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CARE REAFFIRMS THE RATINGS ASSIGNED TO THE BANK FACILITIES OF

DAVANGERE SUGAR COMPANY LIMITED

Ratings
Facilities Amount Ratings® Remarks
(Rs. crore)
Long-term Bank Facilities- 48.71 CARE BBB- .
) . Reaffirmed
Term Loan (enhanced from Rs.62.56 crore) (Triple B Minus)
Long-term Bank Facilities- CARE BBB- .
Fund Based 99.00 (Triple B Minus) Reaffirmed
Short-term Bank Facilities- CARE A3 .
Non-fund Based 87.72 (A Three) Reaffirmed
235.43
Total Facilities (Rupees Two Hundred Thirty Five crore
and Forty Three lakhs only)

Rating Rationale

The ratings continue to draw strength from the company’s long track record and promoters’ experience in the sugar
industry and partially integrated operations with profitable co gen unit. However, the ratings are constrained by
continuous losses from the sugar division, working capital intensive nature of operation, cyclicality, agro-climatic risks and
highly regulated nature of the industry. During FY15 (refers to the period April 1 to March 31), the company reported cash
losses impacted by decline in sugar prices vis-a-vis high cost of production. However, performance improved in 9MFY16.
The rating also takes note of the sustained improvement in sugar price realisation in recent months which is expected to
help improve the cash flow and overall health of the company.

Going forward, the ability of DSCL to maintain stable earnings and achieve profitable operation of the sugar division
would be the key rating sensitivities.

Background

Davangere Sugar Company Limited (DSCL) was incorporated in 1970 as a joint sector undertaking between Karnataka
Agro Industries Corporation (KIAC), Karnataka State Industrial Investment and Development Corporation (KSIIDC) and
Farmers. The present promoters [Mr S Shivashankarappa and his family members] acquired the shares owned by KIAC
and KSIIDC and took over the management of DSCL in 1995. DSCL is engaged in the manufacturing of sugar and its by-
products with an installed capacity of 4,750 Tonnes Crushed per Day (TCD) and operates a multi-fuel co-generation unit
with an installed capacity of 24.45MW as on December 31, 2015.

During FY15, the company registered an after tax loss of Rs.17.0 crore on a total operating income of Rs.177.9 crore. And
as per the provisional results for 9MFY16 (refers to the period April 1 to December 31), the company registered profit
before tax of Rs.2.1 crore on a total operating income of Rs.148.8 crore.
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CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com.
Investors/market intermediaries/regulators or others are welcome to write to care@careratings.com for any clarifications.

! Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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Disclaimer: CARE’s ratings are opinions on credit quality and are not recommendations to sanction, renew, disburse or recall the
concerned bank facilities or to buy, sell or hold any security. CARE has based its ratings 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.

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor

and the financial strength of the firm at present. The rating 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.
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