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Summary

Lanks Rating Agency (“LEA"), former RAM Rating Lanka's, technical partner is
CRISIL India ("CRISIL®). CRISIL is a global analytical company providing ratings,
research, and risk and policy advisory services. CRISIL is India's leading ratings
agency and is also the foremost provider of high-end research to the world's largest
banks and leading corporations. CRISIL's majority shareholder is Standard and
Poor's (“S&P~). 5&P, a part of McGraw Hill Financial (formerly The McGraw-Hill
Companies) (*NYSEMHFT™), is the world's foremost provider of credit ratings.

LRA reaffirms Hayleys PLC's ("Hayleys™ or “the Company”) long- and short-term
carporate credit ratings at AA- and P1 respectively. Concurrently, LRA also reaffirms
the long-term Essue rating of Af- to the Company’s issued LKR 2.0 billion Senior,
Unsecured, and Redeemable Debentures (2013/2016). Furthermore, LRA also
ssigns an initial prefiminary isswe rating of AA- to the Company's proposed LEKR 2.0
billion Senior, Unsecured, Redeemable Debentures (2015/2020). All Fong-term
ratings are recommended to carry a stable outlook.

Hayleys is a diversified conglomerate with wide ranging business interests in hand
protection, purification, transportation, agriculture, plantations, texdiles. construction
materials, fibre, consumer, industrial solutions, power and energy together with
Jeisure and aviation. (Hayleys, along with its subsidiaries will collectively be referred
1o a5 "Hayleys Group” or “the Group”)
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(i) Proposed LER 2.0
hillion Senicr,
Unsecured,
Redsemable
Debentures

{2015/ 2020)

Ratings:

{i) AA- [Reaffirmed]

(i) A&~ [Assigned]

Rating Cutlook:
Scable

Coupon Rates:
(i) 14.25% p.a (payable
quarterly)

(ii) Type A: 7.74% p.a.
{payable semi-annually)
Type A: B.00% p.a
{payable semi-annually)

Last Rating Action:
December 2013

The ratings reflect the following strengths:

»  Diversified business Interests

LRA observes that Hayleys Is a well-diversified conglomerate with a widespread
array of revenue contributions stemming from a number of key sub-sectors. The
Group does not place significant reliance on any single sub-sector. as evidenced
from its revenue composition, with no sub-sector accounting for more than 20% of
the Group's total revenue. Hayleys' business portfalio is divided into its three major
sectors, namely, global markets and manufacturing. agriculture and plantations and
services. The diversification has allowed the Group te withstand the adversities
affecting & partbcular industry sectar, as weaker showings in ene business fine can be
off- set by the strong performance in another.

= Strong market posidons in business lines

The Group contines to hold strong market pesitions in several of its key businesses.
In purification, it is the largest producer of coconut shell based activated carbon in
the world, with &n estimated global market share of arcund 15%. Meanwhile, in the
non-medical rubber gloves market the Group commands a global market share of
around 5%. In the ransportation industry, the Hayleys' subsidiary Hayleys Advantis
Limited (“Advantis”) is a strong player In the domestic logistics industry. Ini
plantations, the Group is a significant player in the production of tea and rubber. in
addition, Hayleys is also a strong player in aluminium extrusions manufacturing.

» Adequate debt protection metrics

The Group's gearing levels continued to remain stable during FY Mar 2014, with the
gearing ratio being recorded at 0.71 times as at end-fiscal 2014 and end-fiscal 2013,
Hayleys' total debts increased by 9.73% y-o-y, primarily to fund capacity expansion
in its key business lines, and to satisfy the Group's higher working capital
requirements. The gearing ratio increased stightly at 0.75 times as at end-1H fiscal
2015. Going forward, despite the issuance of the LKR 2.0 billion debenture, which is
raised primarily to restructure the Group's gearing levels; Hayleys' gearing ratio is
anticipated to hover at similar levels. Moreover, the Group's debt protection metrics
also continues to be adequate, The Group's FFO improved 8.50% y-0-y to LER 8.78
billion during fiscal 2014. Subsequently, the Group’s FFO debt coverage remained
stable at 0.34 times by end-fiscal 2014 and end-fiscal 2013. Moreover, the ratio
improved to 0.37 times in 1H fiscal 2015 owing to & marked improvement in the
Group's FFO.
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The preceding strengths are however moderated by the following weaknesses;

