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Rating Rationale

Acuité has reaffirmed its long-term rating of ‘ACUITE BBB-' (read as ACUITE triple B
minus) and the short-term rating of ‘ACUITE A3’ (read as ACUITE A three) on the Rs 135
Cr. bank facilities of Balpharma Limited (BAL). The outlook is 'Stable'.

Acuite has also assigned its long-term rating of ACUITE BBB- (read as ACUITE t riple B
minus) on the Rs 22 Cr. bank facilities of BalPharma Limited (BAL). The outlook is ‘Stable’.

Rationale for redaffirmation and assigned:

The rating reaffirmation considers the long operational track record of Balpharma Limited,
stable growth in operating revenue albeit a decline in operating profit margins, moderate
financial risk profile and adequate liquidity position. The company’s revenue improved to
Rs.304.33 Cr. in FY2023 against Rs.283.88 Cr. in FY2022 and is further estimated to improve in
FY2024 to ~Rs.337.75 Cr., owing to growth in sale volumes. Fluctuation in raw material prices
and price competition in the APl segment led to decline in operating profit margin to 8.39
percent in FY2023 from 9.62 percent in FY2022. However, it is estimated to improve to ~8.80
percent in FY2024. The rating further draws comfort from the diversified revenue profile, and
moderate financial risk profile marked by moderate networth, gearing levels and coverage
indicators. However, the rating is constrained by intensive nature of working capital
operations and risks associated with the government's regulations.

About Company

The company was incorporated in 1987 by the Bangalore based Siroya family. The company is
engaged in manufacturing of bulk drugs, generic formulations and Ayurvedic products. The
company has 5 operational production units in Bangalore, Sangli, Rudrapur and Udaipur.
Presently the company is managed by professional board managing director Mr. Shailesh
Siroya. The company generates 70 percent of its revenue from overseas markets and
remaining 30 percent from domestic market.

About the Group
Balpharma group consist of Balpharma Limited and its subsidiaries namely Lifezen Healthcare
Private Limited, Bal Research Foundation, Balance Clinic LLP and Golden Drugs Private
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Limited. The group is primarily engaged in the manufacturing and selling of pharmaceutical
products and related services. The group caters to both domestic ad internation markets.
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Unsupported Rating
Not applicable

Analytical Approach

Extent of Consolidation
+Full Consolidation

Rationale for Consolidation or Parent / Group / Govt. Support

Acuité has consolidated the business and financial risk profiles of BALPharma Limited, Lifezen
Healthcare Private Limited(LHPL), Bal Research Foundation(BRF), Balance Clinic LLP(BCL) and
Golden drugs Private Limited (GDPL) together referred to as the BAL group to arrive at the
rating. The consolidation is in view of the similarities in the lines of business and common
management. In addition LHPL, BRF, BCL and GDPL are subsidiaries of BAL.

Key Rating Drivers
Strengths

Established track record of operations:

BalPharma Limited (BAL) has an established track record of more than 35 years in the business
of manufacturing of bulk drugs and formulations. The company has business segments namely
API & formulation with 50 percent & 35 percent confribution to revenue In FY2023. Moreover
the group has a diversified product profile that includes 200 generic formulations in 20 different
therapeutic segments and 22+ APIs. The group caters to both regulated and semi-regulated
markets. Currently, the group has presence in 80 countries which includes India,
Japan, Australia, European nations among others. The group has five operational
manufacturing units across India in Bangalore, Rudrapur, Sangli and Udaipur. In addition, the
company'’s facilities have received approvals from various International regulatory
authorities such as India, EU GMP Malta, WHO GMP, MCAL Zimbabwe TFDA Tanzania, PPB
Kenya, NAFDAC Nigeria, SBDMA Yemen, NDA Uganda, FDHACA Ethiopia, PMPB Malawi,
FDA Philippines and MOH Sudan etc. among others. BAL has qualified under GOI’s
production linked incentive scheme (PLI) and is expected to receive incentives of around Rs.
30 Cr. over the next five years. Acuite believes that BAL will continue to benefit from its
established frack record of operations and diversified business segment over the medium
term.

