
  

Rating Rationale 
29 Nov 2019 

 
Soma Punjab Warehousing Pvt. Ltd 

 

Brickwork Ratings reaffirms the long term rating for the Bank Loan Facilities of ₹ 307.21               
Crores of Soma Punjab Warehousing Pvt Ltd, (‘SPWPL’ or ‘the Company’), removes the             
suffix ‘Structured Obligation’ as per the revised statutory guidelines and changes its            
outlook from ‘Stable’ to ‘Rating Watch with Developing Implications’.  
 
Particulars 
 

 
Facility*** 

Amount (₹ Crs) 
 

Tenure 

Rating* 

Previous Present Previous 
(Aug, 2018) Present 

Fund based 
Term Loans 

 
308.66 

 
300.06 

Long 
Term 

 
BWR BBB+ (SO) 

(Structured Obligation)  
(Stable) 

BWR BBB+** 
(Rating Watch with 

Developing Implications) 
(Reaffirmed) Non Fund Based 

B.G. 7.15 7.15 Long 
Term 

Total 315.81 307.21 INR  Three Hundred & Sixty Crores and Sixty Seven Lakhs 
Only 

*Please refer to BWR website www.brickworkratings.com/ for definition of the ratings  
**BWR assigns the standalone rating and subsequently removes the suffix ‘Structured Obligation’ as per the revised statutory                 
guidelines, since there is no structure available for credit enhancement.  
***Complete details of Bank facilities is provided in Annexure-I 

RATING ACTION/OUTLOOK:  

The reaffirmation in the rating factors in the assured offtake lease agreements signed by the Company                
with PUNGRAIN for all its warehouses, adequate liquidity profile considering sufficient cash accruals             
generated to service its debt obligations each year. SPWPL’s outstanding debt obligations to its lenders is                
secured by escrow of its receivables and maintenance of Debt Service Reserve Account (DSRA) for at                
least one quarter (interest plus principal). BWR has been advised that there is likely to be a change in the                    
Company’s ownership in favour of a strategic investor. The investor is likely to acquire the entire                
warehouse business of the Soma Group, and as per the proposed arrangement, the Company is also likely                 
to acquire the warehouse assets belonging to Soma New Towns P Ltd (SNTPL) (a group company). This                 
transaction is likely to reinforce the Company’s liquidity position to enable it to service ballooning term                
loan repayments from FY22 onwards.  
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However, the rating is however constrained by continued net losses reported over the past three years,                
(though the company has been able to generate sufficient cash accruals to meet its outstanding debt                
obligations), decline in operating profitability levels during FY19, high gearing ratio owing to low              
tangible net worth base, responsibility towards the maintenance and upkeep of the warehouses besides              
susceptibility to delays in rental receipts from government agencies. 

RATING OUTLOOK: RATING WATCH WITH DEVELOPING IMPLICATIONS 

BWR changes its outlook from ‘Stable’ to ‘Rating Watch with Developing Implications’ considering that              
the company is likely to acquire the warehouse assets of its group company (Soma New Towns P Ltd)                  
and the implication of the likely change in Company’s ownership structure on its operations is yet to be                  
ascertained.  

KEY RATING DRIVERS 

Credit  Strengths:  

Assured offtake lease agreements with PUNGRAIN: There is an assured offtake long term lease              
agreements with PUNGRAIN for all its warehouses. The lease rental agreements also provide rental              
escalation clause which is linked to change in Wholesale Price Index (WPI). 

Secured mechanism is in place: The term loans are secured by escrow of all the Company’s cash flows                  
arising from rental receipts of all its warehouses leased. Debt Service Reserve Account (DSRA)              
equivalent to one quarter of interest and principal payment is also maintained, which provides additional               
comfort to its lenders.  

Proposed consolidation of the group’s warehouses: After the likely consolidation of the warehousing              
business of SNTPL (capacity 3,64,020 MT ) into SPWPL, the aggregate warehousing capacity of SPWPL               
will increase to 10,75,600 MT. Thus, SPWPL’s revenue is likely to increase substantially each year               
which will be sufficient to repay its ballooning term loan payments FY22 onwards.  

