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(Rs. crore)

Short Term Debt 100.0 PR1+ [PR One Assigned

[including Commercial Plus]

Paper]*

Total Instruments 100.0

*by earmarking fund-based working capital limit

Rating Rationale

The rating draws strength from long & satisfactory track record of the company with
leadership position in the domestic coal tar pitch market, established experience of the
promoters, absence of substitute products leading to insignificant competition, good &
reputed clientele, strategic location of the plant, improving operational efficiency due
to superior in-house technology, various forward integration initiatives taken by the
company (including foray into carbon black business), comfortable financial position,
equity infusion by BAIN capital and power sale providing alternate source of revenue.
The rating also factors in risks associated with implementation of large ongoing
projects including achievement of financial closure, proposed increase in the level of
borrowings, complete dependence on the fortune of aluminium & tyre sectors which
are cyclical and stringent pollution norms for carbon black (CB) industry. Successful
commissioning of the ongoing projects, ability to sustain the profitability level and
successful performance in the carbon black industry will remain the key rating
sensitivities.

Company Profile

HCIL, incorporated in 1987, was promoted by Choudhary family of Kolkata comprising
four brothers. Shri D.P. Choudhary (eldest brother) is the Chairman of the company.
It is the largest manufacturer of Coal Tar Pitch (CTP) in India and enjoys around 70%
market share of domestic CTP market.

HCIL is engaged in production of CTP (through distillation of coal tar), a carbon
product used in the production of aluminium and graphite applications. The company
sells up to 70-75% of the CTP produced to aluminium producers and the balance 25-
30% to graphite manufacturers. The distillation of coal tar into CTP generates by-
products like naphthalene and creosote oil (substitute of CBFS), which are key raw
materials for production of Sodium Naphthalene Formaldehyde (SNF) & Carbon Black
(CB) respectively. Accordingly, as part of forward integration initiative, HCIL has
forayed into manufacturing of SNF and CB.

Currently, the company is in expansion mode and implementing few projects in phases
for forward integration aggregating Rs.908.1 crore which is proposed to be financed at
a debt-equity ratio of around 1.7:1. There was an equity infusion of Rs.252.4 crore by
Bain Capital India Investments Ltd, which is proposed to be utilised for the project.
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HCIL earned PBILDT of Rs.111.8 crore and PAT (after defd. tax provision) of Rs.46.8
crore on net sales of Rs.375.5 crore in FYO9. Net sales increased at a CARG of around
29.3% over the last three years. During the same period, PBILDT increased at a higher
CARG of 40.2%, because of the company’s various R&D measures resulting in higher
feedstock yield and lower fuel cost. Even then, PBILDT level and margin declined in
FYO9 from FYO8 due to loss on inventory valuation. Fall in PBILDT & higher capital
charge coupled with foreign exchange loss led to fall in PAT and GCA in FY0O9 over
FY08. However, GCA was satisfactory vis-a-vis scheduled debt repayment in FY09.

Both long-term debt equity & overall gearing ratios have been comfortable as on the
last three account closing dates. HCIL’s liquidity position was adequate as reflected in
the current ratio as on the last few account closing dates.

The performance of the company for 9MFY10 improved substantially and was
satisfactory, as compared to the corresponding period of the previous year.
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CARE classified instruments rated by it on the basis of complexity. This classification is available
at www.careratings.com. Investors/market intermediaries /regulators or others are welcome to
write to care@careratings.com for any clarifications.

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 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
facilities/instruments.

Credit Analysis & Research Ltd., 4" Floor, Godrej Coliseum, Somaiya Hospital Road
Sion East, Mumbai — 400 022. INDIA Tel # 022 6754 3456 Fax # 6754 3457



AEIE Ratings

CARE is headquartered in Mumbai, with Offices all over India. The office addresses and
contact numbers are given below:
HEAD OFFICE: MUMBAI
Mr. Rajesh Mokashi
Dy. Managing Director
Cell : +91-98204 16001
E-mail: rajesh.mokashi@careratings.com

Mr. D.R. Dogra

Managing Director

Cell : +91-98204 16002

E-mail : dr.dogra@careratings.com

Mr. Ankur Sachdeva
Head - Business Development
Cell : +91-9819698985
E-mail: ankur.sachdeva@careratings.com

4™ Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway,
Sion (East), Mumbai 400 022 Tel.: (022) 67543456 Fax: (022) 67543457
Website: www.careratings.com

OFFICES

Mr.Mehul Pandya

Regional Manager

32 TITANIUM

Prahaladnagar Corporate Road,
Satellite,

Ahmedabad - 380 015.

Tel — 079 4026 5656

Mobile - 98242 56265

E-mail:
mehul.pandya@careratings.com

Mr.Sundara Vathanan

Regional Manager

Unit No. 8, | floor,

Commander's Place

No. 6, Raja Ram Mohan Roy Road,
Richmond Circle,

Bangalore - 560 025.

Tel — 080 2211 7140

Mobile — 98803 60878

E-mail: sundara.vathanan@careratings.com

Mr.Ashwini Jani

Regional Manager

Unit No. O-509/C, Spencer Plaza,

5th Floor, No. 769,

Anna Salai,

Chennai 600 002

Tel: 044 2849 7812/2849 0811
Mobile — 91766 47599

E-mail :ashwini.jani@careratings.com

Mr. Rahul Patni

Regional Manager

401, Ashoka Scintilla
3-6-520, Himayat Nagar
Hyderabad - 500 029

Tel — 040 _40102030
Mobile — 91600 04563
E-mail: rahul.patni@careratings.com

Mr. Sukanta Nag

Regional Manager

3" Floor, Prasad Chambers

(Shagun Mall Building)

10A, Shakespeare Sarani

Kolkata - 700 O71.

Tel — 033 2283 1800/1803

Mobile — 98311 70075

E- mail: sukanta.nag@careratings.com

Ms.Swati Agrawal

Regional Manager

710 Surya Kiran,

19 K.G. Road,

New Delhi - 110 001.

Tel — 011 2331 8701/2371 6199
Mobile — 98117 45677

E-mail :swati.agrawal@careratings.com

Credit Analysis & Research Ltd., 4" Floor, Godrej Coliseum, Somaiya Hospital Road
Sion East, Mumbai — 400 022. INDIA Tel # 022 6754 3456 Fax # 6754 3457




