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Rating Rationale

Coffee Day Natural Resources Pvt Ltd
10 Sept 2019

Brickwork Ratings revises the rating for the NCDs of Rs. 128.90 crs of Coffee Day Natural
Resources Pvt Ltd (hereafter referred to as CDNRPL or the company) and continues the rating on
Credit Watch with Negative Implications

Particulars
Amount .
(Rs Crs) Rating
Instrument Previous Present” Tenure Previous Present
viou (23 Aug 2019)
BWR BB-(SO) B‘.VR C0) .
Credit Watch with Credit Watch with
NCD 128.90 128.90 Long Term . .. Negative Implications
Negative Implications Downeraded
Downgraded g
Total 128.90 128.90 Rupees One Hundred Twenty Eight Crores and Ninety
Lakhs Only

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings
"The Company had exercised the Call option on July 8 2019 and partially redeemed NCDs of Rs. 86.10 Crs out of
issued amount of Rs. 215.00 crs;

The rating for the NCDs is based on credit enhancement by way of pledge of shares of Coffee Day
Enterprises Limited(CDEL - listed company and holding company of the Coffee Day Group) by the
promoters/promoter entities/Coffee Day group entities. In addition, the NCDs were secured by the
personal guarantee of Mr V G Siddhartha, Founder of the Coffee Day Group and and interim real estate
security cover of a land parcel at Panvel.

Rating Action

The revision in rating takes into account the increased likelihood of the company not meeting its
impending coupon obligations due on September 23 2019 due to its significantly deteriorated liquidity
and financial flexibility and absence of any demonstrable plan for servicing the NCDs as per terms,
indicating a very high risk of default.

The previous rating action taken by BWR on August 23 2019, had factored the significantly reduced
financial flexibility of the company and heightened refinancing risk following the demise of its promoter,
Mr V G Siddhartha, Founder of the Coffee Day group and guarantor for the NCDs. The steep decline in
the prices and market capitalization of the shares of CDEL had resulted in fall in security cover below the
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stipulated threshold and in view of the inability of the company to arrange for topup of security cover,

over half of the pledged shares have been invoked and transferred to the debenture holders. Coupon
obligations till date on the rated NCDs are reported to have been met.

The Coffee Day group has announced that it is in the process of deleveraging through monetizing
various assets of the group so as to improve the liquidity position. However, as stated earlier by BWR, the
funds raised through monetisation of assets of the group entities would be used mainly to reduce the debt
in the respective entities and balance for paring other group companies’ debt. CDNRPL is a company
owned by Mr VG Siddhartha (99.9995%) and his wife, Mrs Malavika Hegde (0.0005%). The company
has not shared any demonstrated sources of funding for meeting the coupon and redemption obligations
due in September 2019 and December 2019 respectively.

The Rating is continued on Credit Watch with Negative Implications in view of the significant
uncertainty surrounding the company’s liquidity position, its deteriorated ability to service the rated
NCDs and significantly strained refinancing ability. BWR would continue to follow up with the company
regarding timely servicing of the NCDs and shall take appropriate rating action as and when information
is available in this regard.

Key Rating Drivers

Please refer our latest rationale Rating Rationale Aug23 2019

Analytical approach

For arriving at its ratings, Brickwork Ratings has applied its rating methodology as detailed in the Rating
criteria below (hyperlinks provided at the end of this rationale).

Rating Sensitivities

The Company’s ability to service its NCD obligations on Sep 23 2019 and subsequently on Dec 23 2019
as per stipulated terms of the NCDs is the crucial rating sensitivity and any delay in this regard would
result in rating downgrade.

Positive triggers: Timely servicing of NCD obligations and improvement in liquidity through probable
funding support from promoters by way of their share of the proceeds from the ongoing divestments and
proposed assets monetisation of the Coffee Day group may result in positive rating action.

Negative triggers: Any delays in servicing the coupon and principal payments of the rated NCDs on
the due dates would result in negative rating action.

Liquidity: Poor

Liquidity is poor and there is an absence of clarity on the sources of funding for servicing of the coupon
on NCDs due in September 2019 or the redemption amount due in December 2019. The company is
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essentially engaged in raising funds for group entities and as such, its financial risk profile is weak with
no revenue, negative net worth, deteriorated capital structure and poor liquidity. Monetisation of assets is
not an option as the company does not have any fixed assets of its own. As such, debt servicing by the
company remains dependent on funding from the promoters or refinancing, with both options being

severely jeopardised presently.

