Balrampur Chini Mills Limited

Instrument Amount Rating Action

(Rs. crore)
Commercial paper/ Short 500" Reaffirmed at [ICRAJAL
term debt
Term Loans 580.01 — 506.62 Reaffirmed at [ICRAJA/ outlook revised to Stable
Fund based limits 1810 — 2072 Reaffirmed at [ICRA]JA/ outlook revised to Stable
Non-fund based limits 65.00 — 54.37 Reaffirmed at [[CRAJAL

ICRA has reaffirmed the long-term rating of [ICRAJA (pronounced ICRA A) assigned to the Rs. 506.62
crore term loans (reduced from Rs. 580.01 crore), and the Rs. 2072 crore fund based bank limits
(enhanced from Rs. 1810 crore) of Balrampur Chini Mills Limited (BCML). ICRA has also reaffirmed
the short-term rating of [ICRAJAL (pronounced ICRA A one) assigned to the Rs. 500 crore commercial
paper/ short term debt programme and Rs. 54.37 crore non-fund based limits (reduced from Rs. 65.00
crore) of the company. The outlook on the long term rating has been revised from negative to stable.

The revision in the outlook factors in the significant increase in domestic sugar prices recently, and the
expected improvement in the domestic demand-supply scenario during sugar year' (SY) 14 after the
announcement of a subsidy of Rs. 3300/ tonne by the Central Government for production of raw sugar
for exports, which is likely to ease pressures on domestic sugar stock position and support prices in
the near term. ICRA therefore expects the company’s near term profitability and cash accruals to
improve from earlier estimates. The ratings continue to factor in BCML'’s large scale of sugar
operations with operationally efficient sugar units and forward integration into cogeneration and
distillery businesses, which provides alternate revenue streams and reduces the impact of the
cyclicality of the sugar business to an extent. ICRA notes the availability of adequate bank limits to
support the company’s working capital intensive operations and also further funding support by way of
availment of interest free excise duty loans under a scheme announced by the Gol. Although the UP
State Administered Price (SAP) for cane has been kept at previous year’s levels at Rs. 280/ quintal for
SY14, the actual cost of procurement would be lower for UP based sugar mills, including BCML, for
the sugar year 2013-14 vis-a-vis SY 2012-13, given the various waivers in taxes and duties offered by
the GoUP to the sugar mills in the State. The ratings are however, constrained by the fact that
profitability of UP based sugar mills will continue to remain vulnerable to the Government of UP
(GoUP) policy on cane prices, given that they are largely fixed without any reference to prevailing
sugar prices. This apart, profitability of sugar mills will also remain vulnerable to the cyclical nature of
the sugar industry and the agro-climatic risks related to cane production. ICRA however, understands
that the GoUP is contemplating offering some subsidies to sugar mills in the current sugar year and
also has set up a committee with a view of rationalizing cane prices. The success of these initiatives
will be key to restoring the financial health of the sugar sector in the state and ICRA will continue to
monitor further developments in this regard.

Company Profile

BCML is one of the largest sugar producers in India. The operations of the company are forward
integrated, manufacturing alcohol using molasses, a by-product of sugar, and power using
cogeneration from bagasse, another by-product of sugar manufacture. Its facilities consist of eleven
sugar mills in Uttar Pradesh with a combined capacity of 79,000 tcd of sugarcane, 320 kipd distillery
and 141.2 MW of saleable cogeneration capacity. The company has been promoted by the Saraogi
family, which holds 40.84% of the company’s shareholding.

* Total borrowing under CP/STD and cash credit to be limited to sanctioned cash credit limits or drawing
power, whichever is lower
1 October - September



Recent Results

BCML posted a loss after tax of Rs 182.64 crore on an operating income of Rs 1940.63 crores in
9MFY14. The company had reported a PAT of Rs. 162.03 crore on an operating income of Rs.
3299.21 crore in FY13.
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