Moderate financial risk profile:

The company'’s financial risk profile remained moderate, primarily marked by moderate net
worth, marginal deterioration in gearing level and debt protection metrics. The net worth of
the company has improved to Rs.49.42 Cr. as of March 31, 2023, from Rs.46.67 Cr. as of March
31, 2022, due to the accretion of profits to reserves for FY2023 and infusion of equity capital
worth Rs.0.13 Cr. in FY2023. The gearing levels moderated to 2.65 times as of March 31, 2023
against 2.22 times as of March 31, 2022. Marginal deterioration in gearing is due to increase in
total debt to Rs.131.00 Cr. in FY2023 from Rs.103.64 Cr. in FY2022. The total debt of Rs.131.00 Cr,
consists of long-term debt of Rs.38.28 Cr. and short-term debt of Rs.92.72 Cr. Total outside
Liabilities/Tangible Net Worth (TOL/TNW) stood at 5.00 times as of March 31, 2023 against 4.33
times as of March 31, 2022. Interest coverage ratio (ICR) and debt service coverage ratio
(DSCR) stood moderate af 2.14 fimes and 1.32 times respectively, as of March 31, 2023
against 2.67 times and 1.59 times respectively, as of March 31, 2022. Debt to EBITDA stood
high at 4.97 times as of March 31, 2023 as it deteriorated from 3.56 times as of March 31, 2022
due to a decline in absolute EBITDA. Acuite believes that financial risk profile of the group will
improve over the medium term backed by expected receipt of incentives from GOI under PLI
scheme and gradual repayment of termloans.

Weaknesses
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Working capital intensive operations:

Working capital operations of BAL are intensive, as evident from the gross current assets
(GCA) of 273 days in FY2023 against 236 days in FY2022. The elongation in GCA days is due to
the stretch in inventory days, which mostly consist of raw materials. The company maintains
higher inventory due to higher lead-time for the raw materials. Besides, compliance with
regulatory requirements for stock maintenance and diversification into multiple products are
also leading to stretch in Inventory days. Debtor days stood at 113 in FY2023, against 98 days
in FY2022. Intensive working capital cycle has led to higher reliance on the fund-based
working capital limits, which were utilized at an average of ~87 percent in past 12 months
ending March 31, 2024. The creditor days of the group stood at 166 in FY2023, against 143
days in FY2022. Acuité believes that the working capital cycle will confinue to remain intensive
over the medium term due to nature of pharmaceutical industry.

Regulatory Risk

Pharma Industry is highly competitive and regulated in nature as government intervention is
very high. Moreover, the manufacturing facilities of group have to be regularly monitored and
approved by various regulatory authorities across the globe. Hence any prohibitions or
restriction imposed by regulatory authorities on the manufacturing facilities in future can
significantly affect operation of the group.

Rating Sensitivities

e Further elongation in working capital operations leading to deterioration in liquidity
position.

« Sustainable growth in revenue while improving the profitability margins.

Liquidity Position : Adequate

Liquidity position of the company is adequate as reflected from sufficient Net cash accruals
(NCA) against the maturing debt repayment obligations. The company has registered NCA of
Rs.11.75 Cr. during FY2023, which would comfortably meet the maturing debt obligations of
Rs.5.88 Cr. Besides, the group also has unencumbered cash and bank balances of Rs.1.49Cr,
providing additional support to liquidity. Average utilization of the fund based working capital
limits stood high at ~87 percent for the past 12 months period ending March, 2024. Going
forward, company is expected to generate cash accruals in the range of Rs.20-25 Cr. over
the medium term, while repayment obligations are expected to be in the range of Rs.7.00-Rs.9
Cr. for the same period. Acuite believes that the liquidity position of the company will remain
adequate on the back of healthy cash accruals generation.

Outlook: Stable

Acuité believes the outlook on group will remain ‘Stable’ over the medium term backed by its
experienced management and moderate financial risk profile. The outlook may be revised to
‘Positive’ if the group is able to improve its scale of operations significantly along with
sustained improvement in financial risk profile. Conversely, the outlook may be revised to
‘Negative' in case of deterioration in working capital operations leading to stretch in liquidity
profile or financial risk profile.

