
National Stock Exchange of India Ltd. BSE Limited 
Exchange Plaza, Plot no. C/1, G Block, Phiroze Jeejeebhoy Towers, 
Bandra-Kurla Complex, Bandra (E) Dalal Street 
Mumbai - 400 051 Mumbai- 400 001 

Security Symbol: IOLCP Security Code: 524164 

IOLCP/CGC/2019 
02 July 2019 

Dear Sir, 
Sub: Upgrading of Credit Rating 

Pursuant to Regulation 30 and any other provisions of the SEBI (Listing Obligations and Disclosure 

Requirements) Regulations, 2015, this is to inform you that CARE Ratings Limited has upgraded the credit 

rating for banking facilities availed by the company, as per details given below: 

Facilities Amount (Rs. crore) Rating Rating Action 

Long term Bank 368.54 CARE A-; Stable Revised from CARE BBB+; 

Facilities (Single A Minus; Outlook: Stable' (Triple B Plus; 

Stable) Outlook: Stable) 

Short term Bank 170 CARE A2+ (A Two Plus) Revised from CARE A2 (A 

Facilities Two) 

A copy of the press release issued by the CARE Ratings Limited disclosing the detailed rationale is enclosed 
herewith for your information please. 

You are requested to kindly take the same on record. 

Thanking you, 

Head Office: 85, Industrial Area 'A', Ludhiana. 141 003 (Pb.) India CIN - L24116PB1986PLC007030 
Ph. : +91-161-2225531-35 Fax: +91-161-2226929, 2608784 email : contact@iolcp.com Website : iolcp.com 
Regd. Office: Trident Complex, Raikot Road, Barnala - 148 101 (Pb.) India 
Works: Village Fatehgarh Channa, Mansa Road ( Trident Complex) District - Barnala, 148101 State - Punjab, INDIA. 
Ph.: +91-1679 -285285-86, Fax: +91-1679-285292 



Annexure 2 
Press Release 

Ratings -· . 
Facilities Amount Rating1 Remarks 

(Rs. crore) - ·- 
, Long-term Bank 

CARE A-; Stable Revised from CARE 
368.54 (Single A Minus; BBB+; Stable (Triple B 

Facilities Outlook: Stable) Plus; Ou_tlook: .:5tabl~}_ 

Short-term Bank I CARE A2+ Revised from CARE A2 

Facilities ' 
170.00 (A Two Plus)_ __ (AT~~_) ____ - - 

· Total 538.54 
(Rs. Five Hundred Thirty Eight 

I _ Crore and Fifty-Four lakhs Only) 
- Details of instrument,s/faci!itie.s in Annexure-1 

Detailed Rationale & Key Rating Drivers 
The revision in the ratings assigned to the bank facilities of IOL Chemicals ond phormoceuticals umited 
(IOL) rakes into occoont the improvement in the operotionoi performance of the company reiteae» by 
significant growth in total income and expansion in margins resulting in healthy growth in cash accruals. 
Tile revision in ratings also Jae.tors in improvement in financial risk profile marked by improvement in 
gearing and strengthening of debt service metrics. The ratings cominve to derive comfort from the 
experience of the promoters and the management team, integrated manufacturing [aciiities and wetl­ 
establisl1ed marker position in key product (Ibuprofen) manufactured by it .. The ratings however, remain 
conscroined by row material ovailabilicy and price votouut» risk, and proauc; concentration in revenue 

profile. 
Going forward, the obifity of the company to report further improvement in operational performance 
and diversify the revenue stream would be key roting sensitivities. 

Detailed description of the key rating drivers 
Key Rating Strengths 
Improvement in operational performance 
During FY19, the company registered a significant growth of 68.37% in total operating income to 
Rs.1685.33 er (PY: Rs.1000.96 er), driven by increase in sales volumes and higher sales realization. Tile 
same was due to expansion in the manufacturing facility amid supply constraints leading to increased 

demand of its two major products viz. Ibuprofen (API} and Ethyl Acetate. 
IOL's profitr.1bility margins improved significantly as reflected by increase in PBILDT margin by 1230 bps 
to 24.41% (PY: 12.11%). Further, the PAT margin increased to 14.03% during FY19 (PY: 2.76%) on 

account of lower interest costs. 

tcomplcte dcjfnitions of the ratings assigned arc ovoilobtc er www.carcrotings.com and in other CAHE publi,ot1ons. 
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Improvement in financial risk profile: 
The overall gearing of the company improved to 0.82x as on March 31, 2019 vis-a-vis 2.09x as on March 
31, 2018 on account of accretion of profits to net worth coupled with repayment of debt. Consequently, 
the debt to equity ratio also improved to 0.46x as on March 31, 2019 as compared to 1.11x as on March 

31, 2018. 
The total debt to GCA also improved to 0.96 years during FY19 vis-a-vis 7.28 years during FY18 owing to 
reduced amount of debt along with increase in the scale of operations with improved profitability 

margins. 
Further, the interest coverage ratio improved to 8.0lx during FY19 (PY: 1.89x), due to higher total 
income and the subsequent increase in PBILDT. The capital structure of the company is expected to 
improve in the near term owing to the prepayment of term loans and conituned generation of healthy 

profits. 

