% ok
o * *
|yrickwork’

for Informed &)
Investment Decislons

Rating Rationale

Brickwork Ratings assigns ‘BWR B-’ & ‘BWR A4’ for the Bank Loan
Facilities aggregating ¥ 25 Cr of Andaman Timber Company

Brickwork Ratings has assigned the following Ratings* to the Bank Loan Facilities
aggregating X 25 Cr of Andaman Timber Company:

Facility Izlin(ljls Tenure Rating
. BWR B-
Cash Credit 3.00 Lone Term (BWR B Minus)
(Fund Based) 8
(Outlook - Stable)
F.L.C (Non-Fund 22.00 BWR A4
Based) Short Term (BWR A Four)
Total 25.00 (INR Twenty Five Crores Only)

BWR has principally relied upon the audited results up to FY12, provisional financials for
FY13 and projected financials of FY14 & FY15 and information/clarifications provided by the
company’s management.

The rating assigned to the bank facilities of Andaman Timber Company (ATC) is primarily
constrained by its small scale of operations and weak financial profile characterized by low
profitability margins, weak interest coverage indicators and stressed liquidity position. The
ratings are further constrained by susceptibility of margins to the volatile foreign exchange
rates, impact of changing Government policies, intense competition, risk of country-specific
trade regulations and dependence on the real estate sector. The rating however takes comfort
from the experienced proprietor of ATC.

Background:

Andaman Timber Company (ATC) is a proprietary concern set up in 1979 by Mr Pandian R.
ATC is primarily engaged in business of importing and trading of timber logs. The timber
logs are imported mainly from Myanmar, Malaysia, Indonesia, South Africa and other
African countries which is subsequently sized at its saw mill unit in Pallavaram, Chennai into
various commercial sizes. The firm imports various types of timber such as Selangan Batu,
Kwilla, Niove, Kapur, Tali, Padauk, Merbau, South American hardwood, Burma Teak and
Plantation Teak. These largely find applications in the manufacturing of furniture, plywood,
doors, windows, etc. The firm sells its products mainly in Tamil Nadu and the customers of
ATC include retailers and traders. ATC owns a stock point at Tuticorin, which facilitates easy
imports and transportation of products.

! Please refer to www.brickworkratings.com for definition of the Ratings
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Financial Performance:

Despite the increase in turnover at 43% year-on-year in FY12, overall size of operations of
ATC remained relatively small. The operating margin remained feeble during last three years
(FY10-FY12) owing to presence in a highly competitive trading business. Furthermore, the
PAT margin remained very low over the same period due to high interest expenses due to
increase in working capital bank borrowings to fund the increase in scale of operations.
During FY12, ATC reported a PAT of 2 0.30 Crores on a total operating income of % 21.68
Crores. ATC achieved a PAT of % 0.51 Crores on a total operating income of ¥ 30 Crores in
FY13 (based on projected FY13 results). Overall gearing ratio (including LC backed creditors)
remained moderate in the aforementioned period. Interest Coverage ratio remained
stretched below unity in FY12. The liquidity is stressed out with a current ratio slightly above
unity.

Rating Outlook:

The rating reflects the position and long experience of the firm in the timber trading
business. Going forward, the ability of ATC to increase its scale of operations, improving its
profitability margins, capital structure and managing foreign currency volatility shall be the
key rating sensitivities.

analyst@brickworkratings.com bd@brickworkratings.com
Phone Media Contact
1-860-425-2742 media@brickworkratings.com

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
anv time for anv reasons.
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