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Ratings Assigned

Facilities/Instruments Amount Ratings?® Remarks
(Rs. crore)

Long-term Bank Facilities 318 ‘CARE BB+’ Assigned

(Double B
Plus)

Short-term Bank Facilities 12 ‘PR4’ Assigned
(PR Four)

Total Facilities 330

Rating Rationale

The ratings take into account the risks arising due to low profitability margins, high
gearing and the delay in completion of the expansion project. The ratings also factor in
the cyclical nature of the paper industry.

The ratings are however, underpinned by the track record of Sirpur in the industry,
experienced promoters and management, strong brand presence in the paper industry,
integrated pulp and paper manufacturing facility and the completion of the capacity
expansion project. The ability of the company to successfully venture into copier paper
manufacturing and improve its market share remain the key rating sensitivities.

Company Profile

The Sirpur Paper Mills Limited (Sirpur) was incorporated in 1938 and commenced
commercial production in 1942. Sirpur is an integrated pulp and paper manufacturer
with its sole manufacturing facility in Kaghaznagar, Andhra Pradesh. In FYO08, the
company undertook a Mill Development Programme (MDP) to increase its capacity
from 83,550 MTA to 1,38,300 MTA. Due to technical reasons involved in the
stabilization of the machinery, Sirpur was able to use the augmented capacity for
commercial production only from November 2008 onwards as against the scheduled
date of May, 2008. The delay also resulted in Sirpur restructuring its term loans.

'Complete definition of the ratings assigned are available at www.careratings.com and in other CARE
publications
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Sirpur is involved in the production of printing and writing paper, industrial paper and
kraft board. The company has a wide product portfolio that enables it to have a
presence in all the segments of the industry. Improvement in realisations in the
printing and writing paper segment coupled with additional capacity available for
production in FY09 resulted in total operating income increasing to Rs.346 crore in
FY09. However, higher interest costs coupled with the higher depreciation costs
attributed to the MDP resulted in the company positing a loss of Rs.2 cr in FY09.
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CARE 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.
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CARE is headquartered in Mumbai, with Offices all over India. The office addresses and

contact numbers are given below:

HEAD OFFICE: MUMBAI

Mr. D.R. Dogra

Managing Director
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