients including government entities and players from industries such as real estate, packaging, construction,
etc.

Going forward, the company’s ability to register growth in revenues, improve its profitability and optimally
manage its working capital cycle will be the key rating sensitivities.

Company Profile

SWPL trades in lumber and chemicals like Ethyl Vinyl Accetate (EVA), and manufactures packing boxes and
pallets, with trading of timber contributing to ~90% of its total revenues. SWPL primarily imports timber from
New Zealand and South Asian and African countries.

Recent Results
SWPL, reported a net profit of Rs. 0.24 crore on an operating income of Rs. 29.34 crore for FY2016, as
compared to a net profit of Rs. 0.15 crore on an operating income of Rs. 19.66 crore for the previous year.
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1100 lakh = 1 crore = 10 million
2 For complete rating scale and definitions, please refer to ICRA’s website www.icra.in or other ICRA Rating
Publications.
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