Adequate liquidity position: SPWPL has reported adequate liquidity position, supported by assured            
lease payments from Food Corporation of India through PUNGRAIN. These lease payments are secured              
by escrow of receivables. SPWPL also maintains DSRA for at least one quarter (interest plus principal).                
SPWPL generated an adequate cash accruals of around Rs. 8.62 Cr (despite fall in overall total operating                 
income and profitability levels) in order to repay its outstanding debt obligation of Rs. 7.99 Cr for FY19.                  
BWR believes that its liquidity profile is likely to improve significantly post consolidation of its group                
warehouse assets. SPWPL’s revenue is expected to increase substantially from FY20 which will be              
sufficient to service its ballooning term loan payments FY22 onwards.  

Credit Risks:  

Net losses reported over the past three years: The Company continues to report net losses on account                 
of high interest-cost burden and high depreciation costs. This has resulted in declining tangible net worth                
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and high gearing despite absence of any additional limits availed. The Company also reported a decline in                 
its total operating income during FY19 owing to some accumulated losses recovered by PUNGRAIN.  

Decline in its operating profit margins: EBITDA margins of the Company declined from 85.51% in               
FY18 to 73.99% owing to significant increase in its operational expenses. Operating expenses increased              
during FY19 owing to construction & maintenance costs incurred for its Patti warehouse.  

Exposure to counterparty credit risk: The Company’s operations remain exposed to counterparty credit             
risks as PUNGRAIN is the sole offtaker. However, the risk is partially mitigated given the Company’s                
past experience with PUNGRAIN in terms of having satisfactory track record of payments from them               
over the past three years.  

ANALYTICAL APPROACH AND APPLICABLE RATING CRITERIA 

BWR has considered the standalone business and financial risk profile of the Company, as detailed in the                 
Rating Criteria (hyperlinks provided at the end of this rationale). 

RATING SENSITIVITIES  

SPWPL’s existing promoters have proposed to sell their entire stake to a new strategic investor. It is                 
likely to consolidate its all group warehouse assets into SPWPL post this transaction. The Company has                
already submitted the proposal to its consortium of lenders which is expected to get approved by the end                  
of next month. Since ballooning repayment starts from FY22 onwards, the ability of the Company to                
complete the proposed transaction and receive approvals from all its consortium of lenders in a timely                
manner remains a key rating sensitivity over the medium term.  

Positive: Improvement in the Company’s liquidity position, post the likely consolidation of the group              
warehouse assets with subsequent increase in its total operating income and profitability levels, thereby              
enabling it to generate sufficient cash accruals to service its ballooning term loan repayments FY22               
onwards would remain a  key rating sensitivity.  

Negative: The rating may be downgraded in the likelihood of a delay in the Company’s proposal for the                  
consolidation of assets or in the event of delays in obtaining approvals from consortium of lenders on                 
the merger proposal.  

ABOUT THE COMPANY: 
 
SPWPL is a group company of the Hyderabad based Soma Group, incorporated in February 2011. The                
Company was set up to execute warehousing projects in the state of Punjab under the Private                
Entrepreneurship Guarantee (PEG) Scheme (2008) by the Food Corporation of India. SPWPL, in             
September 2011, had won the tender bid for the development, operation and maintenance of warehouses               
with capacities aggregating 7.11 lac MT. SPWPL is a wholly owned subsidiary of Soma Warehousing               
Corporation Pvt. Ltd. (SWCPL), which is a step-down subsidiary of Soma New Towns Pvt. Ltd.               
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(SNTPL). SNTPL is also engaged in developing and executing warehousing projects in Punjab. SPWPL              
has achieved first full financial year of operations of all its warehouses in FY16. 
 
Post the likely change in the Company’s ownership structure, a new strategic investor is likely to acquire                 
100% share in SWCPL and subsequently, is likely to pay consideration to SNTPL for acquiring its                
warehouse assets and ownership of SWCPL.  

