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To

Listing Department,

BSE LTD.

Phiroze Jeejeebhoy Towers,
Dalal Street,

Mumbai - 400 001.

Scrip Code: 530803

Listing Department,
NSE LTD.

Exchange Plaza,

BKC, Bandra (E),
Mumbai 400 051.

Scrip Code: BHAGERIA

Sub : Ratings from Credit Analysis & Research Ltd. (CARE) - Disclosure under Regulation 30
of the SEBI (LODR) Regulations, 2015

Dear Sir,
With reference to the above subject, we wish to inform you that Credit Analysis & Research Ltd.
(CARE) has reviewed and given the ratings as under.

Amount
Facilities (Rs. Rating Rating Action
Crore)
: Revised from
CARE BBB* (Triple |  ARE BBB;Stable
Bank Facilities -Fund Based-LT 4.92 B Plus; Outlook : (Triple ’B'
Stable) Qutlook: Stable)
" Revised from
CARE BBB+ (Triple | - )rE BBB:Stable
Bank Facilities -Fund Based-LT 30.00 B Plus; Outlook : (Triple ’B'
Stable) Outlook: Stable)
Revised from
Bank Facilities -Fund Based-ST 53.00 g CARE A3+
(A Three Plus)
Revised from
Bank Facilities -Non-Fund Based-ST 1.00 Cawag CARE A3+
(A Three Plus)
Total Facilities 88.92

We are enclosing herewith a copy of the Formal Rating Letter issued by CARE.
We request you to kindly take the above documents on record.

Thanking You.
Yours faithfully,
For BHAGERIA INDUS

Ww&

Authorized Signatory
Fmail id - snt@bhageriagroup.com

Incl: As above.
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No. CARE/HO/RL/2017-18/4365

Mr. Suresh K Bhageria
Chairman
Bhageria Industries Limited
1002, Topiwala Centre, Off 5. V. Road,
Goregaon West
Mumbai - 400062,
February 19, 2018

Confidential

Dear Sir,

Credit rating for bank facilities

On the basis of recent developments including operational and financial performance of your company

for FY17 (Audited) and 9MFY18 (Provisional}, our Rating Committee has reviewed the following ratings:

_ Facilities “":; TT'::::;} Rating’ Rating Action
Long-term Fund Based Bank 4,92 I CARE BBB+; Stable
Facilities (Term Loan) (Reduced from 6.42 crores) [Triple B Plus; Outlook: Re”[".edl from ':‘:REIE B Stable
| Stable] .."_iTnp ?B, Outlook: Stable)
Long-term Fund Based Bank 30.00 CARE BBB+; Stable " Revised from CARE BBE; Stable
Facilitiss {Reduced from 105 crores) [Triple B Plus; Outlook: (Triple B; Outlook: Stable)
Stable] |
Shart-term Fund Based Bank 53.00 CARE A2 Revised from
Facilities {enhanced from 40.58) [A Two) CARE A3+
o (AThree Plus}
Shart-term Non Fund Based 1.00 CARE A2 Revised from
Bank Facilities {Reduced from B crores) [A Two] CARE A3+
- (A Three Plus)
Total Facilities 88.92
(Rupees Eighty eight crore
and ninety two lakhs only)

2. Refer Annexure 1 for detalls of rated facilities.

3.  The rationale for the rating will be communicated to you separately. A write-up (press release)
on the above rating is proposed to be issued to the press shortly, a draft of which is enclosed
for your perusal as Annexure-2. We request you to peruse the annexed document and offer
your comments if any. We are doing this as 2 matter of courtesy to our clients and with a view

to ensure that no factual inaccuracies have inadvertently crept in. Kindly revert as early as

‘complete definition of the ratings assigned are available ot www.careratings.com and other CARE publications
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possible. In any case, if we do not hear from you by February 21, 2018, we will proceed on the

basis that you have no any comments to offer.

CARE reserves the right to undertake a surveillance/review of the rating from time to time,
based on circumstances warranting such review, subject to at least one such

review/survelllance every year.

