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RATING RATIONALE
22 Nov 2019

Vannsh Life Sciences Pvt. Ltd.

Brickwork Ratings reaffirms the long term rating and assigns the short term ratings for
the Bank Loan Facilities of ¥ 21.76 Crores of Vannsh Life Sciences Pvt. Ltd..

Particulars:
Amount (X Cr) Rating*

Taohines Previous| Present Lmine Previous (Mar, 2018) Present

BWR B+/Stable
Fund based 14.50 20.76 Long Term BWR B+/Stable
(Reaffirm)

1.00 Short T BWR A4

Non Fund Based|  ~ : ort term (Assign)
Total 14.50 21.76 INR Twenty One Crores and Seventy Six Lakhs Only

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings

** Details of Bank facilities is provided in Annexure-I

RATING ACTION / OUTLOOK
Brickwork Ratings has reaffirmed the long-term rating to BWR B+ (Stable) and assigns the short term
rating of BWR A4 to the bank loan facilities of Rs.21.76 Crs of Vannsh Life Sciences Private Limited.

The reaffirmation of the rating has factored in the company’s stability in their financial performance over
a period of time. The rating draws strength from the experienced promoter, comfortable liquidity position
and locational advantage. The rating, however, is constrained by limited track record and modest scale of
operations, low profitability, high gearing, low debt coverage indicators, working capital intensive nature
of operations, presence in a highly regulated and competitive industry.

The ratings have been continued with stable outlook as the business risk profile of the company is stable
and the growth in the business and profitability is expected to be maintained in the medium term.

KEY RATING DRIVERS
BWR principally relied upon audited financials upto FY19, publicly available information and
information/clarification provided by the management.

Credit Strengths:
e VLSPL’s promoter Mr. S. Venkateshwar Reddy is a Postgraduate in Industrial Pharmacy from St.
John's University, USA. He has worked in G&W Laboratories, USA as a R&D manager for more
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than two decades. The experience of the promoter is expected to support the business risk profile
of the company.

e The current ratio of the company as per FY 19 (Audited) stands at 1.66 times, which indicates that
the company has enough short term assets to meet it short term liabilities.

e Locational advantage of the unit in terms of close proximity to pharmaceutical cluster

Credit Risks:

e Limited track record and small scale of operations: Commercial operations commenced in
December 2018. The Company’s scale of operations stood modest as marked by a total operating
income of Rs 0.60 Crs in FY19. The modest scale of operations limits the company’s financial
flexibility in times of stress and deprives it of scale benefits.

e Profitability margins are negative with operating profit margin and net profit margin in FY'19 due to
intensely competitive nature of business and research & development based focus in initial year
increasing the fixed cost in initial years.

e High gearing ratio, driven by Total Debt /Networth is at 2.67 times in FY 19 with low debt coverage
ratio at 0.34 times in FY 19

e The pharmaceutical industry is highly regulated and requires various approvals, licenses,

registrations and permissions for business activities. Each authority has its own requirement and
their could be delay or refusal to grant approval. The approval process for a new product
registration is complex, lengthy and expensive and the time taken to obtain approval varies by

country, which increases the fixed cost.

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA

For arriving at its ratings, BWR has considered the standalone performance of Vannsh Life Sciences
Private Limited BWR has applied its rating methodology as detailed in the Rating Criteria (hyperlinks
provided at the end of this rationale)

RATING SENSITIVITIES

Going forward, the ability of the company to improve its scale of operations by improving its revenue and
profitability margins, improvement in overall credit profile, efficiently manage industry risk and timely
payment of debt obligations would remain the key rating sensitivities.

Positive: Increase in the scale of operations with overall improvement in financial risk profile of the
company marked by improved leverage and coverage ratios and better liquidity management will be
positive for the ratings.

Negative: Limited growth in scale of operations with further deterioration in profitability and debt
protection metrics with further stress on liquidity and promoters inability to infuse funds will be negative
for the ratings.
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LIQUIDITY POSITION

The company has comfortable liquidity profile, driven by current ratio of 1.66 times in FY19. Average
CC utilization from the past 6 months as per banker stands at 100%.