About the Company

Coffee Day Natural Resources Pvt Ltd (CDNRPL) was originally incorporated as Way2Wealth Holdings
Pvt Ltd in 2008. Its name was changed to Coffee Day Natural Resources Pvt. Ltd. in Aug 2011. CDNRPL
is owned by Mr. V G Siddhartha, the founder of Coffee Day Group. The Company is primarily involved
in raising funds and supporting other entities of the Coffee Day Group.

The Board of Directors comprises Mr Deepak Ranganna and Mr Bharath Joldal Rajegowda.

For other details, please refer to our latest press release Previous Rating Rationale

Financial Performance

Key Parameters Units 31 Mar 2017 31 Mar 2018
Result Type Audited Audited
Total Operating Income Rs. Crs 0.00 0.00
EBITDA Rs. Crs (3.95) (0.10)
PAT Rs. Crs (3.30) (0.07)
Tangible Net worth Rs. Crs (259.70) (294.20)
Total Debt Rs Crs 389.00 314.00

Key covenants of the rated facilities: 2x Security Cover by way of pledge of shares of Coffee Day

Enterprises Ltd

Status of non-cooperation with previous CRA: NA

Any other information: Not applicable
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Rating History for the last three years
Sl .
Instrument | Current Rating (10 Sep 2019) X )
No. Rating History
Amount . 31-Dec- 28-Dec- 19 Dec
Type (Rs Crs) Rating 22 Aug 2019 31 July 2019 02Jan2019 2018 2017 2016
BWR BB-(SO)
BWB €0 Credit Watch BW.R BBB (SQ) BWR A- (SO)/ . BWR A-(SO) [BWR A-(SO)
NCD Long Credit Watch| . . Credit Watch with Rating Not
1 128.90 . X with Negative R Stable . /Stable Stable
Term with Negative e Negative Reviewed
s Implications D .
Implications Implications
Total 128.90 Rupees One Hundred Twenty Eight Crores and Ninety Lakhs Only

Complexity levels of the Instrument

For more information, visit www.brickworkratings.com/download/ComplexityLevels.pdf

Hyperlink/Reference to applicable Criteria
e General Criteria

e Ratings Policy
e Structured Obligation (SO) Instruments

e Approach to Financial ratios

Analytical Contacts

Investor Contacts

Ext: 343

Rajee R

Sunilkumar Ijarad
Senior Ratings Analyst
M: +918884488674

B: +91 80 4040 9940

Senior Director - Ratings
B: +91 80 4040 9940
rajee.r@brickworkraings.com

sunilkumar@brickworkratings.com

Satish Nair

Director - Global Market Development &
Investor Relations

M: +91 7738875550
B: +91 8067456666
satish.n@brickworkratings.com

1860-425-2742
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ANNEXURE I
INSTRUMENT DETAILS
Amount Maturity
Instrument | Issue Date (Rs Crs) Coupon Date ISIN
6% p.a
NCD  [23-Dec-2016( 128.90 (XIRR 12%)@ 23-Dec-2019 | INE634N07075

@Redemtion premium- A rate of return (calculated on XIRR basis) of 12% on the principal amount for the period
commencing from the allotment date and expiring on the date on which the debentures are being redeemed

Additional information is available at www.brickworkratings.com. The ratings above were
solicited by, or on behalf of, the issuer, and therefore, Brickwork Ratings has been compensated
for the provision of the ratings.

Ratings are not a recommendation or suggestion, directly or indirectly, to you or any other
person, to buy, sell, make or hold any investment, loan or security or to undertake any
investment strategy with respect to any investment, loan or security or any issuer.

About Brickwork Ratings: Brickwork Ratings (BWR) is India’s home grown credit rating
agency built with superior analytical prowess from industry’s most experienced credit analysts,
bankers and regulators. Established in 2007, Brickwork Ratings aims to provide reliable credit
ratings by creating new standards for assessing risk and by offering accurate and transparent
ratings. Brickwork Ratings provides investors and lenders timely and in-depth research across
the Structured Finance, Public Finance, Financial Institutions, Project Finance and Corporate
sectors.

Brickwork Ratings has employed over 350 credit analysts and credit market professionals across
8 offices in India. Our experienced analysts have published over 12,000 ratings across asset
classes. Brickwork Ratings is committed to provide the investment community with the products
and services needed to make informed investment decisions. Brickwork Ratings is a registered
credit rating agency by Securities and Exchange Board of India (SEBI) and a recognized external
credit assessment agency (ECAI) by Reserve Bank of India (RBI) to carry out credit ratings in
India.