CARE reserves the right to revise/reaffirm/withdraw the rating assigned as also revise the
outlook, as a result of periodic review/surveillance, based on any event or information which in
the opinion of CARE warrants such an action. In the event of failure on the part of the entity ta
furnish such information, material or clarifications as may be required by CARE so as to enable
it to carry out continuous monitoring of the rating of the bank facilities, CARE shall carry out
the review on the basis of best available information throughout the life time of such bank
facilities. In such cases the credit rating symbaol shall be accompanied by "ISSUER NOT
COOPERATING". CARE shall also be entitled to publicize/disseminate all the afore-mentioned

rating actions in any manner considered appropriate by it, without reference to you.

CARE ratings do not take into account the sovereign risk, if any, attached to the fareign

currency loans, and the ratings are applicable only to the rupee equivalent of these loans.

Users of this rating may kindly refer our website www.careratings.com for latest update on the

outstanding rating.

CARE ratings are not recommendations to sanction, renew, disburse or recall the concerned

bank facilities.
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If you need any clarification, you are welcome to approach us in this regard.

Thanking you,
Yours faithfully,

v/ WA sseqc«w@

Anusha Shanbhag Vikash Ag
Analyst Senior Manager
anusha.shanbhag@careratings.com vikash.agarwal @careratings.com
Encl.: As above
Disclaimer

CARE’s ratings are opinions on credit guality 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, CARE 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 such 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 facilitiesfinstruments.

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 the firm at present. The rating/outiook may undergo change in case of
withdrawal of capital or the unsecured loans brought in by the partners/proprietor in addition to the financial
| performance and other relevant factors.
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Annexure 1

Details of Rated Facilities

1 Long-term facilities

1.A. Secured Rupee Term Loans

— (Rs. crore)
Sr. No. Name of Bank Sanctioned Limit Rated Amount
Outstanding
1 ICIC] Bank 7.00 4.92
TOTAL 7.00 4.92*
Total rated secured term loan {1.A.)..... Rs. 4.92 crore
1.B. Fund Based limits
(Rs. Crore)
Sr.No. | Name of Bank Fund Based Limits
| Buyers’ Credit Total fund-based limits
1 | EXIM Bank 30.00 30.00
| TOTAL 30.00 30.00
Total fund based long-term facilities (1.B.).......Rs. 30.00 crore
2. Short-term facilities
2.A. Non fund based limits
[Rs. Crore)
Sr. No. Name of Bank Fund Based Limits
B fCFC{PCﬁFDBP Total fund-based limits
1 Yes Bank 50.00 50.00
2 Oriental Bank of Commerce 3.00 3.00
TOTAL 53.00 53.00
Total short-term facilities (2.A.).... Rs. 53.00 crore
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2.B. Non fund based limits

Rs. Crore
5r. Na, Name of Bank Fund Based Limits
LC/BG Total fund-based limits
1 Criental Bank of Commerce 1.00 1.00
TOTAL 1.00 1.00

*BG= Bank Guarantee; LC= Letter of Credit

Total short-term facilities (2.B).... Rs.1.00 crore

Total facilities (1.A+ 1.B+2.A+2.B}.... Rs. 88.92 crore
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Annexure 2

Press Release
Bhageria Industries Limited

{A Three Plus}

Total Facilities

88.52
{Rupees Eighty eight crore and
ninety two lakhs only)

Ratings
Facilities Amount Rating" Rating Action
| (Rs. crore)
Long-term Fund Based Bank 4.92 CARE BBE+; Stable Revised from CARE BRB:
Facilities (Term Loan) ‘ {Reduced from 6.42 crores) [Triple B Plus; Outlook: Stable] Stable
({Triple B; Qutlook:
Stable)
Long-term Fund Based Bank 30.00 Revised from CARE BBB; |
Facilities (Reduced from 105 crores) CARE BBB+; Stable Stable |
[Triple B Plus; Outlook: Stable] {Triple B; Outlook:
- _stable)
Short-term Fund Based Bank 53.00 CARE A2 Revised from
Facilities tenhanced from 40.58) [A Two] CARE A3+
| {A Three Plus)
Short-term Mon Fund Based | 1.00 CARE A2 Revised from
Bank Facilities (Reduced from 8 crores) [A Two] CARE A3+

