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CARE REAFFIRMS THE RATINGS ASSIGNED TO THE BANK FACILITIES AND INSTRUMENTS OF
GODAVARI BIOREFINERIES LIMITED

Ratings
. Amount L1
Facilities/Instruments Ratings Remarks
(Rs. crore)
CARE BBB-

L - Bank Facilities (T I 115. Reaffi

ong-term Bank Facilities (Term loan) 5.00 [Triple B Minus] eaffirmed
Long-term Bank Facilities (Fund CARE BBB- .
based) 388.00 [Triple B Minus] Reaffirmed
Short-term Bank Facilities (Non-fund- CARE A3 .
based) 144.57 [A Three] Reaffirmed

647.57
Total Facilities (Rupees Six Hundred Forty Seven
crore and Fifty Seven lakh only)
65.00 CARE BBB-

Non- ible D i Reaffi

on-Convertible Debenture issue (Rupees Sixty Five crore only) (Triple B Minus) eaffirmed

. . 20.00 CARE BBB (FD) .
F D Reaff

ixed Deposit programme (Rupees Twenty crore only) [Triple B (Fixed Deposit)] eaffirmed

Rating Rationale

The reaffirmation of the ratings assigned to the bank facilities of Godavari Biorefineries Limited (GBL) derive strength
from strong parentage of the Somaiya Group coupled with long track record and rich experience of the promoters in the
sugar industry, locational advantage of its manufacturing facilities, its diversified product portfolio having presence in
multiple segments comprising sugar, distillery, cogeneration power and chemicals translating it into an integrated sugar
unit. CARE has also positively factored infusion of funds of Rs.155 crore in FY15 (refers to the period April 1 to March 31)
and FY16 by an investor in the group and conversion of preference shares in to equity of Rs.7 crore by the promoters in
FY15.

The rating strengths are, however, partially tempered by GBL’s lower operating margins leading to net losses in FY14 and
FY15, highly leveraged capital structure, significant capital expenditure planned as compared with its net-worth, support
to subsidiaries, and working capital-intensive nature of operations coupled with cyclical and highly regulated nature of
the sugar industry resulting into an elongated operating cycle. Also, significant repayments of the loans due under the
Scheme for Extending Financial Assistance to Sugar Undertakings (SEFASU) from FY17 and bullet repayment due of non-
convertible debenture (NCD) in June 2018, if option is exercised by the investor, otherwise the repayment of NCD is due
in June 2021, are other rating constraints.

Going forward, GBL's ability to scale up its operations, improve its profitability margins, capital structure and liquidity
through effective management of working capital cycle constitute the key rating sensitivities.

Background

GBL was incorporated in 1939 by late Mr K.J. Somaiya (Padma bhushan) and his son late Dr Shantilal K Somaiya. Currently,
Somaiya group holds 76.83% equity stake in the company.

GBL is an integrated sugar company operating in sugar, power, industrial alcohol and specialty chemicals. The company
has an integrated sugar plant in Sameerwadi, Karnataka, for cane crushing, co-gen and an ethanol blending unit. Besides,
the company also has a distillery unit and a chemical unit to produce ethyl acetate at Sakarwadi, Maharashtra. The
chemical unit was converted into an export oriented unit (EOU) w.e.f July 01, 2011. The company’s chemical division
exports ethyl acetate to Middle East, Africa and European countries.

Ycomplete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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On an average, of the total sales of sugar manufactured, around 20% is towards institutional sales, 15% is exported, 2% is
retail sales, and balance 63% is sold in the free market to traders. The company’s in house retail brand is “Jivna” for sale
of sugar in the states of Maharashtra, Karnataka and Gujarat.

In FY15 and FY16, the company in total received Rs.155 crore through an investor for scaling up operations.

Besides in FY15, the company hived off the trading business to Solar Magic Private Limited (SMPL, 100% subsidiary) for
increased focus; however, the contribution of the trading business to the total income is meagre hence, the impact is not
expected to be significant.

During FY15, GBL’s net loss after tax of Rs.83 crore on a total operating income of Rs.977 crore vis-a-vis net loss after tax
of Rs.32 crore on a total operating income of Rs.1,213 crore in FY14. Also, in 11MFY16 (unaudited), GBL’s reported net
loss after tax of Rs.16 crore on a total operating income of Rs.1,208crore vis-a-vis net loss after tax of Rs.78 crore on a

total operating income of Rs.861 crore in 11MFY15 (unaudited).
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**For detailedRationale Report and subscription information, please contact us at www.careratings.com

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.

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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