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Himadri Speciality Chemical Limited: [ICRAJAA-(Negative)/Al+ ratings assigned to
enhanced bank limits

Summary of rated instruments

* Previous Rated Amount Current Rated Amount a ;
Instrument Rating Action
(Rs. crore) (Rs. crore)

Non-convertible Debenture 150.00 150.00 [ICRA]AA_. (Negative)
Outstanding
[ICRA]AA- (Negative)

T L 2. 145.

erm toan >2.86 >-03 Assigned/Outstanding

Fund-based Limits 671.00 805.83 ICRAIAA- (Negative)
Assigned/Outstanding

Non-fund Based Limits 752.00 865.00 ICRAIAA- (Negative)/AL+
Assigned/Outstanding

Commercial Paper 300.00 300.00 [ICRA]JA1+ Outstanding

Total Rs. 1,925.86 crore Rs 2,265.86 crore

Rationale

The assigned ratings consider the deterioration in demand for Himadri Speciality Chemical Limited’s (HSCL) products post
the Covid-19 pandemic and the risk of further slippages because of weaknesses across its main user industries viz.
aluminium, graphite, and automobile tyres. Consequently, HSCL’s financial performance in FY2021 is likely to moderate
further compared to FY2020 levels. The above risks are heightened by the company’s high cost inventory of carbon black,
which would exert additional pressure on margins. Nevertheless, HSCL’s overall liquidity position remains strong,
especially after refinancing the major portion of its long-term debt at attractive terms. ICRA notes that HSCL’s debt
repayment liabilities are low, which would keep its debt coverage indicators at a comfortable level even under a
stretched market scenario.

The ratings also draw comfort from HSCL’s large scale and backward integrated nature of manufacturing operations,
which help the company control its costs and product quality. The ratings favourably factor in the diversified product
basket of the company, which finds usage in the aluminium smelting, graphitisation, dyes, tyres, paints and other
chemical-related products manufacturing industries. ICRA notes that the company’s 5-lakh-metric-tonne-per-annum
(MTPA) coal tar distillation plant is the largest in India that produces coal tar pitch of various grades and naphthalene for
further processing into sulphonated naphthalene formaldehyde (SNF) and is integrated with carbon black (CB)
manufacturing lines and a 20-MW power plant. HSCL is looking to introduce value-added products, including specialty
blacks. Market acceptance and consequent scale up of these businesses would provide a scope for improvement of
business margins in the long run. The long-term rating is, however, constrained by the cyclicality in the company’s user
industries viz. aluminium and graphite and the weak financial position of its overseas subsidiaries. Given the
accumulated losses, HSCL provisioned its entire investment in these companies in FY2020 including loans and advances
extended.

Going forward, HSCL’s debt coverage indicators would continue to remain comfortable notwithstanding the expected
moderation in FY2021. The company has already refinanced, at attractive terms, its debt repayment obligations for the
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current year. Consequently, net repayment obligations are limited, which along with decrement of earlier planned capex
is likely to keep the company’s overall liquidity position strong despite the market downturn.

Key rating drivers and their description

Credit strengths
Large scale integrated operations — HSCL's scale of operations is large and integrated, starting from coal tar distillation
to manufacturing of various carbon-based products and power generation.

Dominant status as operator of the single largest coal tar distillation unit in India — HSCL operates the largest coal tar
distillation plant in India. The company enjoys competitive advantage due to its large scale of operations, compared to
other entities that are in the similar business.

Strong market position in domestic coal tar pitch and carbon black businesses — The company has a strong market
position in the domestic coal tar pitch and carbon black businesses. It has the largest market share in coal tar pitch
business and the third largest market share in the carbon black business.

Steady reduction in debt leading to improvement in capital structure — HSCL utilised its cash flows from the business to
prepay its long-term debt. It also reduced its working capital debt, resulting in a steady decrease in the overall debt and
an improvement in capital structure over the years.

Credit challenges

Deterioration in market conditions post the Covid-19 pandemic— HSCL’s market conditions deteriorated sharply post
the Covid-19 pandemic. ICRA notes that weak market conditions across its user segments would keep cash flows under
check in the current financial year.