Details of instrumentsdfacilities In Annexure-1

Detailed Rationale & Key Rating Drivers

The revision in the ratings assigned to the bank facilities of Bhageria Industries Limited (BIL) factors in

the growth in revenues coupled with improvement in profit margins leading to higher gross cash

accruals and comfortable debt coverage indicators in FY17 and 9MFY18 (refers to the period from April

01 to December 31). Furthermore, the revision in ratings factor in the successful commissioning of its

39MW,4,) solar power plant at Ahmednagar, Maharashtra in July 2017 along with reduction in total debt

levels in the month of February, 2018 leading to improvement in capital structure.

The ratings further continue to derive strength from BIL's long track record coupled with extensive

experience of the promoters in the dyes and pigment segment, diversified clientele base and short

operating cycle.

3

‘Complete definitions of the ratings wssigned are available Fwww,caremtr'ngs. com and in other

CARE publications.
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However, the above strengths are tempered by BIL's modest scale of operations, customer
concentration risk along with susceptibility of its profit margins to volatile raw material prices and
foreign exchange fluctuations. Furthermore, the strengths are offset by BIL's solar power plant which is
yet to turn profitable at PBT levels.

Going forward, BIL's ability to increase its scale of operations, improve profit margins amidst increasingly
competitive environment, fluctuations in foreign exchange rates/ volatile raw material prices along with
sustaining comfortable capital structure with effective management of working capital cycle and
successful completion of amalgamation of Nipur Chemicals Limited (NCL} with itself would be the key
rating sensitivities. CARE would also monitor the performance of the recently commissioned solar power

plant and cash flow from the same.

Outlook: 5table

Detailed description of the key rating drivers

Key Rating Strengths

Growth in revenues coupled with improvement in profit margins in FY17 and 9MFY18

During FY17, the company’s income from operations improved to Rs. 346.44 crore as compared to
Rs.239.48 crore in FY16. This reflects an improvement of 45% in FY17 on a y-o-y basis as compared to
FY16 wherein BIL witnessed de-growth of around 42% in total operating income as compared to FY15
levels, The growth in revenues in FY17 is mainly on account of increase in volumes sold of Vinyl Sulphone
(Sulpho VS.), H Acid and Gamma Acid coupled with increase in realisation from sale of all products
except H acid. BIL's operating profitability margins improved from 11.54% in FY16 to 18.23% in FY17 as a
result of increase in realisation from sales of all its products except H acid. Consequently, PAT margins
have improved from 6.40% in FY16 and to 12.56% in FY17, This has actually led to increase in gross cash
accruals for the period under review. Further, in 9MFY18, BIL's PBILDT margins improved to 23.30% from
19.60% earned during the same period last year on the back of robust sales and higher realisations from
its current basket of products coupled with increase in revenue earned by BIL from sale of electricity

generated by its solar power plant.

X
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Successful commissioning of its 39MW(y, solar power plant at Ahmednagar, Maharashtra in July,
2017; albeit the operations are yet to turn profitable at PBT levels

In the second half of fiscal FY17, BIL had undertaken a project to install 39MW,., solar power plant at
Ahmednagar, Maharashtra and has successfully commissioned the same in July, 2017, In 9MFY18, BIL
earned revenue of Rs. 14.18 crores from the Solar business (including Rs 11.17 crore from the
Ahmednagar plant). However, the solar power plant at Ahmednagar is yet to turn profitable at PBT

levels as it is in its nascent stage of operations with a track record of about less than a year.

Comfortable capital structure and debt coverage indicators

The gearing levels of the company deteriorated from 0.19x as on March 31 2016 to 0.68x as on March 31
2017 (net of FD margin kept against the buyers’ credit of Rs, 70 crores) owing to loans availed to fund
on-going capex towards the 39MWy, solar power plant being constructed by BIL at Ahmednagar,
Maharashtra. Further, the gearing levels have remained stable at 0.70x as on December 31, 2017.
Interest coverage ratio, however improved, from 21.27x in FY16 to 50.81x in FY17 respectively owing to
accretion of profit to net worth. In SMFY18, however, the interest coverage ratio declined to 10.40x on
the back of increase in the interest cost due to debt availed by the company for its solar power plant;
nevertheless it continues to be comfortable. Further, in February, 2018, the company has repaid a major
part of debt which has helped in reduction in overall debt levels, Going forward, with no major capex
envisaged over the next three years, sustenance of gearing levels at comfortable levels as envisaged is

critical from credit perspective.

