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Ratings

Amount

Facilities/Instruments
/ (Rs. crore)

Ratings Rating Action

Reaffirmed at CARE A- (CWD)
(Single A Minus) (Under Credit watch with
Long Term Bank Facilities - - Developing Implications); Continues to be on
Credit watch with Developing Implications
and Withdrawn

Reaffirmed at CARE A1 (CWD)
(A One) (Under Credit watch with
Short Term Bank Facilities - - Developing Implications); Continues to be on
Credit watch with Developing Implications
and Withdrawn

Total Bank Facilities -

Details of instruments/facilities in Annexure-1

CARE had placed the ratings of JSSW Cement Limited under ‘Credit Watch with Developing Implications’ vide press release dated
December 09, 2020, on account of the proposed capital expenditure plans under its subsidiary, Shiva Cement Limited (SCL) to
the tune of Rs.1500 crore for 1.36 million tonnes (MT) per annum clinker plant and 1 MT per annum grinding unit which are
expected to be executed over a period of 3-5 years. Further, JSWCL has also planned expansion at its own various
manufacturing facilities. Resultantly, the company is exposed to project execution risks and the capital structure of JSWCL is
expected to remain leveraged due to drawdown of debt in phased manner over the next 3-4 years with overall gearing ratio
of 2.31 times as on March 31, 2020.

Detailed Rationale & Key Rating Drivers

CARE has reaffirmed the outstanding rating of JSW Cement Limited at CARE A-; (Under Credit watch with Developing
Implications), CARE Al (Under Credit watch with Developing Implications) and has simultaneously withdrawn it, with
immediate effect. The rating withdrawal is at the request of JSW Cement Limited and ‘No Objection Certificate’ received from
all banks that have extended the facilities rated by CARE.

The ratings continue to derive comfort from the strength of experienced promoters (JSW group) along with established track
record and financial support, experienced management, group synergies accruing to JSWCL for procurement of raw materials
(slag) and power requirement, location advantage of the plants as well as consistent growth in operations, Successful
commissioning of Jajpur Plant and Fujairah Plant, fiscal incentives for West Bengal, Orissa and Karnataka (Vijaynagar) plants.
The ratings are, however, constrained by exposure to volatility in prices of raw material and input costs impacting profitability,
highly leveraged capital structure and deterioration in overall gearing levels, moderate debt servicing indicators, exposure to
project execution risk and inherent cyclicality of the cement industry.

Rating Sensitivities
Positive Factors - Factors that could lead to positive rating action/upgrade:
e Improvement in Overall Gearing below levels of 1x times on sustained basis.

Negative Factors- Factors that could lead to negative rating action/downgrade:

e Any material decline in average realization and sales volume across product segments, substantial rise in input costs
resulting in lower than envisaged profitability and PBILDT margins below 20%

e Any negative deviation in the execution of proposed expansion plan within the specified timelines with any major cost
overrun along with raising of funds for the same.

e Any delay in stake sale to private equity investor

Detailed description of the key rating drivers

Prominent promoter group; experienced management

JSWCL is a part of JSW group, which in turn is a part of the Sajjan Jindal group. JSW group has significant presence in the
diversified business segments like steel, energy, infrastructure, cement, ventures and sports. By virtue of being a part of the
group, JSWCL draws strength from the JSW group’s well-established track record in project execution and cost management
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expertise. Additionally, JSWCL has made use of JSW brand name as well as wide marketing and distribution network of JSW
Steel Limited (JSWSL) for setting up of its own marketing network. JSWCL also enjoys reasonable financial flexibility by virtue
of being a part of JSW group. Furthermore, the promoters have infused funds to the tune of Rs.584 crore over the past few
years to support growth plans and improve capital structure, thus consistent financial support in the past from the promoters
enabled the company to ramp up its operations and manage its cash-flows in an efficient manner. They are expected to provide
need based financial assistance to JSSWCL.

