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SNJ Breweries Private Limited: Rating upgraded

Summary of rated instruments
Previous Rated Amount Current Rated Amount

o . .
Instrument (Rs. crore) (Rs. crore) Rating Action

Long Term - Fund Based TL 19.63 0.00 -

Long Term - Fund Based/ CC 35.0 35.00 [ICRA]JA-; Upgraded from

[ICRA]BBB+; Outlook revised from
Positive to Stable

Long Term - Unallocated 25.37 0.00 -
Total 100.00 35.00
Rationale

For arriving at the rating, ICRA has now consolidated profile of the following entities - SNJ Breweries Private Limited
(SNJBPL), SNJ Sugars and Products Limited (SNJSPL), and SNJ Distillers Private Limited (SNJDPL), considering the common
promoters, and operational and financial linkages/synergies among them. Together, these three companies are
henceforth referred to as SNJ Group or the Group.

The upgrade of the rating factor in SNJ Group’s healthy scaling up of operation in the last two years on account of
favourable demand growth for its products and diversification into new markets in the liquor segment. In the last two
years, with establishment of IMFL and brewery operations in Andhra Pradesh (AP) through SNJSPL (in FY2019) and
SNJDPL (in FY2018) respectively, and through export of beers, SNJ Group has been diversifying its geographical and
customer base. Further, the rating also positively factors in the Group’s established position in Tamil Nadu (TN) in Beer
segment (with ~24% market share in FY2019) and IMFL segment (with ~16% market share in FY2019). The ratings also
continue to factor in the presence of the Group across the value chain with manufacturing capacities for sugar (and
refined sugar), power, extra neutral alcohol (ENA), ethanol, Indian-made foreign liquor (IMFL) and beers. Going forward,
the Group’s focus on premium products in both the sugar segment (brown sugar, pharma grade and refined sugar) and
liquor (premium Brandy, beer etc) will likely help to drive the profitability. The rating also considers the Group’s financial
profile characterised by healthy capital structure and debt protection metrics.

The ratings, however, remain constrained by SNJ Group’s limited geographical and customer diversification with
operations primarily focussed in south India, especially TN and AP. The group’s revenue from liquor segment is from The
Tamil Nadu State Marketing Corporation (TASMAC) for Tamil Nadu and AP Beverages Corporation Ltd (APBCL) for Andhra
Pradesh operations. These entities control the entire supply chain from indent placement, marketing, pricing and
distribution, thereby exposing the company’s operations to policy and business decision made by these entities.
Similarly, the liquor prices are generally fixed for certain tenor (generally 3 years), thereby exposing the Group’s
profitability to raw material price fluctuations. Further, SNJ Group’s revenue, liquidity profile and profitability remain
vulnerable to the inherent regulatory risk in the liquor industry. The ratings remain constrained by the cyclical nature of
the sugar industry, exposure of sugar operations to agro-climactic risks of sugar cane availability and to regulatory risks
in terms of cane cost, inventory holding and import/export duties.
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Outlook: Stable

The Stable outlook reflects the established presence of the Group in the liquor and sugar segment in Tamil Nadu and
ICRA’s expectation that the group will likely benefit from increasing brand presence and product portfolio. The Stable
outlook also reflects the ICRA’s expectation that the Group’s operations in liquor segment in Andhra Pradesh will
turnaround, going forward, thereby improving the Group’s scale of operations and profitability. The rating outlook may
be revised to Positive if the Group improves its scale of operation by further diversifying its customers base and
geographical footprint, while sustaining the capital structure and profitability. The outlook may be revised to negative on
account of any regulatory disruptions or deterioration in the financial risk profile of the Group. The outlook may be
revised to Negative if the Group undertakes any debt funded capex or any inorganic expansion beyond ICRA’s
expectation which affects its capital structure and liquidity profile.

Key rating drivers

Credit strengths

Market leader in the TN liquor industry — SNJBPL is part of the SNJ group founded by Mr. S.N. Jayamurugan in 2008 and
is based out of Tamil Nadu and Andhra Pradesh and primarily, catering to demand from these markets. The SNJ Group is
the largest player in the brewery segment and Indian made foreign liquor (IMFL) segment of Tamil Nadu market with a
market share of ~¥26% and ~16% respectively in FY2019. SNJDPL sells in its own brands as well as in brands of other major
players such as Bacardi India Pvt Ltd and Radico Khaitan Ltd.