Short operating cycle

The working capital cycle of the company is short at 30-40 days. The company maintains debtors and
creditors days between 30-60 days while supplies from Reliance Industries are in cash and carry mode.
During FY17, working capital cycle stood at 33 days (FY16: 59 days) with collection period of 47 days,

inventory of 27 days and credit period of 41 days availed by the company.
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Established track record coupled with extensive experience of the management in the dyes & pigment
segment

BIL has an established track record of nearly three decades in the dyes & pigment segment and it has
recently ventured in to solar power segment. The company is managed by 10-member Board having rich

experience in the industry along with eminent and well qualified professionals from relevant fields.

Key Rating Weaknesses
Meodest Scale of Operations
With total operating income of Rs. 346.44 crore during FY17 and tangible net worth of Rs.111.38 crore

as on March 31, 2017, BIL is classified as a relatively modest sized entity.

Forex risk on account of foreign currency borrowings and foreign trade

In FY17, BIL derived around 21% of its overall revenues i.e. Rs. 71.77 crore from exports and spent
around Rs 20.96 crore representing around 12% of its overall raw material requirement which is
imported. Both the export and import remittances are largely denominated in US dollar. Besides, the
company has a buyers credit and term loan outstanding aggregating to Rs.77.70 crore in foreign
currency i.e. USD. Hence, exports form around 73% of the imports and foreign currency borrowings
combined. Further, the company has not hedged its foreign currency exposure as on March 31, 2017.
Thus, for the remaining 27% of imports and foreign currency borrowings, it is exposed to currency

fluctuation risk.

Volatility in raw material prices

The principle raw materials required are caustic soda flakes, naphthalene (crude derivative) tobias acid
(derivative of naphthalene), oleum 65% (highly concentrated sulfuric acid), beta napthol and aniline
which form around 51% of raw material cost. The company purchases the raw materials from the open
market. The key raw materials are price sensitive and highly volatile. Thus, BIL's profitability is
susceptible to volatility in prices of raw materials. Also, lag between change in raw material price and

reset of finished goods price impacts the profitability of the company.

T
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Customer Concentration Risk

BIL is engaged in manufacturing of chemicals, dyes and dye-intermediaries. It supplies large domestic as
well as multinational players. During FY17, the top-five customers of BIL constituted around 57% (FY18:
63%) of the total income derived by BIL. Out of the top five customers, sales to one client contributed
around 31% (FY16: 31%) of the total revenue generated by BIL in FY17, thereby exposing it to customer
concentration risk. Any change in the procurement policy of these customers may adversely impact the
business of BIL. This also exposes the BIL's revenue growth and profitability to its customer’s future
growth plans. However, the risk is mitigated to some extent, as the company has established

relationships with its customers and has been getting repetitive orders from them.

Analytical approach:

Standalone Approach

Applicable Criteria

Criteria on assigning Outlook to Credit Ratings
CARE’s Policy on Default Recognition

Financial ratios — Non-Financial Sector

Rating Methodology-Manufacturing Companies
Criterla for Short Term Instruments

About the Company

Bhageria Industries Limited (BIL}, formerly known as Bhageria Dye Chem Limited was established in 1989
to manufacture chemicals, dyes and dye-intermediaries. The company commenced its operations by
setting up a vinyl sulphone plant at Vapi, Gujarat with capacity of 540 TPA (tonnes perannum) which has
now expanded to 3,600 TPA. For H-acid and Gamma acid, the company depends on job work, The
company is also engaged in trading of agro chemicals, pigments, and various pharmaceutical ingredients.
The company has also ventured into solar power segment. Currently, BIL has almost 2,78 MW
operational solar rooftop projects majorly located in Chennai. Apart from this, the company has

commissioned a 39MW ., Solar Power plant at Ahmednagar, Maharashtra in July 2017.
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“Brief Financials (Rs.crore) |
Total operating income
PRILOT

