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Details of facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The rating assigned to the bank facilities of Deep Sugar Industries LLP (DSI) is primarily constrained by its short track record of
operations and stabilization risk associated with debt funded newly setup facility. Further, the rating is also constrained by risk
associated with seasonality and agro-climatic risk associated with the sugar industry coupled with cyclical and regulated nature
of sugar business.

The rating, however, draws comfort from experienced partners and locational advantage of the firm.

Rating Sensitivities
Positive Factors - Factors that could lead to positive rating action/upgrade:

e Achievability of scale of operations to around Rs.60.00 crore and above over the medium term on sustained basis.

Negative Factors- Factors that could lead to negative rating action/downgrade:

e Deterioration in the capital structure as marked by overall gearing ratio of above 5.00x.
e Deterioration in profitability margins as marked by PBILDT margin below 8.00%.

Detailed description of the key rating drivers

Key Rating Weaknesses

Short track record of operations: The firm has started its commercial operations from November, 2022 and has a relatively
short track record of operations in sugar industry as compared with other established players. The first full year of operations will
be 2023-2024. Thus, the stabilization of the operations to achieve the envisaged scale of business and saleability risk associated
with the products offered in the light of competitive nature of industry remains crucial for DSI. Further, the firm has achieved
total operating income of ~Rs.2.50 crore during 1MFY23 (refers to the period from November 1, 2022 to November 30, 2022;
based on provisional results) and is expected to achieve total operating income of Rs.41.43 crore in FY23.

Stabilization risk associated with debt funded newly setup facility: DSI has undertaken capex plan with total project
cost of ~Rs.25.31 crore for setting up a sugar mill plant at Bahraich, Uttar Pradesh at an installed capacity of 800 metric tonnes
of sugarcane crushed per day (TCD). The project is funded through term loan of Rs.15.00 crore and balance through partner’s
contribution (share capital of Rs. 6.00 crore and unsecured loans of Rs.4.31 crore) of Rs.10.31 crore. The project is almost
completed, and firm started its commercial operations from November, 2022. However, post project implementation risk in the
form of stabilization and streamlining of operations to achieve the envisaged scale of business and risk associated with the
products offered in the light of competitive nature of industry is yet to been seen. During the initial phases of operations, the
capital structure of the firm is expected to remain leveraged due to debt funded CAPEX undertaken coupled with high dependence
on bank borrowings to meet the working capital requirements.

Seasonality and agro-climatic risk associated with the sugar industry: The profitability of the entities in the entire value
chain of sugar industry, is inherently volatile due to its dependence on agro-climatic conditions. Being directly dependent on the
sugarcane crop and its yield, sugar industry is susceptible to agro climatic risks including pest & diseases. Climatic conditions,
more specifically, the monsoons, temperature and soil conditions, demand-supply dynamics, etc. influence various operational
parameters for a sugar entity, such as the crushing period and sugar recovery levels. Lower output of sugarcane will have an
adverse impact on the revenue generation of the entities.

Cyclical and regulated nature of sugar business: The industry is cyclical by nature and is vulnerable to the government
policies for various reasons like its importance in the Wholesale Price Index (WPI) as it is classified as an essential commodity.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE publications
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The government (both Union and State) on its part resorts to various regulations like fixing the raw material prices in the form of
State Advised Prices (SAP) and Fair & Remunerative Prices (FRP). All these factors impact the cultivation patterns of sugarcane
in the country and thus, affect the profitability of the sugar companies. India also continues to carry high levels of sugar inventory
largely due to the controlled release mechanism followed by the Government.

Key Rating Strengths

Experienced partners of the firm: Mr. Ravindra Kumar Agarwal, Mr. Anand Shekhar Singh, Mr. Krishna Mohan Goel, Mr. Ashok
Kumar Madeshia and Mr. Jainkar Singh are the partners of the firm and they collectively look after the overall operations of the
firm. Mr. Ravindra Kumar Agarwal holds extensive experience of nearly four decades in agri-commaodities and hospitality business
through family run business. Mr. Anand Shekhar Singh, is post graduate by qualification and holds vast experience of nearly two
decades in diversified industry such as education and healthcare through family run business and associate concern. They are
ably supported by other partners of the firm namely; Mr. Krishna Mohan Goel, Mr. Ashok Kumar Madeshia and Mr. Jainkar Singh
in managing day-to-day operations of the firm and holds experience of more than three decades in running brick kiln unit. The
partners have adequate acumen about various aspects of running of business which is likely to benefit the firm in the long run.

Locational advantage: The manufacturing facilities of the firm is situated in Bahraich, Uttar Pradesh which is the largest
producer of sugarcane in India. DSI derives the comfort from its strategic location in terms of easy accessibility to a large customer
base as well as availability of raw materials owing to established suppliers’ presence in the same location as well. Also, the region
has moderate recovery rate on account of favourable climatic conditions for growing sugarcane. Sustained availability of sugarcane
for crushing remains vital for sugar production.

Liquidity: Stretched

The liquidity position of the firm remained stretched characterized by tightly matched accruals vis-a-vis repayment obligations.
Post project implementation risk in the form of stabilization and streamlining of operations to achieve the envisage scale of
business and risk associated with the products offered in the light of competitive nature of industry is yet to been seen. The firm
is expected to generate envisage GCA of Rs.3.61 crore for FY23 against repayment obligations of Rs.0.34 crore in same year.
Further, the firm has low free cash & bank balances which stood at Rs.0.06 crore as on March 31, 2022.