Increasing scale of operations — The Group’s revenue has been in increasing trend in the recent past on account of
increasing demand and improved market share in liquor segment in Tamil Nadu. Revenue of SNJBPL, SNJDPL had growth
from Rs 152 crore, Rs 550 crore in FY2014 to Rs 315 crore, Rs 928 crore in FY2019 at a CAGR of 20%, 14% respectively.
Further, with establishment of IMFL and brewery operation in Andhra Pradesh through SNJSPL (in FY2019) and SNJDPL
(in FY2018) respectively, the Group has been diversifying its geography and customer base in the recent past and the
same is expected to drive the revenue growth, going forward. Also export of beer to other markets such as Kerala,
Singapore also resulted in scaling up of beer volumes from FY2018. Further, SNJSPL’s revenue from Sugar and ENA also
witnessed healthy improvement in revenue in FY2018 and FY2019 on account of higher cane crushing and increased
capacity utilization of if distillery unit.

Financial profile marked by healthy profitability and adequate debt-protection metrics — Supported by healthy
profitability and relatively low borrowing, the Group’s capital structure and debt-protection metrics have remained
adequate in the recent past. The capital structure remained healthy with gearing at 0.6 times and estimated Total
Debt/OPDITA, interest coverage and DSCR of around 1.8, 5.5 and 2.2 times respectively in FY2019. While debt level is
expected to increase in FY2020 on account of proposed loan in SNJSPL (~Rs 15 crore soft loan and ~Rs 40-crore
Corporate loan) and SNJBPL (~Rs 42 crore corporate/capex reimbursement loan), nonetheless the Group’s capital
structure and debt protection metric will likely remain healthy. However, the Group’s, working capital profile in FY2019
was marked by increased creditor day for SNJSPL (due to higher crushing and sales restriction) metrics during the peak
season.

Integrated nature of operations protects the Group’s profitability — Integrated nature of the Group’s operations has
resulted in diverse revenue mix from production of Beer, Brandy, power, sugar, extra neutral alcohol (ENA) from
molasses and grain, ethanol, bagasse. This helps in stabilising any volatility of operating margins and operating
revenue arising out of price volatility and sales restrictions of sugar. Further the Group’s operations are also supported
the higher than market recovery rate and realization enjoyed by the Group in the sugar segment.
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Credit weaknesses

The group’s operations characterised by geographic and customer concentration — The Group derives major portion
of its revenue from TN, thereby exposing the company to revenue concentration risk. Going forward, this risk is
expected to be partially offset, by increase revenue from IMFL and brewer operations in Andhra Pradesh. Nonetheless
major portion of the revenue from is expected to be derived from Tamil Nadu in the medium-term. Similarly, SNJSPL’s
customer concentration for sugar sales remains high, with sales primarily focussed towards public-sector undertakings
from Andhra Pradesh and Tamil Nadu.

High regulatory risk associated with the Group’s operations - The liquor industry in Tamil Nadu and Andhra Pradesh
is controlled by the state government through TASMAC and APSCL. These entities control the entire supply chain
from indent placement, marketing, pricing and distribution of liquor in the state. This rigid regulatory environment
exposes the manufacturer’s profits to volatility in price movements of key raw materials and operations will remain
vulnerable to political risk associated with the liquor sector. Similarly, profitability of sugar mills (in SNJSPL) remain
vulnerable to the cyclical nature of the sugar industry and agro-climatic risks related to cane production. Stipulation of
fixed cane procurement prices, irrespective of market realization of sugar, will continue to remain a prohibitive factor
for profitability of sugar mills in India.

Decline in Profitability in FY2018 and FY2019- The Groups profitability declined in last two years on account of
higher selling expense, employee cost and raw material price fluctuation in the liquor segment. As the prices are
fixed for 3 years period, the profitability is exposed to raw material prices fluctuation. Similarly, for SNJSPL, despite
higher tolling margin in FY2018, profitability had declined in FY2018 on account of usage/wastages involved is usage
of raw materials. Also, the Group’s return-on-capital employed has remained low on account of low capacity
utilisation and high capital cost involved in setting up of both sugar and brewery plants (which are at relatively
nascent stage of operations).

Liquidity Position:

The company has total fund based working capital bank borrowing limits of Rs 35.00 crore and the average limits
utilization(month-end) in FY2019 was at around 50% of its fund-based limits. Also, proposed loan for the ongoing
capex will likely support the liquidity in the near term. The group’s liquidity profile remains comfortable with SNJDPL
and SNJBPL enjoying a limit of Rs 60-crore and Rs 50-crore respectively with average month end utilization in recent
past at 6% and 90% respectively. Similarly, SNJDPL is estimated to have cash and liquid investments of around Rs 60
crore as on March 31, 2019 which further supports liquidity.

