ICRA

Vijayanagar Sugar Private Limited

June 08, 2018

Summary of rated instruments

Previous Rated Amount Current Rated Amount

Instrument* Rating Action

(Rs. crore) (Rs. crore)
Fund-based - Term Loan 271.87 316.11 [ICRA]D; Reaffirmed
Fund-based - Cash Credit 58.33 58.33 [ICRA]D; Reaffirmed
Non-fund Based — Letter of 42.86 42.86 [ICRAID; Reaffirmed
Credit/Bank Guarantee ’ ’ ’
Unallocated Limits 176.94 132.70 [ICRA]D; Reaffirmed
Total 550.00 550.00

*Instrument details are provided in Annexure-1

Rating action

ICRA has reaffirmed the long-term rating of [ICRA]D (pronounced ICRA D) for the Rs. 316.11-crore! (enhanced from Rs.
271.87-crore) term loans, the Rs. 58.33-crore cash credit facilities and the Rs. 132.70-crore (declined from Rs. 176.94-
crore) unallocated limits of Vijayanagar Sugar Private Limited (VSPL or the company)?. ICRA has also reaffirmed the short-
term rating of [ICRA]D to the Rs. 42.86-crore non-fund based facilities of VSPL.

Rationale

The rating reaffirmation reflects the continuing delays in the company’s debt servicing because of inadequate cash
accruals. The low cane crushing volume (4.8 lakh MT) in FY2018, despite a 23% YoY increase, has adversely impacted the
profitability and debt coverage metrics. Further, the sugar prices have been under pressure since Q4 FY2018 because of
its oversupply in the domestic market. The ratings continue to remain constrained by the weak financial profile, the
vulnerability of sugar operations to agro-climatic risks and regulatory risks inherent in the sector with respect to
government policies on cane pricing, sugar exports etc.

ICRA, however, takes note of the fully integrated sugar plant (with both cogeneration and distillery units) which cushions
the margins during downturn.

Key rating drivers

Credit strengths

Forward integrated nature of operations — The crushing capacity of VSPL is 5,000 tonnes crushed per day (TCD). This unit
is forward integrated with power business (35.5 mega watt) and extra neutral alcohol (ENA) / ethanol business (130 kilo
litre per day distillery capacity). This provides alternate revenues and cushions profitability against cyclicality in sugar
business.

1100 lakh = 1 crore = 10 million

2 For complete rating scale and definitions, please refer to ICRA's website www.icra.in or other ICRA Rating Publications
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Credit challenges

Delays in debt servicing — The company is continuing to delay in servicing its debt obligations because of inadequate cash
accruals. This is due to sub-optimal cane crushing volume (4.8 lakh MT) in FY2018, despite a 23% YoY increase, along with
subdued sugar prices in Q4 FY2018. These factors have adversely impacted the profitability, cash accruals and debt
coverage metrics. Despite healthy sugar prices in 9M FY2018, VSPL could not reap the benefits because of low sugar stocks
as on March 31, 2017, on account of low cane crushing volume (3.9 lakh MT) in FY2017.

Weak financial profile — VSPL’s financial profile is weak as characterised by losses at net level, high gearing and weak debt
coverage metrics in 9M FY2018. This is majorly due to low cane crushing volumes.

Vulnerability of profitability to agro-climatic and regulatory risks — Profitability of sugar mills are exposed to the cyclicality
of the sugar industry, agro-climatic risks associated with cane production and government policies related to cane pricing
and sugar trade.

Analytical approach: For arriving at the ratings, ICRA has applied its rating methodologies as indicated below.
Links to applicable criteria:

Corporate Credit Rating Methodology

Rating Methodology for Entities in the Sugar Industry

About the company:

Vijayanagar Sugar Private Limited (VSPL) was incorporated in 2007 by Mr. S Anand Reddy & Associates to set up an
integrated sugar plant in the Gadag District of Karnataka. VSPL took over the unfinished sugar factory from Mrudagiri
Sahakari Sakkare Karkhane Niyamit (a co-operative sugar mill), on a lease for 30 years on build, own, operate & transfer
(BOOT) basis in 2007 and set up an integrated sugar plant comprising of a 5000-TCD sugar plant, a 35.5-MW co-generation
power plant and a 130-KLPD distillery. The project cost was around Rs. 487.67 crore. The co-gen unit became operational
in April 2010, followed by sugar unit in September 2010 and distillery unit in August 2011.