Analytical approach: Standalone

Applicable Criteria

Policy on default recognition

Financial Ratios — Non financial Sector

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch

Manufacturing Companies

Project stage companies

Sugar

About the Firm

Deep Sugar Industries LLP (DSI) was established in October, 2020 as a limited liability partnership firm and started its commercial
operations from November, 2022. The firm is currently being managed by Mr. Anand Shekhar Singh, Mr. Krishna Mohan Goel,
Mr. Ravindra Kumar Agarwal, Mr. Ashok Kumar Madeshia and Mr. Jainkar Singh sharing profits and losses in the ratio of 20%
respectively. The firm was established with an aim for setting up a sugar mill plant at an installed capacity of 800 metric tonnes
of sugarcane crushed per day (TCD). The firm will sell sugar and its by-products i.e., Molasses, bagasse, press mud to different
wholesalers located domestically under its own brand name “DSI” and will procure the sugarcane from local farmers.

The firm is having six associate concerns namely; “*M/s Revti Ent Udyog” (established in 1990), operates as a brick kiln unit, “M/s
Shyam Ent Udyog” (established in 1990), operates as a brick kiln unit, “M/s Ashok Ent Udyog” (established in 1990), operates as
a brick kiln unit, “M/s Saligram Mannilal” (established in 1980) operates as a pulse mill, "M/s Shubham Hotel” (established in
1990), engaged in hospitality business and “M/s Babu Sundar Singh Foundation” (established in 2007), operates as an educational

college.
Brief Financials (X crore) | March 31, 2021 (A) | March 31, 2022 (A) 9MFY23*
Total operating income 0.00 0.00 NA
PBILDT 0.00 0.00 NA
PAT 0.00 0.00 NA
Overall gearing (times) 2.15 3.34 NA
Interest coverage (times) 0.00 0.00 NA

A: Audited; NA: Not Available
*refers to the period from April 1, 2022 to December 31, 2022.
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Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating History for last three years: Please refer Annexure-2
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Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in

Annexure-3

Complexity level of various instruments rated for this firm: Annexure- 4

Annexure-1: Details of instruments/facilities

Coupon Maturity Size of the Rating Assigned
Name of the Date of Issuance Date (DD- Issue along with Rating
Instrument
(X crore) Outlook

Fund-based - LT-Cash - - 2.50 CARE B+; Stable
Credit
Fund-based - LT-Proposed - - 12.50 CARE B+; Stable
fund based limits
Fund-based - LT-Term ) November, 15.00 CARE B+ Stable
Loan 2030

Annexure-2: Rating history for the last three years

Current Ratings

Rating History

Name of the Date(s) Daat:d(s) Daat:cgs) th:cgs)
Instrument/Bank Amount A B, . 3
Facilities Type | Outstanding Rating Rat'.ng(? Ratl_ng(s;) Ratl_ng(s:') Ratl_ng(sd)
(X crore) assigne assigne assigne assigne
in 2022- in 2021- in 2020- in 2019-
2023 2022 2021 2020
CARE
| g‘:ﬁii’i‘j -LT- LT 15.00 B+;
Stable
CARE
|G| 2w | ey
Stable
Fund-based - LT- CARE
3 Proposed fund based LT 12.50 B+;
limits Stable

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not Applicable

Annexure-4: Complexity level of various instruments rated for this compan
Name of Instrument

Complexity Level

1 Fund-based - LT-Cash Credit Simple
2 Fund-based - LT-Proposed fund based limits Simple
3 Fund-based - LT-Term Loan Simple

Annexure-5: Bank lender details for this company
To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instrument: CARE Ratings Ltd. has classified instruments rated by it on the basis of
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any clarifications.
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Media Contact

Name: Mr. Mradul Mishra

Contact no.: +91-22-6754 3573

Email ID: mradul.mishra@careedge.in

Analyst Contact

Name: Mr. Shivam Tandon

Contact no.: +91- 11-4533 3263
Email ID: shivam.tandon@careedge.in

Relationship Contact

Name: Ms. Swati Agrawal

Contact no.: +91-11-4533 3200
Email ID: swati.agrawal@careedge.in

About CARE Ratings Limited:

Established in 1993, CARE Ratings Ltd. is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India (SEBI), it has also been acknowledged as an External Credit Assessment Institution (ECAI) by the
Reserve Bank of India (RBI). With an equitable position in the Indian capital market, CARE Ratings Limited provides a wide array
of credit rating services that help corporates to raise capital and enable investors to make informed decisions backed by knowledge
and assessment provided by the company.

With an established track record of rating companies over almost three decades, we follow a robust and transparent rating process
that leverages our domain and analytical expertise backed by the methodologies congruent with the international best practices.
CARE Ratings Limited has had a pivotal role to play in developing bank debt and capital market instruments including CPs,
corporate bonds and debentures, and structured credit.

Disclaimer

The ratings issued by CARE Ratings Limited are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations
to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings Limited has based its ratings/outlooks based on information obtained from reliable and
credible sources. CARE Ratings Limited does not, however, guarantee the accuracy, adequacy or completeness of any information and is not responsible for any errors
or omissions and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings Limited have paid
a credit rating fee, based on the amount and type of bank facilities/instruments. CARE Ratings Limited or its subsidiaries/associates may also be involved with other
commercial transactions with the entity. In case of partnership/proprietary concerns, the rating /outlook assigned by CARE Ratings Limited is, inter-alia, based on the
capital deployed by the partners/proprietor and the current financial strength of the firm. The rating/outlook may undergo a change in case of withdrawal of capital
or the unsecured loans brought in by the partners/proprietor in addition to the financial performance and other relevant factors. CARE Ratings Limited is not responsible
for any errors and states that it has no financial liability whatsoever to the users of CARE Ratings Limited’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve acceleration of payments in case of rating
downgrades. However, if any such clauses are introduced and if triggered, the ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careedge.in
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