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Instrument Amount Rating Action
(Rs. Crore’) June 2015

Long-Term Fund Based Limits” (5.0) [ICRA]JA+ (Stable) / Revised from [ICRA]JA

(Stable)
Long-Term Non-Fund Based (15.00) [ICRA]JA+ (Stable) / Revised from [ICRA]JA
Limits™ (Stable)
Short-Term Fund Based Limits 40.00 [ICRA]JAL+ / Revised from [ICRA]JAL
Short-Term Non-Fund Based Limits 15.00 [ICRA]JAL+ / Revised from [ICRAJAL

# Sub-limit of short-term fund based limits; ** Inter-changeable with short-term non-fund based limits

ICRA has upgraded the long-term rating outstanding on the Rs.5.00 crore long-term fund based (sub-
limit) facilities and the Rs.15.00 crore long-term non-fund based (interchangeable) limits of Adcock
Ingram Limited (“AIL”/the company”)" from [ICRAJA (pronounced ICRA A) to [ICRAJA+ (pronounced
as ICRA A plus). The outlook on the long term rating is stable. ICRA has also upgraded the short term
rating outstanding on the Rs.40.00 crore short-term fund based facilities and the Rs.15.00 crore short-
term non-fund based limits of AIL from [ICRA]JAl (pronounced as ICRA A one) to [ICRA]JALl+
(pronounced as ICRA A one plus).

The rating upgrade takes into consideration strengthening of AlL’s financial profile driven by relatively
higher revenue share from margin-accretive business in addition to nil debt position, which has
resulted in improved margins and healthy accruals and strong coverage metrics as on 31* March,
2015. Furthermore, the favorable change in parentage of Medreich Limited (Medreich, rated [ICRA]JA+
(Stable)/Al+), being one of the JV partners following the acquisition of the entire shareholding of
Medreich by Meiji Seika Pharma Co. Limited, Japan during February 2015 is also a positive. AlL
derives strength by virtue of being a JV between Adcock Ingram Holdings Limited and Medreich (a
100% subsidiary of Meiji Seika Pharma Co. Limited, Japan), which provides it with opportunities to
expand presence in the South African pharmaceutical market and leverage on cost competitive
manufacturing capabilities, respectively. In addition, steady increase in volumes from iNova
Pharmaceuticals Pty Limited, which account for 13.7% of its revenues has also supported AlL’s growth
and earnings over the last four years.

The rating strengths are, however, partially offset by AlL’s flat revenue growth during 2014-15 on
account of drop in volumes from AIHL’s South African government business segment, relatively high
customer and geography exposure. Although its affiliation with AIHL is a positive and supports
business operations, any weakness / adverse regulatory changes or pricing-led competition in the
South African pharmaceutical market could impact the Company’s performance. Further, the
Company’s revenue growth over the near-to-medium term is expected to remain moderate in the
absence of any capacity augmentation considering that the existing facilities are operating close to
optimum utilization levels. Going forward, the Company’s ability to diversify its business mix in favour
and maintain its strong financial profile will be key rating sensitivities.

Company Profile

AlL, established in 2007, is a joint venture between Medreich Limited, a 100% subsidiary of Meiji Seika
Pharma Co. Limited, Japan (Medreich, 50.07% stake) and the South Africa-based Adcock Ingram
Holdings Limited (AIHL, 49.93% stake). The Company is engaged in the manufacture of
pharmaceutical formulations through its facilities at Bangalore, catering principally to part of AlHL’s
branded generic business. Apart from catering to AIHL, AIL also provides some outsourced
formulation manufacturing services to Medreich and iNova Pharmaceuticals. AIL has a single
manufacturing unit located in Bangalore with a manufacturing capacity of about 33 crore tablets per
month

" 100 lakhs = 1 crore = 10 million
T For complete rating scale and definitions, please refer to ICRA’s website www.icra.in or other ICRA Rating
Publications.


http://www.icra.in/

Recent Results
For 2014-15, AIL reported net profit of Rs.41.5 crore on operating income of Rs.258.8 crore as against
net profit of Rs.40.8 crore on operating income of Rs. 261.7 crore in 2013-14
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