»  Average liquidity levels

The Group's liquidity position which improved in FY Mar 2014 with its LKR 2 billion
debenture issue, however remains average compared to our similar rated peers; its
cash and bank balances amounted to LKR 264 billion as at end- FY Mar 2014.
compared to short term debts amounting to LKR 16,68 billien, which accounted for
64.44% of the Group's total borrowings (FY Mar 2013: 75.96%). This resulted in an
improved CCE to short-term debt of 0.25 times (FY Mar 2013: 0.17 times), relatively
average compared to our similar rated peers. Meanwhile, the Company’s Liguidity
position declined marginally during 1H FY Mar 2015 on the back of an increase in
short-term borrowings te LKR 18.77 billion, primarily raised to satisfy the Group's
working capital requirements. Nevertheless, our concems are somewhat mitlgated
given the Group's ability te obtain debt-financing through its strong relationships
with banks, as well as the financial fexibility derived from the listed status of several
of its key subsidiaries. Moreover, the proposed debenture issuance of LKR 2.0
billion, raised primarily to restrecture the Group's shori-term borrowings are
expected to fiurther improve the Group's liquidity position.

a  Vulnerable to volatilities in commodity prices

The Group's key businesses are sensitive to fluctuations in commodity prices which
in tum are governed by a range of factors including global supply, demand and
weather conditions. For instance, the performance of the Group's plantation sector is
directly corrélated to the prices fetched by tea and rubber. Meanwhile, rubber and
coconut are key inputs to the Group's hand protection and activated carbon
businesses respectively. However, given the Group’s backward linkages between the
segments, this risk is somewhat ritigated (rise in the rubber prices will benefit
plantation segment, though it will adversely impact the hand protection segment).
Thus volatilities in the prices of these raw materials directly affect the Group’s
rmargins in the short term.

« Exposure to forelgn exchange (“forex”) and environmental risks

Hayleys is exposed to foreign exchange volatility given its reliance on international
trading. A majority of the Group's sales are denominated in foreign currency while
their costs are largely rupee dencminated; any movements in exchange rate would
have an impact on the profitability. That said, the Group's Central Treasury provides
consultation to Group companies on minimising forex risk, thus mitigating this risk
io a certain extent
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FINANCIAL SUMMARY

Hayleys PLC - Group
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FINANCIAL SUMMARY

Hayleys PLC — Group

LiTHLET T
STATEMENT OF COMPREHEMSVE INCOME [LKR millbon) Mar-1  I-Mar-12  3-Mar43  31-Mardd  BSBep-ld
Ravenue L el GiS06T1  T430185 80511 45496 4T

DOperating ProfitiLoss) before Dupreciation, Imerest & Tax IBETAT SMTM4 TEMM BTERW 45338

Dieprecizion & Amorsaion (1262B6)  (1AS63%) (1TTIB4) (200341 1LATIET)
Oparating Profit{Loss) before Intarest & Tax 2652429  3THEE  B2ZANT  GTERGD  345TTE
Finance Coss (120066  (S1Z80) (289413 (2407500 (125295
Diebi-Rislatid Forign Exthasge GamiLoss) 195 85 (856 M5 [1B4.26) 0,00
Oparating ProfibiLoss) before Tax 151148 152220  JETAES  AM0EAT  22MTH
Coher Incomed|Loss) R TMAED 10413 ATESD S
HonRecurring Homs {5.28) 00 0.00 0.00 .00
Sram ol Sasociakes/ o ey Conboled Entnes PmisiLosses) 5107 181 035 124 {1.48)
Pre-Tax Profit{Loss] 100155 28080  AD165R 507400 ZTORAT
Taxaton CR0A.EE) (fapty  (1ei108)  (1,%501) [GTEA5]
Wet ProfitiLoss) 112773 182020 BS0ABD 3 T0EER 208N
D#har Comprehensive IncomelLoss) (T 807 ZBPEID (16524 0 40
Total Comgrahensive IncomedLoss| AZTTI 2003 633080 354375 203428
Aghsitional Disc losaure:

Miet Proft dricutabiis 1 Non-Conmoling interests 25055 W83 174345 100047 107280
Divdends - Ordinary Shares § Preference Shares 53627 2000 s O 0.00
wsutng