Experienced promoters and management team: 
The promoter Mr. Varinder Gupta has more than three decades of experience and is ably supported by 
Mr. Vijay Garg {Joint Managing Director} with substantial experience in IOL and other related industries. 
The management team is also supported by a highly experienced and technically qualified team of 

professionals at various designations. 

Well established business position: 
IOL has a market presence across more than 50 countries with sales contribution from exports forming 
around 38% of the total sales in FY19 (PY: 36%). The company's overseas customers are spread across 

several countries including Brazil. Hungary, USA, Indonesia, Bangladesh etc. 
Moreover, the company is one of the largest manufacturer of Ibuprofen (capacity of 12000 MTPA) and 
has the second largest manufacturing capacity {12000MTf>A} for lso Butyl Benzene (key raw material for 
Ibuprofen). In addition, IOL manufactures other chemicals which include Ethyl Acetate, Acetyl Chloride 
and Mono Chiaro Acetic Acid, and other APls which include Metforrnin. Clopidogrel and Fenofibrate. 

Integrated manufacturing facilities: 
IOL has an integrated manufacturing facility for chemicals and APls. The chemical manufacturing 
facilities of the company give the advantage of backward integration for final pharmaceutical products 
like Ibuprofen. The backward integrated plants add to the strength of the company as major raw 
materials for Ibuprofen (45% of the total raw material cost) which include Isa Butyl Benzene, Acetyl 
Chloride and Mono Chiaro Acetic /\cid are produced in-house by the company. 
Funtier, the Company also has a 17 MW co-generation captive power plant which produces steam and 
power. The same gives IOL the advantage of lower power related expenses. In addition, steam produced 
from the plant is used in the manufacturing of most of the Key Starting Materials {KSM) of APls in-house. 

Key Rating Weaknesses 
Concentrated revenue stream 
IOL derives more than 90% of the revenue from the sale of two products viz. ibuprofen (59.73% of the 
total sales} and Ethyl Acetate (30.90% of the total sales) which exposes the company to revenue 
concentration risk. However from FY18 onwards, the company has been diversifying its product 
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portfolio by manufacturing new APls which include Metformin, Clopidogrel and Fenofibrate (4.03% of 
total sales in FY19). 

Raw material ovailabllity and price volatility risk 
Raw materials consumed remain the major cost driver for IOL. It procures majority of the raw materials 
from domestic market (703/:i}. The prices of the same are volatile in nature and prices have fluctuated in 
the past. However, the company has been successful in passing on the rise in prices of ,aw materials to 

the customers without affecting the margins. 

Regulatory Risk 
The pharmaceutical industry is highly regulated in many other countries and requires various approvals, 
licenses, registrations and permissions for business activities. Any delay or failure in getting approval for 
new product launch could adversely affect the business prospect of the company. However, the 
company's manufacturing facility of Ibuprofen has been approved by USFDA in July 2015 and the next 
audit from USFDA is due in FY20. In addition, the company has also received approvals from the 

pollution control boards indicating compliance with regulatory norms. 

Adequate liquidity position 
IOL's liquidity position is adequate as reflected by the current ratio of 1.90x as on March 31, 2019(PY: 
l.23x). The company's operating cycle improved to S4 days as on March 31, 2019 (PY: 80 days) on 
account of reduction in inventory days frorn 96 days as on March 31, 2018 to 56 days as on March 31, 
20J9 due to the changes implemented in the production facilities for the debottlenecking of the 
manufacturing processes which led to a reduction in the work-in-progress inventory. FLJrther, the 
average fund based limit utilization stood at 53.33% for trailing 12 months ending May 2019 as 
compared to 79.08% for trailing 12 months ending October 2018. The improvement in limit utilization is 
on the back of increasing cash accruals which are being used both for capex and funding of working 
capital. Liquidity is also aided by free cash and bank balance of Rs. 27.88 er as on May 31., 2019. 
Repayment of scheduled term debt overt he next l.2 months stands at Rs.19.97 er. 

Analytical approach: Standalone 

Applicable Criteria: 
Criteria on assigning Outlook to Credit Retings 
CAR f's Policy on Default Recognition 
Rating Methodology-Manufacturing Companies 
Criteria for Short Term Instruments 
Financial rntios - Non-Financial Sector 