PAT

Overall gearing [times)
Inlerest coverage [times) 21.27 5081
Ar Audited: *The some hos been considered on o net debt bosis (Met of 100% FO margin kept)

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

Rating History for last three years: Please refer Annexure-2

Note on complexity levels of the rated instrument: CARFE hias classified instruments rated by it on the basis of complexity. This clossificotion
is pyoiloble of www.corerstings.com. Investors/market intermediories/regulelors or others are welcome ta write to core@eoreratings.com
for ony dlarifications.

Analyst Contact:

Mame: Vikash Agarwal

Tel: 022 - B754 3405

Email: vikash.agarwal@careratings.com

**For detalled Rationale Repert and subscription information, please contact us at www.careratings.com
About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, It has establishad itself as one of the leading credit rating
agencies in India. CARE is registered with the Securities and Exchange Board of India {SEB!} and also recognized as an External Credit
Assessment Institution [ECAL) by the Reserve Bank of India (RBI). CARE Ratings is proud of ts rightful place In the Indian capital market built
zround 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 an the credit risk and thelr own risk-return
expectations. Our rating and grading service offerings leverage cur domain and analytical expertise backed by the methodologies
cangruent with the international best practices,

Disclaimer

CARE's ratings are opimaons on credit guality and are not recommendations to sanction, renew, disburse or recall the concerned bank
facilities or to buy, sell or hald any security. CARE has based its ratings/outlocks on information obtained from sources belfleved by it to
be accurate and reliable. CARE does not, hawever, guarantee the accuracy, adequacy or completeness af any information and is not
responsible for any errors or amissions or for the results obtained from the use of such infarmation. Most entities whose bank
facilities/instruments ars rated by CARE have paid a credit rating fee, based on the amount and type of bank facilities/instruments.

In case of partnership/proprietary concerns, the rating foutlook assigned by CARE |5 based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present, The rating/outlook may underge change in case of withdrawal of
capital or the unsecured [oans brought in by the partners/proprietor In addition to the financial performance and other relevant factors.
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Annexure-1: Details of Instruments/Facilities

CARE Ratings Limited

{Fermerly known as Credit Analysis & Research Limited)

Mame of the Date of Coupon Maturity Size of the Issue |  Rating assigned
Instrument Issuance Rate Date (Rs. crore) along with Rating
Outlook
Fund-based - LT-Buyers Credit - - - 30.00 CARE BBB+; Stable
Fund-based - ST-EPC/PSC - - | 23.00 CARE A2
' Non-fund-based - ST-BG/LC - - | 1.00 ) CARE A2
Term Loan-Long Term - - December2022 | 492 CARE BBB+; Stable |
Annexure-2: Rating History of last three years
Current Ratings Hati'ng'l"n'istnr\r
|5r_ Name of the Ammﬁ B Date(s} & | Date(s)& | Date(s)& | Date(s)&
M. m#r_u _mEnt"'rBa"k Type | Qutstanding | Rating RE!“nEIS.} szt]ng{szl R?tlng{s;l Ha.tlng{s;l
Facilities (Rs. crore) assigned in | assignedin | assigned in | assigned in
2017-2018 | 2016-2017 | 2015-2016 | 2014-2015
1. |Fund-based - LT-Buyers| LT 30.00 CARE - 1)CARE BEB - -
Credit BBE+, [30-Nov-16)
Stable 2)CARE BEB
(11-Aug-16)
2. |Fund-based - 5T- 5T 53.00 CARE A2 - 1)CARE A3+ - -
EPC/PSC (30-Nov-16)
3.  [Mon-fund-based - 5T- ST 1.00 CARE AZ - 1}JCARE A3+ - -
BG/LC (30-Nov-16
4. [Term Loan-Long Term LT 4.92 CARE - 1)CARE BBB =
BEB+; [30-Mov-16)
Stable
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