Integrated nature of operations providing assured supply of slag along with presence of limestone mines and captive
power plants

Key raw materials required for manufacturing of cement are limestone, slag, gypsum, coal and pet-coke. JSWCL procures
limestone from captive mines at Kurnool District (Andhra Pradesh), having proven reserves of around 134 million tonnes (MT),
During FY19, the company has acquired new limestone mines in Kutch, Gujarat (125 MT) and Nagaur, Rajasthan (205 MT). The
company also has 300 MT limestone reserve at Fujairah Plant, UAE. Further, JSWCL has a long-term agreement with JSWSL for
procuring slag at bulk rates. For Salboni unit, the company has tie up with Tata Steel Limited for supply of slag. Gypsum is
purchased either from domestic market or is imported. For Dolvi unit as well, adequate slag is available from JSWSL’s Dolvi
unit. The power requirements for JSWCL’s Vijayanagar plant is met from power plant of JSW Energy Ltd (for which PPAs are in
place while that of Nandyal and Salboni 18MW captive thermal power plants have been commissioned to reduce the power
cost. JSWCL’s coal requirement is being met through imports from South Africa, Australia and Indonesia, while pet-coke is
being sourced by a mix of local sourcing and imports.

Location advantage of the plants, enabling JSWCL synergising its operations and enhancing its operational metricises:
JSWCL’s grinding and clinker units have location advantage in terms of proximity to raw material sources (limestone mines,
Nandyal plant is located adjacent to the limestone mine and slag, Vijaynagar unit located in the vicinity of JSW Steel premises)
and modes of transport (roads and rail). The target markets for JSWCL are Karnataka, Maharashtra, Andhra Pradesh, Telangana,
Kerala, West Bengal, Tamil Nadu, Bihar, Jharkhand, Odisha and Goa which are adjacent localities from its manufacturing units
which are in and around 400 kms radius from the units. The location advantage has important bearing on the profitability,
considering cement is a freight intensive industry.

Constant increase in scale of operations by diversifying in new markets and enhancing its reach in key markets: Over the
past few years, JSWCL’s scale of operations increased on the back of higher sales volumes along with better realizations. The
total operating income has grown at a CAGR of 30% over the past 3 years. Further, in an effort to increase geographical
diversification, JSWCL has acquired approx. 53.50% stake in Shiva Cement through purchase of equity shares from promoters,
ACC and other public shareholders under the open offer. The company has successfully completed the expansion of grinding
capacity Vijaynagar (Karnataka), Salboni (West Bengal), Jajpur (Orissa) and Dolvi (Maharashtra) which has increased the total
capacity from 6.4 MTPA (Million tonnes per Annum) in FY16 to 14 MTPA (Million tonnes per Annum) as on March 31, 2020.
Also, in FY17, JSWCL incorporated 100% subsidiary “JSW Cement FZE” in Fujairah Free Zone located in the Emirate of Fujairah,
UAE. JSW Cement FZE is setting up 1 MTPA clinker plant to cater the clinker requirement for JSW Cement Limited grinding unit.

Fiscal Incentives on back of capex in Salboni, West Bengal and Jajpur, Odissa: JSWCL is expected to receive the fiscal
incentives from government for capacity expansion in Salboni, West Bengal and Jajpur, Odissa. Further, the company has also
received interest free loan for 75% of FAV (Fixed Asset Value) for Vijaynagar plant, Karnataka for a period of 10 years.

Key Rating Weaknesses

Leveraged capital structure and moderate debt coverage indicators:

JSWCL'’s capital structure is leveraged as characterised by overall gearing of 2.31x (P.Y 2.21x) as on March 31, 2020 and long
term debt to equity of 2.11x (P.Y 2.13x) as on March 31, 2020 owing to debt funded expansion activities in the past 2-3 years.
During FY20, JSWCL’s debt coverage indicators and its capital structure deteriorated primarily on account of elevation in debt
levels owing to capex of Jajpur and Dolvi plants. Total debt is expected to remain at high levels in medium term owing to debt
drawdown for Fujairah and Jajpur capex and recently announced capex under JSWCL AND SCL. PBILDT interest coverage
although improved to 2.40x in FY20 from 2.01x in FY19 due to improvement in EBIDTA, however, continues to remain moderate
mainly due to high interest cost due to debt drawdown for capex.