In 9M FY2018, on a provisional basis, the company reported a net loss of Rs.21.9 crore on an operating income of Rs. 217.5
crore, as compared to a net profit of Rs. 22.5 crore on an operating income of Rs. 444.5 crore in the previous year.

Key financial indicators (audited)

FY2016 FY2017
Operating Income (Rs. crore) 461.1 444.5
PAT (Rs. crore) 3.2 22.5
OPBDIT/OI (%) 17.9% 17.1%
RoCE (%) 10.8% 13.4%
Total Debt/TNW (times) 53.8 12.2
Total Debt/OPBDIT (times) 6.2 5.2
Interest coverage (times) 1.5 1.7
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Status of non-cooperation with previous CRA: Not applicable
Any other information: None

Rating history for last three years:

Chronology of Rating History for the

Current Rating (FY2019) Past 3 Years
Date & Date & Date &
Date & Rating in Rating in Rating in
Amount Amount .
Rated Outstanding Rating FY2018 FY2017 FY2016
Instrument Type (Rs. crore) (Rs. crore) June 2018 April 2017 April 2016 April 2015
1 Term Loan Long 316.11 316.11 [ICRA]D [ICRA]D [ICRA]D [ICRA]D
Term
2 Cash Credit Long 58.33 - [ICRA]D [ICRA]D [ICRA]D [ICRA]D
Term
3 Non-fund Based  Short  42.86 - [ICRA]ID [ICRA]D [ICRA]D [ICRA]D
Facilities Term
4  Unallocated Long 132.70 - [ICRA]D [ICRA]D [ICRA]D [ICRA]D
Limits Term

Complexity level of the rated instrument:

ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly Complex". The
classification of instruments according to their complexity levels is available on the website www.icra.in
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Annexure-1: Instrument Details

Date of Amount
Issuance / Coupon Maturity Rated Current Rating
ISIN No Instrument Name  Sanction Rate Date (Rs. crore) and Outlook
NA Term Loans Dec-2014 15.25% Jan-2022 92.23 [ICRAID
NA Working Capital . 5014 15.25% Jan-2022 40.27 [ICRAID
Term Loans
NA tg::g” currency  pec2014 8.00% Jan-2022 90.30 [ICRAID
NA SEFASU Loan Sep-2014 - Sep-2019 6.89 [ICRA]ID
NA Soft Loan Sep-2015 12.00% Jul-2020 11.42 [ICRA]D
Harvesting &
NA Transportation Dec-2016 10.00% NA 75.00 [ICRAID
Loans
NA Cash Credit NA NA NA 58.33 [ICRAID
NA Letter of Credit/ NA - 42.86 [ICRA]D

Bank Guarantee
NA Unallocated Limits NA NA - 132.70 [ICRAID
Source: Vijayanagar Sugar Private Limited
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which may lead to revision in ratings. An ICRA rating is a symbolic indicator of ICRA’s current opinion on the relative capability of the issuer concerned to
timely service debts and obligations, with reference to the instrument rated. Please visit our website www.icra.in or contact any ICRA office for the latest
information on ICRA ratings outstanding. All information contained herein has been obtained by ICRA from sources believed by it to be accurate and
reliable, including the rated issuer. ICRA however has not conducted any audit of the rated issuer or of the information provided by it. While reasonable
care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of any kind, and ICRA in
particular, makes no representation or warranty, express or implied, as to the accuracy, timeliness or completeness of any such information. Also, ICRA
or any of its group companies may have provided services other than rating to the issuer rated. All information contained herein must be construed solely
as statements of opinion, and ICRA shall not be liable for any losses incurred by users from any use of this publication or its contents
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