KEY FINANCIAL INDICATORS: 
 

Key Parameters Units 2018 2019 

Result Type  Audited Audited 

Operating Revenue Rs. Crores 57.12 53.96 
EBITDA Rs. Crores 46.69 39.93 
PAT  Rs. Crores (-)18.01 (-)21.27 
Tangible Net worth Rs. Crores 73.26 51.99 
Total Debt/Tangible Net Worth  Times 4.25 5.83 
Interest Coverage Ratio Times 1.48 1.25 

 
Rating History for the last three years 

Facility Current Rating (Year 2019) Rating History 

 Type 
 

Amount 
(Rs. 
Crs) 

Rating 
22Aug2018 

 21 Aug 2018 20 April 2017 06 July 2015 

Fund Based 
Term Loans 

Long 
Term 

300.06 

BWR BBB+  
 (Rating Watch with 

Developing 
Implications) 

 
Rating moved 

to Not 
Reviewed 
Advisory 

BWR BBB+ 
(SO)  

(Stable) 
 

BWR BBB+ 
(SO)  

(Stable) 
 

BWR BBB+ 
(SO)  

(Stable) 

Non Fund 
Based 

Long term 
B.G. 

7.15 

BWR BBB+  
 (Rating Watch with 

Developing 
Implications) 

 

BWR BBB+ 
(SO)  

(Stable) 
 

BWR BBB+ 
(SO) (Stable) 

 

BWR BBB+ 
(SO)  

(Stable) 

Total 307.21 INR Three Hundred & Seven crores and Twenty lakhs only 
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Status of non-cooperation with previous CRA (if applicable)- N.A. 
Any other information: Nil 

Annexure I  

Details of Bank Facilities rated by BWR 

S No.  Name of the Bank Type of 
Facility 

Long Term 
(Rs. Cr) 

Short Term  
(Rs. Cr) 

Total 
(Rs. Cr) 

1 Central Bank of India Term Loan 
Bank Guarantee 

194.20 
4.50 

- 198.70 

2 Bank of Maharashtra Term Loan 
Bank Guarantee 

46.11 
1.05 

- 47.16 

3 Bank of Baroda 
(Erstwhile Vijaya Bank) 

 Term Loan 
Bank Guarantee 

48.20 
1.10 

- 49.30 

4 State Bank of India 
(Erstwhile SBOP) 

 Term Loan 
Bank Guarantee 

11.55 
0.50 

 12.05 

Total 307.21 - 307.21 

 
Hyperlink/Reference to applicable Criteria  

● General Criteria 

● Approach to Financial Ratios 

● Infrastructure Sector 
 
Analytical Contacts Investor  and Media Relations 

Peeush Middha 
Assistant Manager - Ratings 
+91 172 5032295 
peeush.m@brickworkratings.com  
 
Ashwini Mital 
Director - Ratings 
+91 172 5032295 
ashwini.m@brickworkratings.com 

Liena Thakur 
Assistant Vice President - Corporate Communications 
M : +91 84339 94686  
liena.t@brickworkratings.com  
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For print and digital media The Rating Rationale is sent to you for the sole purpose of dissemination through your                    
print, digital or electronic media. While it may be used by you acknowledging credit to BWR, please do not change                    
the wordings in the rationale to avoid conveying a meaning different from what was intended by BWR. BWR alone                   
has the sole right of sharing (both direct and indirect) its rationales for consideration or otherwise through any print                   
or electronic or digital media. 

About Brickwork Ratings :Brickwork Ratings (BWR), a SEBI registered Credit Rating Agency, accredited by RBI               
and empaneled by NSIC, offers Bank Loan, NCD, Commercial Paper, MSME ratings and grading services.               
NABARD has empaneled Brickwork for MFI and NGO grading. BWR is accredited by IREDA & the Ministry of                  
New and Renewable Energy (MNRE), Government of India. Brickwork Ratings has Canara Bank, a leading public                
sector bank, as its promoter and strategic partner. BWR has its corporate office in Bengaluru and a country-wide                  
presence with its offices in Ahmedabad, Chandigarh, Chennai, Hyderabad, Kolkata, Mumbai and New Delhi along               
with representatives in 150+ locations.  

DISCLAIMER Brickwork Ratings (BWR) has assigned the rating based on the information obtained from the               
issuer and other reliable sources, which are deemed to be accurate. BWR has taken considerable steps to avoid any                   
data distortion; however, it does not examine the precision or completeness of the information obtained. And hence,                 
the information in this report is presented “as is” without any express or implied warranty of any kind. BWR does                    
not make any representation in respect to the truth or accuracy of any such information. The rating assigned by                   
BWR should be treated as an opinion rather than a recommendation to buy, sell or hold the rated instrument and                    
BWR shall not be liable for any losses incurred by users from any use of this report or its contents. BWR has the                       
right to change, suspend or withdraw the ratings at any time for any reasons 
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