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Instruments Rating?
(Rs. crore) J

CARE BB (CE)
25.00 [Double B (Credit Enhancement)]
(Credit watch with Developing Implications)

Redeemable Non-Convertible
Unsecured Taxable Bonds@

25.00
(Rs. Twenty Five crore only)
Details of instruments/facilities in Annexure-1
@backed by unconditional and irrevocable guarantee from Government of Karnataka (GoK) vide notification dated April 9,
2012. However, the process of execution of the contractual documents viz., debenture trust deed and tripartite agreement
with the debenture trustee and GoK has been unduly delayed and the rating reflects the weak payment structure in the absence
of the said agreements.

Total Instruments

Unsupported Rating 2 | CARE D (Single D)
Note: Unsupported Rating does not factor in the explicit credit enhancement

Material event

The Mysore Paper Mills Limited (MPM) has delayed partial redemption of the rated bond along with coupon payment which
had fallen due on May 15, 2021 by 1 working day. The funds were credited in the MPM’s account on May 17, 2021 and
subsequently, the cheques were issued by the company to the bondholders on same day.

Update on material event

The rated bond had partial redemption and coupon which fell due on May 15, 2021. Based on company’s request, Government
of Karnataka (GoK) vide its order dated April 27, 2021 approved release of funds to the company for payment of above
mentioned bond. On account of procedural reasons and operational issues caused due to lockdowns imposed in the state from
April 27, 2021, funds were credited in MPM'’s account on May 17, 2021 for the payment which fell due on May 15, 2021. In the
absence of debenture trust deed (DTD), Debenture trustee (DT) did not have the right to invoke the guarantee given by GoK
and as confirmed by DT that even the bondholders who had right to invoke the guarantee have not submitted any notice to
the trustee for invocation of the guarantee.

In view of non-invocation of guarantee by bondholders despite delay in receipt of funds, CARE has not recognized the missed
payment by MPM as default, in line with its default recognition policy.

Liquidity (for Government of Karnataka) — Strong: In FY20, due to delay in GST settlements from Government of India (Gol),
Karnataka State had to resort to avail Special Drawing facility for a few days to meet its expenditure commitments. The state
has not availed of WMA from the RBI since FY04, reflective of its prudent liquidity management practices.

The last detailed press release of the company published on December 1, 2020 is available here

About the Company

The Mysore Paper Mills Ltd. (MPM) was incorporated in May 1936 by the Maharaja of the erstwhile State of Mysore. MPM
became a government company in November 1977, when GoK acquired a controlling interest in the company. MPM has
become a Sick company under the provisions of the Sick Industrial Act 1985 in FY11 due to huge accumulated losses, which
completely eroded tangible net worth.

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

1Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
2 As stipulated vide SEBI circular no SEBI/ HO/ MIRSD/ DOS3/ CIR/ P/ 2019/ 70 dated June 13, 2019. As per this circular, the suffix ‘CE’ (Credit
Enhancement) is assigned to the ratings with explicit external credit enhancement, against the earlier used suffix ‘SO’ (Structured Obligation).

1] CARE Ratings Limited



https://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_18June%202020.pdf
https://www.careratings.com/upload/CompanyFiles/PR/The%20Mysore%20Paper%20Mills%20Limited-12-01-2020.pdf
http://www.careratings.com/
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About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit
rating agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an
External Credit Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in
the Indian capital market built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that
helps the corporates to raise capital for their various requirements and assists the investors to form an informed investment
decision based on the credit risk and their own risk-return expectations. Our rating and grading service offerings leverage our
domain and analytical expertise backed by the methodologies congruent with the international best practices.

Disclaimer

CARE’s ratings 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.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks on information obtained from sources believed by it to be accurate and reliable.
CARE does not, however, guarantee the accuracy, adequacy or completeness of any information and is not responsible for
any errors or omissions or for the results obtained from the use of such information. Most entities whose bank
facilities/instruments are rated by CARE have paid a credit rating fee, based on the amount and type of bank
facilities/instruments. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook may undergo 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 is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’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.careratings.com
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