Exposed to business cycles — Over 50% of HSCL’s sales are derived from the cyclical aluminium and graphite electrode
industries, which expose its cash flows to business cycles. This results in variation in return indicators. Stability in
business returns at a healthy level is a key rating sensitivity.

Large capex to be undertaken — HSCL is expected to make a sizeable investment to set up an advanced carbon products
manufacturing line. Timely scale-up in production and sales levels of these materials would be the key rating factors.
However, the company has delayed the capex, given the current market conditions.

Sharp deterioration in carbon black prices — HSCL's profit margins have been further impacted by a sharp deterioration
in carbon black prices. This coupled with its high-cost inventory of carbon black resulted in an inventory write down in
FY2020. Moreover, the risk of further slippages remains because of more correction in carbon black prices in the current
financial year.

Weak overseas subsidiaries — The financial positions of HSCL's overseas subsidiaries are weak, which resulted in the
company writing off a sizeable investment in these subsidiaries.

Liquidity position: Strong

HSCL’s liquidity is strong on account of its steady cash flow from operations, healthy cash and liquid investment balance
as on date and adequate headroom in its working capital limit. In FY2021, the company had a large repayment of ~Rs.
166 crore, the major part of which has been refinanced with a fresh debt of Rs. 130 crore drawn at favourable terms.
Subsequently debt repayment commitments would be low and ICRA expects HSCL to be able to comfortably meet its
near-term commitments through internal accruals and yet be left with sufficient cash surpluses.
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Rating sensitivities

Positive triggers — Given the Negative Outlook, an upgrade in the long-term rating is unlikely in the near term. The
outlook may be revised if the company is able report a RoCE of over 15% on a sustained basis.

Negative triggers —Pressure on HSCL’s rating could arise if the current slowdown in the aluminium, graphite and
automobile industries continues for a sustained period, leading to a pressure on the company’s business
volumes/margins and cash flows. A large debt-funded capital expenditure or adverse regulation in the industry can also
result in a rating downgrade.

Analytical approach

Analytical Approach Comments

Corporate Credit Rating Methodology
ICRA’s approach for rating commercial papers

Applicable Rating Methodologies

Parent/Group Support Not applicable.
The rating is based on the consolidated financial profile of the company. As on
March 31, 2020, the company had one operating overseas subsidiary and one
Consolidation/Standalone stepdown subsidiary, which are enlisted in Annexure 2. Given the accumulated
losses in the books of the subsidiaries, HSCL wrote off its investments in these
companies in FY2020.

About the company

Himadri Speciality Chemical Limited (HSCL) is an integrated manufacturer of various carbon-based products starting from
coal tar. The company operates a 5,00,000- MTPA coal tar distillation unit in West Bengal. Various distillates of the plant
are used to manufacture coal tar pitch (CTP), various types of carbon blacks (CB), sodium naphthalene formaldehyde
(SNF) and other advanced carbon-based materials. The coal tar distillation unit is the single largest such facility in India
and the company commands a leading position in the domestic CTP and CB markets.

HSCL reported a standalone profit after tax of Rs. 81.0 crore on an operating income of Rs. 1,804.1 crore in FY2020.

During the last financial year, the company reported a consolidated net profit of Rs. 205.4 crore on an operating income
of Rs. 1,806.4 crore.

Key Financial Indicators (Standalone, Audited)

FY2018 FY2019 FY 2020
Operating Income (Rs. crore) 2022.6 2424.2 1804.1
PAT (Rs. crore) 247.6 324.2 81.0
OPBDIT/ Ol (%) 22.42% 23.28% 16.6%
PAT/OI (%) 12.19% 12.92% 4.49%
Total Outside Liabilities/Tangible Net Worth (times) 0.7 0.7 1651.5
Total Debt/OPBDIT (times) 1.5 0.8 1.7
Interest Coverage (times) 6.4 7.9 5.5
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Key Financial Indicators (Consolidated, Audited)

Operating Income (Rs. crore)
PAT (Rs. crore)
OPBDIT/ Ol (%)
PAT/OI (%)

Total Outside Liabilities/Tangible Net Worth (times)
Total Debt/OPBDIT (times)
Interest Coverage (times)

