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Azam Rubber Products Limited: Rating downgraded to [ICRA]D

Summary of rating action

Current Rated Amount

Instrument* Rating Action

(Rs. crore)
Issuer Rating - [ICRA]D; downgraded from [ICRA]C+
Total -

*Instrument details are provided in Annexure-1

Rationale

The revision in rating is on account of delays in debt repayments owing to the stretched liquidity position of the
company. ICRA takes note of weak financial profile as reflected by decline in operating income in FY2019 (provisional) to
Rs. 65.64 crore from Rs. 85.01 crore in FY2018, leveraged capital structure and weak debt coverage indicators.

Going forward, the company’s ability to improve its liquidity position and service its debt in a timely manner will be the
key rating sensitivity.
Outlook: Not applicable

Key rating drivers

Credit strengths

Experienced management with established track record in footwear industry — The management of ARPL is well
qualified and the promoters have over three decades of experience in the footwear industry.

Credit challenges

Stretched liquidity position resulted in delays in debt servicing —=There have been delays in debt servicing owing to the
stretched liquidity position of the company.

Liquidity Position:

There have been delay in debt servicing owing to the stretched liquidity position of the company.

Analytical approach:

Analytical Approach Comments

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

Applicable Rating Methodologies

Parent/Group Support Not applicable

Consolidation / Standalone The rating is based on standalone profile of the company
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About the company

Incorporated in 1994, ARPL is promoted by Mr. Azam Khan. The company is manufactures footwear including hawai (flip
flop) slippers, sandals and sports shoes, etc. and has two manufacturing units located at Gorakhpur Industrial
Development Authority (GIDA), Gorakhpur, Uttar Pradesh, with a total installed capacity of 4.35 crore pairs of footwear
annually. Hawai slippers are produced and ethylene vinyl acetate/polyvinyl chloride (EVA/PVC) footwear is produced.
The main raw material used by the company is rubber, EVA and PVC, which it procures domestically. The products of the
company are marketed in UP, Bihar, Jharkhand, Chhattisgarh and MP, under the brand name ARP through a network of
around 250 dealers.

Key financial indicators (audited/provisional)

FY2018(audited) FY2019(Provisional)

Operating Income (Rs. crore) 85.01 65.64

PAT (Rs. crore) -1.85 -1.00

OPBDIT/OI (%) 31.09% 13.34%

RoCE (%) 7.26% 5.31%

Total Debt/TNW (times) 1.81 1.68

Total Debt/OPBDIT (times) 3.06 8.34

Interest coverage (times) 2.93 1.98

Source: The provisional numbers are provided by the company

Status of non-cooperation with previous CRA: CARE has moved the CARE D rating to issuer
noncooperation category in March 2018 due to non-availability of the requisite information to carry out rating exercise.

Any other information: None

Rating history for last three years:

Chronology of Rating History for the

Current Rating (FY2019) Past 3 Years
Date & Date & Date &
Amount Amount Dat.e & Rating in Rating in Rating in
Rated Outstanding Rating FY2020 FY2019 FY2018
Instrument Type (Rs. crore) (Rs. crore) July 2019 April2019 - -
1 Issuer Rating Long - - [ICRA]ID [ICRA]C+ - -
Term

Complexity level of the rated instrument:

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The
classification of instruments according to their complexity levels is available on the website www.icra.in
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Annexure-1: Instrument Details

Date of Amount

Issuance / Maturity Rated Current Rating
ISIN No Instrument Name  Sanction Coupon Rate Date (Rs. crore) and Outlook
Issuer Rating - - - - - [ICRAID

Source: Azam Rubber Products Limited

Annexure-2: List of entities considered for consolidated analysis- Not applicable
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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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ICRA ratings should not be treated as recommendation to buy, sell or hold the rated debt instruments. ICRA ratings are subject to a process of
surveillance, which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current opinion on the relative capability of the issuer
concerned to timely service debts and obligations, with reference to the instrument rated. Please visit our website www.icra.in or contact any ICRA
office for the latest information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources believed by it to
be accurate and reliable, including the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information provided by it.
While reasonable care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of any
kind, and ICRA in particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such
information. Also, ICRA or any of its group companies may have provided services other than rating to the issuer rated. All information contained
herein must be construed solely as statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication
or its contents
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