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Introduction

Background and Current condition

®

|l ndi a’s coffee retail chain CCD’"s Operations
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Recent Events

U Share Price of CDEL holding company of CCD has 300
dropped by 10 times in last year
U V.G Sidhartha, Founder & MD, suicide note read that 200
huge debt burden on CCD
U Promoters share came down to 17% from 53.6% in 100
March 20109.
U Close to 500 outlets has been closed in last one year 0 o ﬁ
to cut cost Source. May 2013 s
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Issues care

What went wrong?

Enormous Debt Pile

Net debt of 26547 crores on personal
guarantee of VG Siddharth and
® secured by promoter’s shareholding

(s Vg
Unusualhigh Cash& CashEquivalents

Total cash & cash equivalent held by
CDEL and subsidiaries amounts to

W X2500 crore

High Costs of Debt

The cost of debt was very high compare to net

returns on asset

U Issued debentures to Standard Chartered
Unsecured Bank at 14.4% p.a.

U Loan from Kotak Mahindra Investments
Limited at interest rate of 12.50% p.a



Qualitative Analysis

Market Scenario and CCD Position

Losing the Aroma

Low investment on promotions affected brand image especially on the
backdrop of increasing competitors like Starbucks, Barista, Mocha

Ineffective Site Selection

Many outlets have been opened in wrong places which have resulted in low
turnover and affects brand image as well

Affordability

The menu is affordable and targeted at youth.
These features have put CCD in a unique position in Indian café market

Produces/growshe coffee itserves

CCD produces high quality coffee and thus backwards integration saves a lot of
cost.
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Executive Summary caré

COFree
Day
Our path towards revival

Goal Key Questions Recommendations

Debt Workouts and Asset
Restructuring

Use cash balances to ease
out debts

Reinvigorate CCD’s lost
iconic blend

U Focus on core competency of
coffee business

U Utilize strengths of brand appeal
and affordability




Recommendations caré

Day
What the company could have done?

L J
Go for out-of-court debt reconstructioninstead of formal

procedures to save the brand name

Avoi d ‘’bficommanyassetsa iswill
adversely affect value of Firm and shareholder’s

confidence .
Renegotiate debt termswith goal of easing

interest rates and easy repayment dates

Managing

Using existing brand appeal, aggressive
Debts g g PP gg

advertisingfocusing on urban youth market
L
Use unusuahigh cashbalancesof CDEL, in paying

short-term debt of company

-
- Instead of going big on investments in vending machines by
borrowing, focus on increasing operationaéfficiency
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