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September 26, 2024

Facilities/Instruments Amount (X crore) \ Rating! Rating Action
Long Term Bank Facilities 145.00 CARE C; Stable Downgraded from CARE B; Stable

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

The revision in the rating assigned to the bank facilities of Shree Halasidhanath Sahakari Sakhar Karkhana Limited (SHSSKL) takes
into account the instances of penal charges observed in the term loan statements. However, the cash credit limits rated by CARE
Ratings Limited (CARE Ratings) had no instances of delays or overdrawals.

The rating continues to be constrained by the leveraged capital structure, weak debt coverage indicators, working capital-intensive
nature of operations, and the cyclical and highly regulated nature of the sugar industry. These rating weaknesses are partially
offset by SHSSKL's recent foray into ethanol division and the established track record of the management.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

o Delay free track in repayment of all facilities on sustained basis.
o Revenue of more than Rs. 400 Cr with a PBILDT margin of more than 15%.

Negative factors
. Decline in revenue below Rs. 150 Cr.
Analytical approach: Standalone

Outlook: Stable
CARE Ratings believes that the SPRM will continue to sustain its scale of operation aided by long standing experience of its
promoters in the business.

Detailed description of key rating drivers:

Key weaknesses

Instances of penal charges observed in the TL statements
As per the TL statement for the period April 01, 2023, to March 31, 2024, penal charges were observed due to delay in debt
repayment. However, the CC limits being rated by CARE Ratings had no instances of delay or overdraw.

Leveraged capital structure and weak coverage indicators

Weak capital structure is marked by substantially high debt levels and negative net worth on account of losses reported year on
year. As on March 31, 2019, the society’s net worth was 5.38 crore which eroded to negative Rs. 140.96 Cr as on March 31, 2024.
The interest coverage ratio as of Mar 31, 2024, was below unity at 0.73x (PY: 0.61).

Working capital intensive nature of operations

The crushing happens for less than 4 months due to seasonality of sugarcane production and the factories maintain inventory of
finished goods for the rest of the year. The society has an elongated inventory holding period of 344 days and an operating cycle
of 353 days as of March 31, 2024. Such long inventory cycle is being funded by working capital borrowing with the average
utilisation for the 12-month period ended June 2024 being 77.51%. SHSSKL's current ratio stood at 0.39x as on March 31, 2024.

Cyclical and highly regulated industry

The entire value chain of sugar industry is subject to control of the Government. Sugarcane, the key raw material, prices of which
is regulated by government and also determined by volatility of market, makes the profitability of sugar industries susceptible.
Both the raw material prices and distribution of end product (sugar) are regulated by the government. In addition to this, sale
and distribution of by-products (molasses and power) also regulated at different levels in different States. Sugar industry is also
impacted by vagaries of monsoon and prevailing agro climatic condition. Integrated players are in a better position to counter

IComplete definition of ratings assigned are available at www.careedge.in and other CARE Ratings Limited’s publications.
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cyclicality of the sugar business. Further, cyclical nature of the sugar industry significantly impacts the operating performance and
cash flow generation of the sugar companies.

Key strengths

Satisfactory operational performance
SHSSKL recently improved its capacity to 8,500 TCD for sugar, distillery capacity of 150 KLPD and co-generation of 15 MW. It has
also reached an agreement with BPCL for the sale of ethanol valid for ESY 23-24 to ESY 24-25.

Liquidity: Poor

Liquidity is poor, marked by weak current ratio, low quick ratio, moderately high utilization of its working capital limits and
moderate cash accruals against high debt repayments resulting in reliance on promoters’ funds (call deposits) for debt repayment.
Its bank limits of Rs. 145 crore were utilised at around 78% during the last 12 months ending June 2024. It maintains a very high
level of inventory. Gross current asset days were very high at 401 days on an average basis. Such a long inventory cycle is being
funded by working capital borrowing.

Applicable criteria
Definition of Default
Liguidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies

Sugar
Financial Ratios — Non financial Sector

About the company and industry

Industry classification

Macroeconomic indicator ‘ Sector Industry Basic industry

Fast Moving Consumer Fast Moving Consumer Agricultural Food & other Sugar
Goods Goods Products

SHSSKL is a co-operative sugar society set up in 1987 under Karnataka Co-operative Society Act 1956. SHSSKL is engaged in the
crushing of sugarcane and has a mill located at Nipani Taluk in Belgaum dist, Karnataka. It has recently taken expansion and the
current capacity stands at 8,500 TCD for sugar, distillery capacity of 150 KLPD and co-generation of 15 MW.

Brief Financials (X crore) ‘ March 31, 2023 (A) March 31, 2024 (A) Q1FY25 (UA)

Total operating income 259.51 267.87 65.61
PBILDT 29.11 37.77 -
PAT -10.48 -25.38 -
Overall gearing (times) -7.26 -6.50 -
Interest coverage (times) 0.61 0.73 -

A: Audited UA: Unaudited; Note: these are latest available financial results

Status of non-cooperation with previous CRA: CRISIL and Acuite has conducted the review on the basis of best available
information and has classified SHSSKL as “Issuer Not Cooperating” vide its press release dated October 30, 2023, and December
07, 2023, respectively, due to inadequate information provided by the firm.

Any other information: Not applicable

Rating history for last three years: Annexure-2
Detailed explanation of covenants of rated instrument / facility: Annexure-3
Complexity level of instruments rated: Annexure-4

Lender details: Annexure-5
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Annexure-1: Details of instruments/facilities

Name of the Date of Coupon Maturity SECALS !!atmg

Instrument Issuance Rate (%) Issue Assigned and
(X crore) Rating Outlook

Fund-based -

LT-Working - - - - 145.00 CARE C; Stable

Capital Limits

Annexure-2: Rating history for last three years

Current Ratings ‘ Rating History

Date(s) Date(s)

L EDIDEHS and_ and_ Date(s) and Date(s) and
Instrument/Ban Amount ) Rating(s Rating(s ) )
. Typ . Ratin Rating(s) Rating(s)
k Facilities Outstandin ) ) N ) ) .
e g (X crore) 9 assigned assigned SR EER L T
in2024-  in 2023- 2022-2023 2021-2022
2025 2024
1)CARE B-; 1)CARE B-;
Fund-based - LT- CARE 1)CARE B; | Stable; ISSUER | Stable; ISSUER
1 | Working Capital LT 14500 | C; - Stable NOT NOT
yoring ap ' ’ (03-Nov- | COOPERATING | COOPERATING
Limits Stable
23) * *
(07-Dec-22) (28-Sep-21)

*Issuer did not cooperate; based on best available information.
LT: Long term

Annexure-3: Detailed explanation of covenants of rated instruments/facilities: Not applicable

Annexure-4: Complexity level of instruments rated

‘ Name of the Instrument Complexity Level
1 Fund-based - LT-Working Capital Limits Simple

Annexure-5: Lender details
| To view the lender wise details of bank facilities please click here ‘

Note on complexity levels of rated instruments: CARE Ratings has classified instruments rated by it based on complexity.
Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for clarifications.
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Rating Analyst

CARE Ratings Limited

E-mail: Sahil.kulkarni@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE 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. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings 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 have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings 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 is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For detailed Rationale Report and subscription information,
please visit www.careedge.in
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