COMPANY PROFILE

Established as a partnership firm in 2009 and later reconstituted as private limited company in July 2014,
VLSPL is a Hyderabad, Telangana based company. It is promoted by Mr. Venkateshwar Reddy and Mrs.
S. Sreedevi for manufacturing of bulk drugs and Active pharmaceutical intermediaries (API) which find
applications in Cancer treatment drugs. The Company has set up a manufacturing plant spread over 5.5
acres of land in Jawaharlal Nehru Pharma City, Visakhapatnam and commercial operations of the
company started in December 2018.

KEY FINANCIAL INDICATORS (in % Cr)

Key Parameters Units FY18 FY19
Result Type Audited Audited
Net Sales Rs In Crores 0.00 0.60
EBITDA Rs In Crores (0.03) (0.06)
PAT Rs In Crores 0.01 (1.56)
Tangible Net-worth Rs In Crores 12.05 10.49
Total Debt/Tangible Net-worth In Times 1.32 2.67
Current Ratio In Times 1.90 1.66
KEY COVENANTS OF THE INSTRUMENT/FACILITY RATED: NA
NON-COOPERATION WITH PREVIOUS RATING AGENCY: NA
RATING HISTORY
Facilities Current Rating Rating History
Tenure | Amount .
Z Cr) Rating 1.7.2019 28.3.2018 2017
Long BWR B+/ Stable | Rating Not BWR B+/
F B 20. . -
und Based Term 0.76 (Reaffirm) Reviewed Stable
Non Fund Short 1.00 BWR A4
Based Term ' (Assign) -
Total 21.76 | INR Twenty One Crores and Seventy Six Lakhs Only
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COMPLEXITY LEVELS OF THE INSTRUMENTS
For more information, visit www.brickworkratings.com/download/ComplexitylLevels.pdf
Hyperlink/Reference to applicable Criteria
e General Criteria
e Approach to Financial Ratios
e Manufacturing Companies
e Short Term Debt
Analytical Contacts Investor and Media Relations
Lakshmi V Tamada
Rating Analyst
Board: +91 80 4040 9940 Ext:326 .
lakshmi.t@brickworkratings.com Liena Thakur
) o = Assistant Vice President - Corporate Communications
+91 84339 94686
A P Kamath . . .
Senior Director - Ratings liena.t@brickworkratings.com
Board:+91 80 4040 9940
apkamath@brickworkratings.com
Vannsh Life Sciences Private Limited
ANNEXURE I
Details of Bank Facilities rated by BWR
SL. No Name of the o Long Term |Short Term Total
: : Bank Type of Facilities (? CI‘) (Q’ Cl‘) (f Cl‘)
1 SOD 3.00 - 3.00
2 Proposed additional SOD 2.00 - 2.00
3 Syndicate [Term Loan - 1 11.50 - 11.50
Bank
4 an Term Loan -2 2.26 - 2.26
5 Proposed New Term Loan 2.00 - 2.00
6 Proposed ILC/FLC : 1.00 1.00
TOTAL 21.76

Total Rupees Twenty One Crores and Seventy Six Lakhs only.
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For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your
print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change
the wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone
has the sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through any print
or electronic or digital media.

About Brickwork Ratings :Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency, accredited by RBI
and empaneled by NSIC, offers Bank Loan, NCD, Commercial Paper, MSME ratings and grading services.
NABARD has empaneled Brickwork for MFI and NGO grading. BWR is accredited by IREDA & the Ministry of
New and Renewable Energy (MNRE), Government of India. Brickwork Ratings has Canara Bank, a leading public
sector bank, as its promoter and strategic partner. BWR has its corporate office in Bengaluru and a country-wide
presence with its offices in Ahmedabad, Chandigarh, Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along
with representatives in 150+ locations.

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the
issuer and other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any
data distortion; however, it does not examine the precision or completeness of the information obtained. And hence,
the information in this report is presented “as is” without any express or implied warranty of any kind. BWR does
not make any representation in respect to the truth or accuracy of any such information. The rating assigned by
BWR should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and
BWR shall not be liable for any losses incurred by users from any use of this report or its contents. BWR has the
right to change, suspend or withdraw the ratings at any time for any reasons.
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