STATEMENT OF CASHFLOW (LKR million) FMardl HMard? a3 Mardd  30-Sep-ld
Fre-Tax ProfitiLoss) 20005 256000  ASIESA  SOTAD0D 27087
Adusmens IMTAS  3BETEE  AMTOA  SDE136 BB
Oparating ProfitiLoss) before Working Cagital Changes 51004 G5RTE 926453 1018536 586951
T Faiz (AN (1DGETZ)  (1LATSES) (137918} (BO4BE)
Fusds fram Gperations 4 43055 SAEZ 08 E0BEET BITEEN § 3BAAG
Changas in Working Capéal (LB4T.04) (2864 33) [ATSEE (2ATHS0) (162800
Oar hesmalEaperes| (230 43) CAATA)  (AIGST) (49838  (26276)
Net Cashom from Oparating Activities 241298 247245 129656 580085  33%4m1
Capfal Expenditors (EIMEY)  (5053AY  (B4850)  [(ASIAT]  (RT053)
Frew Oparaiing Cashilow (2155 (252058 274766 FREYE ] E38.52
Drr e Outhowes AMESY  (SM0s) (7E138) (IO (L2583)
sty fows 155440 JAEGE3 122509 W06 ISTS
Pre-Financing Gashficw @24708)  (2B40A1)  2EV1E1 191106 (31009
Pizrest Pmymants (120085  (1ATEST) (ZETONY) (236746}  (1.140.34)
Nt Changes o Bomwings 220528 557 55 Bit 500047 2208
Ciragand Fymenis 150000 {305 60} {30000} (337 509 {3T50
Otrers (B5.00] [@3857)  [(BA3AT)  [(AATA4)  (BOD5Z
Net IncroasaliDecrensa) in Cash & Cash Equivalents (ASE4d) (43008060) (134335 334843  (2200.08)

Opesing Cash Bsance SHATOS)  (TAIEA0) (1183019 (1318245) (BAMOZ

Closing Cash Balan<e (T38438)  (1A3009) (1318245 (953407 (12,040.08)

H:n].'h;ﬁ. PMLC




FINANCIAL RATIO’S

Hayleys PLC - Group
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KEY RATIOS Ii-Mar11 I-War-12 I-Mar13 3 -Mar-14 HZepid
PFROFITABILITY M%)
CEEDIT Masgin iM% ik iLIT% 10.81% 101E5%
DPEIT Margin 4 B 56T 238% Bdi% 160
Pee-T ax Profit Margin 1754 3.80% £ 5% B,30% 5.095%
et Profdi Masgin 208% L% 4.73% 460% 4 46%
Rt on Capial Empioyed T55% B50% 1275% 1233% 11.82%
CAPITALISATION (TIMESE
Gearing Rako Qv 0T 0Tt Lilrg | 0.rs
Ket Gearing Rato 054 o.r G4 0564 058
Debl-Capital Rabo 041 (HEX] oAt 042 043
DEET COVERAGE (TIMES):
Inlerest Coverage Rato 184 21 A0 3.1 3n
QFEOIT Dobl Coverage Rato a2 0 0 0.3 Qa2
Funds fom Oiperatons Debl Cowerags Rato Q2 05 03 0.34 aar
Operating Cashbow Debt Coverage Ratio 015 on 0.31 0z 024
F e Oipeestarting Cashdow Debt Coverage Rato #0103 {0.12) (11 f.0e 005
LIGUIDITY (TIMES):
Cument Rato 116 1.05 1402 118 1.14
(uick Raso 074 066 T o s
Cas# and Cash Equivalents io Shod-Teem Debts 12 (16 o .28 12
Shorl Tenm Debis i Totad Debls (%) T3.35% T % 15.56% B A4 G5 .45%
CASH CYCLE (DAYS)
Receivables Cycle 4366 FOED L5540 5240 T208
Payaiies Gyl 3B 7786 2548 N 5044
imeninn Cycle TEAT Tam G381 50 6237
Operaing Cash Cyche ThEs B9.33 BE 12 95,714 7500

CIPEHIT = Dpevabog Profl Belne Depracaton, knlsresl & Tax
ﬂmzﬂmmmnmﬁm

Hayleys PLC




FINANCIAL RATIO'S

Hayleys PLC - Group
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