FY2018
2021.5
247.6
22.38%
12.2%

0.4
13
6.4

FY2019
2424.2
324.2
23.28%
13.4%

0.3
0.8
7.9

Status of non-cooperation with previous CRA: Not applicable
Any other information: None

Rating history for last three years:

Instrument
Non-

convertible
Debenture

Term Loan
Fund Based
Limits
Non-Fund

Based Limits

Commercial
Paper

FY 2020
1806.4
205.4
16.33%
11.4%

0.3
1.7
5.4

Current Rating (FY2021) Chronology of Rating History for the past 3 years
Amount Amount DatF & Dat.e &. Dat_e &. Dat_e &. Dat_e &_
Rated Outstand Rating Dat.e & Rating in Rating in Ratingin  Ratingin
(Rs. ing (R Rating FY2020 FY2019 FY2019  FY2019
Type crore)  Crore) 2370420 500420  14-Oct-19  19-Sept-18  30-Jul-18  02-Jul-18
[ICRAJAA-  [ICRA]AA- [ICRAJAA- [ICRA]AA-
Long-Term 150 50 (Negative) (Negative) (Stable) (Stable)
145.03 [ICRAJAA-  [ICRA]AA- [ICRAJAA- [ICRA]AA-
Long-Term 145.03 (Negative) (Negative) (Stable) (Stable)
805.83 [ICRAJAA-  [ICRA]AA- [ICRAJAA- [ICRA]AA-
Long-Term 389 (Negative) ((Negative) (Stable) (Stable)
Long-Term 865 [ICRAJAA-  [ICRA]AA- [ICRAJAA- [ICRA]AA-
& Short- - (Negative) (Negative)/A (Stable)/A  (Stable)/Al+
Term JAl+ 1+ 1+
Short 300 - [ICRA]JAL+ [ICRA]JAL+ [ICRAJAL+ [ICRA]AL+ [ICRA]AL [ICRA]JAL+
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

ISIN No

NA

INEO19C07031
NA
NA

NA
NA

Instrument Name
Non-convertible
Debenture?
Non-convertible
Debenture

Term Loan

Fund Based Limits
Non-Fund Based
Limits

Commercial Paper!

Date of
Issuance /
Sanction Coupon Rate

29-10-2013 12.50%
2017 -

Maturity
Date

28-10-2020
2026

Amount

Rated

(Rs. crore)

100.00

50.00
145.03
805.83
865

300

Current Rating and
Outlook

[ICRA]JAA- (Negative)

[ICRA]JAA- (Negative)
[ICRA]AA- (Negative)
[ICRA]AA- (Negative)
[ICRA]JAA-
(Negative)/Al+
[ICRAJAL+

Source: Himadri Speciality Chemical Limited

Annexure-2: List of entities considered for consolidated analysis

Company Name
AAT Global Limited

Shandong Dawn Himadri Chemical Industry Limited

! Yetto be placed

www.icra.in
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100.00%
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Full Consolidation
Equity Method
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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

www.icra.in 6


mailto:jayanta@icraindia.com
mailto:soumyajyoti.basu@icraindia.com
http://www.icra.in/

ICRA

ICRA Limited

Corporate Office

Building No. 8, 2nd Floor, Tower A; DLF Cyber City, Phase II; Gurgaon 122 002
Tel: +91 124 4545300

Email: info@icraindia.com

Website: www.icra.in

Registered Office
1105, Kailash Building, 11th Floor; 26 Kasturba Gandhi Marg; New Delhi 110001
Tel: +91 11 23357940-50

Branches

Mumbai  + (91 22) 24331046/53/62/74/86/87

Chennai + (91 44) 2434 0043/9659/8080, 2433 0724/ 3293/3294,
Kolkata + (91 33) 2287 8839 /2287 6617/ 2283 1411/ 2280 0008,
Bangalore + (91 80) 2559 7401/4049

Ahmedabad+ (91 79) 2658 4924/5049/2008

Hyderabad + (91 40) 2373 5061/7251

Pune + (91 20) 2556 0194/ 6606 9999

© Copyright, 2020 ICRA Limited. All Rights Reserved.

Contents may be used freely with due acknowledgement to ICRA.

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

www.icra.in 7


mailto:info@icraindia.com

