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Fund Based Limit — Cash Credit 17.00 [[CRA]A (Stable) assigned
Non Fund Based Limit — Letter of 1.00 [ICRA]AL assigned
Guarantee

ICRA has assigned the long-term rating of [ICRA]JA (pronounced ICRA A)" to the Rs. 17.00 crore® cash credit
facilities of Saregama India Limited (SIL/the company) . The outlook on the long-term rating is Stable. ICRA
has also assigned the short-term rating of [ICRA]JA1 (pronounced ICRA A one) to the Rs. 1.00 crore letter of
guarantee facility of SIL.

The assigned ratings take into account the company’s longstanding experience in the music industry with a
strong competitive position. It is one of India’s major music recording and publishing companies with more than
2.50 lakh songs in its library. ICRA notes that the music industry has undergone significant changes over the
past decade, with digital content and new media contributing to an increasing share of revenues for music
publishers, including SIL. SIL has benefitted from the same through diversification of its distribution platforms.
Moreover, the company also has an established presence in the television serial segment, especially in South
India. This has also led to revenue diversification. However, the segment reported a loss during FY2015 owing
to weak performance of one of the serials. The ratings also derive comfort from SIL’s comfortable financial
profile - as indicated by a healthy, although declining operating profitability, a conservative capital structure,
and secure debt protection metrics. The ratings also take into account SIL’s status as a company belonging to
the RP-SG group, of which CESC Limited (rated at [[CRAJA1+) is a flagship company.

The ratings, however, remain constrained by the continued financial support extended by SIL to the loss-
making operations of its wholly-owned subsidiary, which publishes the magazine '‘Open’. This adversely
impacts SIL’s overall business returns and cash accruals. ICRA expects such support to continue over the near
to medium term. Moreover, SIL’'s acquisition of new content has been limited, leading to a shrinking market
share in new music, and its increasing dependence on old catalogue. The music industry is also susceptible to
piracy, rapid technological changes and intense competition, which has resulted in content cost escalations,
thus affecting profitability. Going forward, SIL’s healthy cash accruals from the music business, coupled with
the improvement in the television serial segment, would continue to be the key rating issues.

Company Profile

SIL is one of India’s largest music recording and publishing companies. It was initially established as a branch
of Electrical & Musical Industries Limited, London (EMI) in 1901, before being taken over by the RP-Sanjiv
Goenka Group of Kolkata. The company has several milestones to its credit in the history recording and
publishing Indian music. It produced the first song that was recorded in India in 1902 by Gauhar Jan. It
currently has a music library of more than 2.50 lakh songs. Folk and light classical music, especially ghazals,
and old Hindi film music, acquired from reputed film houses, form the backbone of this collection. SIL also has
a presence in the television serial segment, especially in South India.

Recent Results

During the first nine months of FY2016, the company reported a net profit of Rs. 8.50 crore on an operating
income of Rs. 161.62 crore (provisional). It had reported a net profit of Rs. 15.69 crore on an operating income
of Rs. 181.89 crore in FY2015.
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