Exposure to volatility in raw material prices and input costs impacting profitability margins

Although the company has captive mines for limestone and supply agreements for slag, The Company is still exposed to
volatility of input prices for key components of its operating costs like freight, fuel and power costs in addition to raw material
costs which form a major portion of its cost structure. Furthermore, with the surplus capacity of the cement industry, the price
of cement remains susceptible to demand supply dynamics. The PBILDT margins have remained in the range of 22-26%
historically, however dipped in FY19 to ~17% mainly due to high freight costs, driven by increase in fuel prices and higher
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volumes on the back of expansion projects undertaken by the company. During FY20, profitability has improved due to strong
sales volumes and improvement in realizations. During H1FY21, the company generated revenue of Rs.1254 crore and PBILDT
Margin of 24.02%. Going forward, any significant increase in input costs will be key rating monitorable.

Inherent nature of cyclicality of cement industry; stable outlook

Cement industry is highly cyclical in nature and depends largely on the economic growth of the country with high degree of
correlation between the GDP growth and the growth in cement consumption. Given the inherent cyclical nature of the cement
industry, the company remains exposed to risks associated with the same. However, higher outlay and focus on infrastructure,
housing and rural development are likely to boost the cement demand in the long-term, which in turn will benefit the
companies in the sector.

Exposure to project execution risk

The company has recently announced capital expenditure plans under SCL to the tune of Rs.1500 crore for 1.36 million MT
clinker plant and 1 MT per annum grinding unit which are expected to be executed over a period of 3-5 years. Further, JSSWCL
has also planned expansion at its own various manufacturing facilities which will majorly be funded by PE investment which
the company is planning to raise by March 2021. Out of the 1500 crore capex, majority of capex is towards clinker project
which accounts to ~Rs.600-700 crore. The project is expected to be funded by a mix of debt and equity wherein Rs. 1150 crore
(76.67%) of the capital expenditure will be funded via debt and balance through equity. The company is also in discussions to
raise ~200 million (~Rs.1500 crore) through PE investment to fund the capex plans at JSW Cement. The total duration of the
announced project under SCL is 3-5 years which will be executed in various phases with clinker unit and cement grinding unit
expected to be commissioned by end of FY23 and railway infrastructure and ancillary facilities in the next 5 years. Thus, the
company is exposed to project risk although the same is partially mitigated due to track record of successful execution of
projects undertaken in the past.

Liquidity: Adequate

The Company’s working capital cycle stood at ~21 days with collection period of 53 days and creditor days of 120 days in FY20.
Major creditors comprise of acceptances for coal imports and clinker imports. Average Maximum working capital utilization
for fund based limits stood at ~70% and for Non fund based limits stood at ~80% for 12 months ending February 2020.
Moreover, the company receives funding support from promoters and derives financial flexibility from being part of JSW group.

Analytical approach: CARE has taken consolidated approach on account of strong operational and strategic linkages with
limited review of key consolidated financials as on March 31, 2020. The list of subsidiaries of which financials have been
consolidated is provided in Annexure 5.