Brickwork Ratings is promoted by Canara Bank, India’s leading public sector bank. More on
Canara Bank available at www.canarabank.co.in

For more information, visit www.brickworkratings.com
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DISCLAIMER

Copyright © 2019 by Brickwork Ratings India Pvt. Ltd., 3rd Floor, Raj Alkaa Park, 29/3 & 32/2, Bannerghatta Main Rd, Kalena Agrahara, Bengaluru, Karnataka
560076.Telephone: +91 80 4040 9940. Fax: +91 80 4040 9941. Reproduction or retransmission in whole or in part is prohibited except by permission. All rights
reserved. In issuing and maintaining its ratings, Brickwork Ratings relies on factual information it receives from issuers and underwriters and from other sources
Brickwork Ratings believes to be credible. Brickwork Ratings conducts a reasonable investigation of the factual information relied upon by it in accordance with its
ratings methodology, and obtains reasonable verification of that information from independent sources, to the extent such sources are available for a given security or
in a given jurisdiction. The manner of Brickwork Ratings’ factual investigation and the scope of the third-party verification it obtains will vary depending on the
nature of the rated security and its issuer, the requirements and practices in the jurisdiction in which the rated security is offered and sold and/or the issuer is located,
the availability and nature of relevant public information, access to the management of the issuer and its advisers, the availability of pre-existing third-party
verifications such as audit reports, agreed-upon procedures letters, appraisals, actuarial reports, engineering reports, legal opinions and other reports provided by third
parties, the availability of independent and competent third-party verification sources with respect to the particular security or in the particular jurisdiction of the
issuer, and a variety of other factors. Users of Brickwork Ratings’ ratings should understand that neither an enhanced factual investigation nor any third-party
verification can ensure that all of the information Brickwork Ratings relies on in connection with a rating will be accurate and complete. Ultimately, the issuer and its

advisers are responsible for the accuracy of the information they provide to Brickwork Ratings and to the market in offering documents and other reports. In issuing
its ratings Brickwork Ratings must rely on the work of experts, including independent auditors with respect to financial statements and attorneys with respect to legal
and tax matters. Further, ratings are inherently forward-looking and embody assumptions and predictions about future events that by their nature cannot be verified as
facts. As a result, despite any verification of current facts, ratings can be affected by future events or conditions that were not anticipated at the time a rating was
issued or affirmed.

THE INFORMATION IN THIS REPORT IS PROVIDED “AS IS” WITHOUT ANY REPRESENTATION OR WARRANTY OF ANY KIND. A Brickwork
Ratings rating is an opinion as to the creditworthiness of a security. This opinion is based on established criteria and methodologies that Brickwork Ratings is
continuously evaluating and updating. Therefore, ratings are the collective work product of Brickwork Ratings and no individual, or group of individuals, is solely
responsible for a rating. The rating does not address the risk of loss due to risks other than credit risk, unless such risk is specifically mentioned. Brickwork Ratings
is not engaged in the offer or sale of any security. All Brickwork Ratings reports have shared authorship. Individuals identified in a Brickwork Ratings report were
involved in, but are not solely responsible for, the opinions stated therein. The individuals are named for contact purposes only. A report providing a Brickwork
Ratings rating is neither a prospectus nor a substitute for the information assembled, verified and presented to investors by the issuer and its agents in connection with
the sale of the securities. Ratings may be changed or withdrawn at anytime for any reason in the sole discretion of Brickwork Ratings. Brickwork Ratings does not
provide investment advice of any sort. Ratings are not a recommendation to buy, sell, or hold any security. Ratings do not comment on the adequacy of market price,
the suitability of any security for a particular investor, or the tax-exempt nature or taxability of payments made in respect to any security. Neither Brickwork Ratings
nor its affiliates, third party providers, as well as their directors, officers, shareholders, employees or agents (collectively, “BWR Reps”) guarantee the accuracy,
completeness or adequacy of the Report, and no BWR Reps shall have any liability for any errors, omissions, or interruptions therein, regardless of the cause, or for
the results obtained from the use of any part of this publication. In no event shall any BWR Reps be liable to any party for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs) in connection with any use of any part of the Report even if advised of the possibility of such damages. Brickwork Ratings receives fees from
issuers, insurers, guarantors, other obligors, and underwriters for rating securities.
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