About the Company 
IOL was incorporated as a public lirnited companv in seotember 29, 1986 by Mr. Varinder Gupta and Mr. 
Rajinder Gupta (promoter of Trident Limited, rated CARE AA-; Stable/ CARE Al+} to setup acetic acid 
manufacturing facility. IOL's manufacturing facility is located at Barnala, Punjab, having total capacity of 
1,22,448 Metric Tonne Per Anm1m (MTPA} as on March 311 2019. IOL is involved in manufacturing of 
Chemicals (Ethyl acetate, aceivl chloride, iso-bvtvt benzene etc.) and Active Pharmaceutical Ingredients 
(Ibuprofen, metforrnin, etc.l. As on May 31 2019, the total installed capacity of Ibuprofen 1s 12000MTPA. 
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Brief Flnanclals (Rs. crpre) - -· • =~~I ·- FY18 __ {A} :- FY19(A) -- - 
Total operating income 1002.86 1687.58 
PBILOT 121.43 411.90 
PAT 27.70 236.70 
Overall gearing (times) 2.09 0.82 
interest coverage (times} 1.89 8.01 

A: Audited 

Status of non-cooperation with previous CRA: Not Applicable 
Any other information: Not Applicable 
Rating History (Last three years): Please refer Annexure-2 

Annexure-1: Details of Instruments/Facilities 

I ··------ 7· --· ,--- - - -1 Size of the Issue Name of the Date of Coupon Maturity Rating assigned I 

l Instrument I Issuance Rate Date (Rs. crore) along with Rating I 
I 

Outlook 

I 1 er m Loan-Long - - March 2024 188.54 CARE A-; Stable 

Te(ln -·- - -- 
Non-fund based • . 170.00 CARE A:?+ I 
ST !3G/LC 
Fund-based - t.T- ; - I - 18000 CARE A-; Stable 

Working Capital I 
Limits I ---~- - -- 

Annexure-2: Rating History of last three years 

-- 
Sr. Name of the Current Rcltings Rating hlstory 

No. Instrument/Sank Type Amount Rating Date(s) & Date(s) & Date(s) & Date(s) & 

Facilities Outstanding Rating(s) Rating(s} Rating(s) Ratlng(s) 

(Rs. crore) assigned In assigned in assigned In assigned in 

2019-2020 2018-2019 2017-2018 2016-2017 -- - , ..... 
1)CAR.E -· l l)fARE ' 

L Term Loan-Lone LT 188.54 CARE A-; 1 )CARE 

Term Stable 13813""; ena-. ' DB; Stable I 
Stable Stable (06-Feb· I 
{31-Dcc- (15-Mar- 17) 

I 18) 18) 
I ' 
i - 

2. Non-Iu nd-based - ST 170.00 CARE - l)CARE A2 1)CARE AJ 1)CARE M 

I ST-BG/LC f\?.+ (31-0ec (l5-Mar- (06-Fcb- 

I 18) 18} 17) 

:i. Fund-b;i,ed - LT- Ll 180.00 CARE A-; - l)CARE l)CARE l}CME 

I Working Ct1rital Stable BBB+; BBB-; BB; Stable 

Limits I 
Slab le Stable (06-Feb- 

I 
(31-Dec- (15-Mar- 17) 

18) 18) 

------- - - --·- - ----- -- - - 
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Note on complexity levels of the rated instrument: CARE has cf ossified instruments rated by it on the 
basis of complexity. This classification is available at www.careratings.com. tnvestors/morket 
intermediaries/regulators or others ore welcome to write ta care@careratings.com for any clarifications. 

Contact us 

Media Contact: 
Name: Mradut Mishra 
Contact no.: +91-22-6837 4424 
Email ID - rnradul.mishra@careratings.com 

Analyst Contact: 
Name: Mr. Nitesh Ranjan 
Tel: 011-4533 3239 
Mobile: + 91 9654107900 
Erna ii: n uesh.ra njan@careratings.com 

Business Development Contact: 
Name: Swati Agrawal 
Contact no. : +91-11-4533 3200 
Email ID: swati.agrawal@careratings.com 

About CARE Ratings: 
CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one 
of the leading credit rating agencies in India. CARE is registered with the Securities and Exchange Board 
of tndia (SEBI) and also recognized as an External Credit Assessment institution (ECAI) by the Reserve 
Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market built around 
investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the 
corporates to raise capital for their various requirements and assists the investors to form an informed 
investment decision based on the credit risk and their own risk-return expectations. Our rating and 
grading service offerings leverage our domain and analytical expertise backed by the methodologies 
congruent with the international best practices. 

Disclaimer 

CARE's ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse 
or recall the concerned bank facilities or to buy, sell or hold any security. CARE has based its 
ratings/outlooks on information obtained from sources believed by it to be accurate and reliable. CAR£ 
does not, however, guarantee the accuracy, adequacy or completeness of any information and is not 
responsible for any errors or omissions or for the results obtained from the use of SLtCh information. 
Most entities whose bank facilities/instruments are rated by CARE have paid a credit rating fee, based 
on the amount and type of bank facilities/instruments. I 
In case of partnership/proprietary concerns, the rating /outlook assigned by CARE is based on the capital . 
deployed by the partners/proprietor and the financial strength of tile firm at present. The rating/outlook . 
may undergo ~han~e in ~~se of wit~drawal of capital or the unsecured loans brought in by the I 
partners/proprietor 1n addition to the financial performance and other relevant factors. 
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