Analytical approach:

Analytical Approach Comments
Corporate Credit Rating Methodology
Sugar Industry
Financial Consolidation and Rating Approach
Parent/Group Support NA
For arriving at the ratings, ICRA has now consolidated profile of the following
entities - SNJ Sugars & Products Limited (SNJSPL), SNJ Breweries Private Limited
(SNJBPL) and SNJ Distillers Private Limited (SNJDPL), considering the common
promoters, and operational and financial linkages/synergies among them.

Applicable Rating
Methodologies

Consolidation / Standalone
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https://www.icra.in/Rating/ShowMethodologyReport/?id=464&Title=Corporate%20Credit%20Rating%20Methodology&Report=Corporate%20Credit%20Rating,%20Methodology,%20Mar%202017.pdf
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About the company:

SNJBPL was incorporated in 2009 by Mr. N Jayamurugan and his wife Mrs. J Geetha. The Company is engaged in the
manufacture of Beer in Tamil Nadu and retails them under the brands SNJ10000, British Empire etc. The company with a
bottling capacity of 10.0 lakh cases and canning capacity of 2.0 lakh cases per month across seven units licensed to
manufacture Beer within Tamil Nadu. The company is closely held and managed by Mr. S N Jayamurugan and is a part of
the SNJ Group. Other key entities in the SNJ Group include SNJ Sugars & Products Limited and SNJ Distillers Pvt. Ltd.

SNJ Distillers Private Limited (SNJDPL) was incorporated in April 2008 at Chennai. SNJDPL is primarily engaged in the
manufacture of Indian made Foreign liquor(IMFL) and beer. The Company has 3 units i.e IMFL plant at Madurantakam,
Tamil Nadu with a licensed capacity of 9 lakh cases Per Month, Brewery plant at Nellore in Andhra Pradesh with 7 lakh
cases production capacity and Packing/carton Unit at Tamil Nadu as backward integration for the Liquor and Beer. SNJ
Sugars & Products Limited is an integrated sugar manufacturer located in Chittoor district of Andhra Pradesh. Set up in
1994, the plant has a sugar-extraction plant with a capacity of 4,000 TCD, extra Neutral Alcohol capacity of 70 KLPD, and
ethanol capacity of 40 KLPD and also operates a 20-MW multi-fuel cogeneration plant.

Key Financial Indicators (Audited) - Consolidated

FY2017 FY2018
Operating Income (Rs. crore) 1052.8 1227.8
PAT (Rs. crore) 55.5 32.3
OPBDIT/ Ol (%) 12% 9%
RoCE (%) 20% 12%
Total Debt/ TNW (times) 0.8 0.8
Total Debt/ OPBDIT (times) 2.1 2.3
Interest coverage (times) 7.1 4.8
Key Financial Indicators (Audited) - Standalone

FY2017 FY2018
Operating Income (Rs. crore) 283.2 232.9
PAT (Rs. crore) 21.2 14.4
OPBDIT/ Ol (%) 45.2 33.1
RoCE (%) 0.3 0.2
Total Debt/ TNW (times) 0.8 0.6
Total Debt/ OPBDIT (times) 1.5 1.8
Interest coverage (times) 5.3 6.5

Status of non-cooperation with previous CRA: Not applicable

Any other information: None
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Rating history for last three years:

Current
Rating
(FY2020)

Amount
Rated

Instrument Type (Rs.

Long Term -
Long Term -

Long Term -
Unallocated

*as on 31.03.2019

Complexity level of the rated instrument:

crore)
Long 0.00
Fund Based TL Term
Long 35.00
Fund Based/ CC Term
Long 0.00

Amount
Outstanding
(Rs. crore)
0.0

32.0

0.0

Date & Rating

June 2019

[ICRA]A-
(stable)

Chronology of Rating History for the

Date &
Rating
in

FY2019

past 3 years

Date & Rating

in FY2017

Feb 2018

[ICRA]BBB+

(Positive)

[ICRA]BBB+

(Positive)

[ICRA]BBB+

(Positive)

Date &
Rating

in
FY2017
Sep 2016

[ICRA]BBB+
(stable)
[ICRA]BBB+
(stable)
[ICRA]BBB+
(stable)

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

Instrument Name
ISIN
No
Long Term - Fund Based/ CC
Source: SNJBPL
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Date of Amount

Issuance / Coupon Maturity Rated Current Rating
Sanction Rate Date (Rs. crore) and Outlook
NA NA NA 35.00 [ICRA]A- (stable)
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