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 23 (Actual) FY 22 (Actual)
Operating Income Rs. Cr. 304.33 283.86
PAT Rs. Cr. 2.62 5.70
PAT Margin (%) 0.86 2.01
Total Debt/Tangible Net Worth Times 2.65 2.22
PBDIT/Interest Times 2.14 2.67

Status of non-cooperation with previous CRA (if applicable)

Not Applicable

Any Other Information
None

Applicable Criteria

« Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criterio-

53.htm

+ Consolidation Of Companies: https://www.acuite.in/view-rating-criteria-60.htm
« Default Recognition: https://www.acuite.in/view-rating-criteria-52.htm
« Manufacturing Entities: https://www.acuite.in/view-rating-criteria-59.htm

* Rating Process and Timeline: https://www.acuite.in/view-rating-criteria-67.htm

Note on Complexity Levels of the Rated Instrument

In order to inform the investors about complexity of instruments, Acuité has categorized such
instruments in three levels: Simple, Complex and Highly Complex. Acuite's categorisation of
the instruments across the three categories is based on factors like variability of the returns to
the investors, uncertainty in cash flow patterns, number of counterparties and general
understanding of the instrument by the market. It has to be understood that complexity is
different from credit risk and even an instrument categorized as 'Simple' can carry high levels
of risk. For more details, please refer Rating Criteria “"Complexity Level Of Financial

Instruments” on www.acuite.in.
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Rating History

Acuité Ratings & Research Limited

Name of Amount (Rs. .

Date | |nsruments/Facilities | Te™M Cr) Rating/Outlook
Bank Guarantee (BLR) ?gfr: 2.50 ACUITE A3 (Reaffirmed)
Bank Guarantee (BLR) ?gﬁg 0.50 ACUITE A3 (Assigned)

. Long ACUITE BBB- | Stable
Cash Credit Term 50.72 (Reofﬁrmed)
. Long ACUITE BBB- | Stable
Cash Credit Term 9.28 (Assigned)
. Long ACUITE BBB- | Stable
Cash Credit Term 13.50 (Reofﬁrmed)
. Long ACUITE BBB- | Stable
Cash Credit Term 5.50 (ASSigned)
Letter of Credit ?22: 12.50 ACUITE A3 (Reaffirmed)
Lefter of Credf onort 1200 | ACUIE A3 [Reaffimed)
25l Letter of Cred onort 800 |  ACUITE A3 [Asigned)
. . Long ACUITE BBB- | Stable
POCklng Credit Term 5.00 (Re(]fﬁrmed)
. . Long ACUITE BBB- | Stable
Packing Credit Term 2.00 (Assigned)
Proposed Long Term Bank | Long 0.16 ACUITE BBB- | Stable
Facility Term ' (Reaffirmed)
Proposed Long Term Bank | Long 0.33 ACUITE BBB- | Stable
Facility Term : (Assigned)
Long ACUITE BBB- | Stable
Term Loan Term 3.00 (Assigned)
Long ACUITE BBB- | Stable
Term Loan Term 1.39 (Assigned)
Long ACUITE BBB- | Stable
Term Loan Term 1.26 (Reaffirmed)
Long ACUITE BBB- | Stable
Term Loan Term 7.36 (Reaffirmed)
Bank Guarantee (BLR) ?gﬁg 2.50 ACUITE A3 (Assigned)
. Long ACUITE BBB- | Stable
Cash Credit Term 13.50 (Assigned)
. Long ACUITE BBB- | Stable
Cash Credit Term 21.00 (Assigned)
. Long ACUITE BBB- | Stable
Cash Credit Term 25.00 (Assigned)
23 Fels Lefter of Credf onort 12.50 | ACUITE A3 [Assigned]
2022 Letter of Credit onort 1200 |  ACUITE A3 (Assigned)
Long ACUITE BBB- | Stable
PC/PCFC Term 5.00 (Assigned)
Lon ACUITE BBB- | Stable
Proposed Long Term Loan Terr% 0.16 (Assigne|d)
Long ACUITE BBB- | Stable
Term Loan Term 3.22 (Assigned)
Long ACUITE BBB- | Stable
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Term Loan | Term | 10.12 | (Assigned)
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Annexure - Details of instruments rated

Lender’s ISIN Date Of [Coupon [Maturity (Complexity |Quantum

Name Facilities Issuance | Rate | Date Level |(Rs.Cr.) Ratfing
N?T/ Bank |\ .+ vl /[Not ol Not avl ACUITE A3
Canara BODKOI\\I/O'T Guarantee Ngf gv. I /Not | /Not Simple 2.50 |

appl (BLR) PPl appl. | appl. Reaffirmed

Not ACUITE

HDFC Bank |avl./| Cash [Notavl./ N?Lg}r/l' N?:\fg}/l' Simple 6000 | BBB-|
Ltd  |Nof| Credit [Notappl| /5" | €75 P Y| stable |
appl. PRl PPl Reaffirmed

Not ACUITE

Not avl.|Not avl.

