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Rationale

The reaffirmation of the ratings factor in the established track record of promoters in the polyurethane (PU) foam
industry for more than four decades; demonstrated support by the promoters by way of infusion of unsecured loans in
the business as and when required; and healthy capacity utilisation of its manufacturing unit which coupled with the
improved realisations have led to improvement in operating profitability over the past three years. The ratings also take
note of the comfortable financial risk profile characterised by modest gearing of 1.2 times as on Mar 31, 2018 with
prepayment of term loans and healthy coverage metrics with interest cover of 6.0 times and TD/OPBITDA of 2.1 times in
FY2018.

The ratings are however constrained by the modest scale of operations despite the healthy improvement in revenues in
FY2018 by 22.5% to Rs. 67.40 crore. ICRA also takes note of the highly competitive and fragmented industry in which the
company operates, where due to the presence of a large number of participants, both organised and unorganised, the
pricing flexibility is constrained. The ratings are also constrained by the vulnerability of the company’s profitability to
fluctuations in raw material prices and the high geographic concentration risk given that majority of sales are derived
from Uttar Pradesh, Punjab and Haryana states.

Outlook: Stable

ICRA believes AAPL will continue to benefit from the extensive experience of its promoters. The outlook may be revised
to 'Positive' in case there is substantial growth in revenue and profitability. The outlook may be revised to 'Negative' if
cash accruals are lower than expected, or deterioration of capital structure on account of any large debt-funded capex.

Key rating drivers

Credit strengths

Established track record of the promoters - The promoters have over four decades of experience in the PU foam
industry, due to which they have developed healthy relationships with customers and suppliers and established a wide
distribution network. Also, the promoters have demonstrated support by way of infusion of unsecured loans in the
business as and when required. Unsecured loans constituted to Rs. 8.73 crore as on Mar 31, 2018.
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Improvement in operating profitability - Healthy capacity utilisation of its manufacturing unit which coupled with the
improved realisations have led to improvement in operating profitability over the past three years. The capacity
utilisation of the plant is 58% in FY2018.

Comfortable financial risk profile — The financial risk profile of the company is comfortable characterised by low gearing
of 1.2 times as on Mar 31, 2018 with prepayment of term loans and healthy coverage metrics with interest cover of 6.0
times and TD/OPBITDA of 2.1 times in FY2018.

Credit weaknesses

Modest scale of operations — The operating income of the company grew by 22.5% to Rs. 67.40 crore on account of
improvement in volumes and realisations in FY2018. Despite the growth in revenues, the company’s scale of operations
remains modest.

Operations in a competitive and fragmented industry: The PU form industry is intensely competitive and fragmented;
which limits the company’s pricing flexibility and bargaining power with customers, thereby putting pressure on its
revenues and margins.

Vulnerability of margins to raw material prices — Raw material cost forms a significant portion of the company’s total
manufacturing cost (about 80%). Polyol and Toluene Di-Isocyanate (TDI), the major raw materials, are manufactured
from by-products of crude oil. The margins of the company are susceptible to raw material prices and AAPL has limited
ability to fully pass on the increase in raw material prices to its customers.

High geographic concentration risk - Sales remain concentrated in the UP, Haryana and Punjab market that account for
100% of its revenues. Nonetheless, the company is diversifying into the northern markets.

Liquidity Position:

The liquidity position remains adequate with adequate buffer on working capital limits and does not have any repayment
obligations over the near term. Further, the company has cash balances of Rs. 0.4 crore and support by way of unsecured
loans from promoters of Rs. 8.73 crore as on March 31, 2018.

Analytical approach:

Analytical Approach Comments

Applicable Rating Methodologies Corporate Credit Rating Methodology
Parent/Group Support Not applicable

Consolidation / Standalone Standalone

About the company:

Aadi Polymers Private Limited (APPL) was incorporated in the year 2004 by the Jain family. The company is engaged in
the manufacturing of Polyrethane (PU) Foam. The company commenced its operations from its manufacturing unit
located at Sikandrabad in Ghaziabad with the installed capacity of 3000 MTPA. In FY16, the company shifted its
manufacturing unit to Surajpur, Greater Noida with an installed capacity of 7000 MTPA. The company has installed 2
foaming machines, one of which was imported from Germany from Hennecke GmBH. Apart from this the company has
installed one batch foaming machine, two vertical cutting machines and three circular cutting machines.
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Key Financial Indicators:

FY2017
Operating Income (Rs. crore) 55.0
PAT (Rs. crore) 4.1
OPBDIT/ Ol (%) 18.8%
RoCE (%) 32.1%
Total Debt/ TNW (times) 1.8
Total Debt/ OPBDIT (times) 1.5
Interest coverage (times) 4.4

FY2018
67.4

2.7

10.4%
18.9%

1.2
2.1
6.0

Source: AAPL

Status of non-cooperation with previous CRA:
Not applicable

Any other information: None

Rating history for last three years:

Current Rating (FY2019)

Chronology of Rating History for the

past 3 years
Date & Date &
Instrument Y — Amount :at-e & Rating in Rating in
Type Rated Outstanding ating FY2018 FY2016
(Rs. crore) (Rs Crore) March Sept 2017
2019
1 Fund based- Long Term  5.50 Nil [ICRA]IBB [ICRA]IBB
Term Loan (Stable) (Stable) i
2 Fund based- Long Term  3.50 3.50 [ICRA]BB [ICRA]IBB
Cash Credit (Stable) (Stable) i
3  Non-Fund Short Term  1.00 4.00
based-Letter [ICRA]AL [ICRA]AL - -
of Credit
3 Unallocated Long/ - 2.50 [ICRA]IBB [ICRA]BB
Limits Short Term (Stable)/A4  (Stable)/A4 i

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 / Coupon Maturity Rated
ISINNo Instrument Name Sanction Rate Date (Rs. crore)
NA Cash Credit facilities Oct 2018 9.65% - 3.50
Non Fund based:
NA . Oct 2018 - - 4.00
Letter of Credit
NA Unallocated 2.50

Current Rating and Outlook
[ICRA]BB (Stable)

[ICRA]A4

[ICRA]BB (Stable)/ [ICRA]A4

Source: AAPL;

Annexure-2: List of entities considered for consolidated analysis
NA
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Helpline for business queries:
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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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