avl. )} Cash - INotavl /10 ot 1 /ot | simple | 19.00 | (BBE- |

Canara Bank

Not| Credit [Notappl. Stable |
appl. appl. | appl. Reaffirmed
ONV?T/ Lefter of INof vl /|NOt @V Not vl ACUITE A3

Canara Bank| - : | /Not | /Not Simple 14.00 |
ol\g)%ﬁ. Credit INot appl. appl. | appl. Reaffirmed
Not

HDFC Bank |avl. /| Letter of |Not avl. / Noi avl.| Nof avl : ACUITE A3
appl 1 appl. appl. Reaffirmed
Not Not avl.|Not avl. ACUITE

Canara Bank|OV!: /| Packing INotavl. /1 N4 ™1 /Nt | Simple | 7.00 | BBB- |

]
Not | Proposed Not avl.| Not avl. ACUITE

Not avl. /| Long Term [Not avl. / /Not | /Not Simple 0.38 BBB- |

Applicable |Not| Bank |Not appl. Stable |
appl| Facility appl. | appl. Reaffirmed
Not ACUITE
Not avl.
ConomlBonkﬁﬁg(TewnLoon Oéégzr / Not O;gg?r Simple 1.19 Sﬁigéll
appl. appl. Reaffrmed
Not ACUITE
Not avl.
Conom:Bonk?lg(TewnLoon Oééggr / Not O;g;? Simple 1.14 Sﬁigéll
appl. appl Reaffrmed
Not ACUITE
: Not avl.
T TR [Nirem toon| gz’ | /Not | Ty | smple | 736 | SRR,
appl. appl Reaffirmed
Not ACUITE
Not avl.
HDFSSOHK G,\]’g,r/ Term Loan 0]262? / Noft 3;83? Simple 1.14 S’Fc?gl_ell
appl. appl Reaffirmed
Small Not Not avl ACUITE
Industries |avl. / 01 Apr | 01Sep | « BBB- |
Development| Not | ™ 09N 2004 | [NOT | "ongg | SiMPle | 127 Istapie
Bank of India |appl. PP. Reaffirmed
Small Not ACUITE
Industries |avl. / 01 Apr [NOTAYL g 5 BBB- |

Development| Not | ™ 9N “2004 | /NOT | "ongg | SimPle | 300 | sjape
Bank of India|appl. PP. Assigned
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. Not Not avl. ACUITE
STCI Finance lavi. /| erm Loan| L3 | /Not | Y1PSC| simple | 12.64 | BBEB- |
td. | Nof 2025 | oo | 2029 P % | stable |
appl. Assigned
Not ACUITE
: Not avl.
South Indian |avl. / 01 May 01 Dec : BBB- |
Bank | Not 1M LaN| “p01g" | /ROt | "o030 | SIMPIE | 363 sigple |
appl. PP Assigned
Not ACUITE
. Not avl.
South Indian |avl. /, 01 Apr 01 Oct , BBB- |
Bank | Not 1M LOAN| 5018 | /NOH | ogg3 | SIMPle | 275 sigple |
appl. PRl Assighed

*Annexure 2 - List of Entities (applicable for Consolidation or Parent / Group / Govt.

Support)

1. Balpharma Limited

o K~ LD

Balance Clinic LLP

Bal Research Foundation

Golden Drugs Private Limited

Lifezen Healthcare Private Limited
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About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board
of India (SEBI). The company received RBI Accreditation as an External Credit Assessment
Institution (ECAI) for Bank Loan Ratfings under BASEL-Il norms in the year 2012. Acuité has
assigned ratings to various securities, debt instruments and bank facilities of entities spread
across the country and across a wide cross section of industries. It has its Registered and
Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not
be treated as a recommendation or opinion that is intended to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Ratings assigned by Acuité are based on the data and information provided by the issuer
and obtained from other reliable sources. Although reasonable care has been taken to
ensure that the data and information is frue, Acuité, in particular, makes no representation or
warranty, expressed or implied with respect to the adequacy, accuracy or completeness of
the information relied upon. Acuité is not responsible for any errors or omissions and especially
states that it has no financial liability whatsoever for any direct, indirect or consequential loss
of any kind, arising from the use of ifs ratings. Ratings assigned by Acuité are subject to a
process of surveillance which may lead to a revision in rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
insfrument rated by Acuité. Please visit hitps://www.acuite.in/fags.htm to refer FAQs on
Credit Rating.
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