Applicable Criteria

Criteria on assigning Outlook and Credit Watch to Credit Ratings
CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Financial ratios — Non-Financial Sector

Rating Methodology: Consolidation

Rating Methodology: Factoring Linkages in Ratings

Rating Methodology — Manufacturing Industry

Rating Methodology —Cement Industry

Rating Methodology -Liquidity Analysis of Non-financial sector entities

About the Company

JSW Cement Limited (JSWCL) is a part of JSW Group, managed by Mr. Parth Jindal, Mr. Parth is a Harvard Business School
alumni. JSWCL is engaged in manufacturing various grades of cements (Portland Slag Cement (PSC), Ordinary Portland Cement
(OPC), Ground Granulated Blast Furnace Slag cement (GGBFS) and Concreel HD cement (CHD) and Composite Cement (CPC)
The company was established with a view to utilize the slag generated from the integrated steel plant at Vijaynagar works of
JSW Steel Ltd. for production of cement. Slag-based cement has certain advantages, such as increased strength, less corrosion,
heat and water-resistance and longevity, which JSWCL aims to capitalise on. The company has total installed Capacity for
manufacturing of Cement of 14 MTPA (Million Tonnes Per Annum) on consolidated basis with presence in West, South and
East India spread across 10 states and distribution network of 3829 dealers as on March 25, 2020.
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Brief Financials (Rs. crore) FY19 (A) FY20 (A)
Total operating income 2767.33 2967.87
PBILDT 476.86 642.17
PAT 90.31 154.31
Overall gearing (times) 2.21 2.31
Interest coverage (times) 2.01 2.40

A: Audited

Note: The financials have been reclassified as per CARE standards

Status of non-cooperation with previous CRA: NA

Any other information: NA

Rating History for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in

Annexure-3

Complexity level of various instruments rated for this company: Annexure 4

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity SIZE:::he Rating assigned along
Instrument Issuance Rate Date with Rating Outlook
(Rs. crore)
Non-fund-based - ST- i i i 0.00 Withdrawn
BG/LC '
Term Loan-Long Term - - - 0.00 Withdrawn
Fund-based - LT-Cash Withdrawn
. - - - 0.00
Credit
Fund-based - LT-Term i i i 0.00 Withdrawn
Loan
Annexure-2: Rating History of last three years
Current Ratings Rating history
St Name of the Type Amount Rating | Date(s) & | Date(s) & | Date(s) & | Date(s) &
No Instrument/Bank . Rating(s) | Rating(s) | Rating(s) | Rating(s)
. ilities Outstanding R . . . . . . .
Faciliti (Rs. crore) assigned in | assigned in | assigned in | assigned in
) 2020-2021 | 2019-2020 | 2018-2019 | 2017-2018
1)CARE Al
(29-Mar-
1)CARE Al 19)
(CwD) 1)CARE A1 2)CARE Al
Non-fund-based - ST- (31-Mar-
1. BG/LC ST - - (09-Dec- 20) (26-Dec- -
20) 18)
3)CARE Al
(04-Apr-18)
1)CARE A- | 1)CARE A-; | 1)CARE A-;
2. | Term Loan-Long Term LT (CWD) Stable Stable
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(09-Dec- (31-Mar- (29-Mar-

20) 20) 19)
2)CARE A-;
Stable
(26-Dec-
18)
3)CARE A-;
Stable
(04-Apr-18)
1)CARE A-;
Stable
(29-Mar-
1)CARE A- |1)CARE A-; 19)
’ | 2)CARE A-;
(CwD) Stable
3. Fund.-based - LT-Cash LT i i (09-Dec- (31-Mar- Stable i
Credit 20) 20) (26-Dec-
18)
3)CARE A-;
Stable
(04-Apr-18)
1)CARE A-;
Stable
(29-Mar-
1)CARE A- | 1)CARE A-; 19)
’ | 2)CARE A-;
Fund-based - LT-Term (Cwb) stable Stable
4, LT - - (09-Dec- (31-Mar- -
Loan 20) 20) (26-Dec-
18)
3)CARE A-;
Stable
(04-Apr-18)
Annexure-3: Detailed explanation of covenants of the rated instrument / facilities
Name of the Detailed explanation
Instrument
A. Financial covenants
1. DSCR (Debt Service Coverage Ratio) Minimum 1.15x times
2. TTL/TNW (Total Term Liability/Tangible Networth) Not to exceed 3.0x times up to FY20 and 2.5x times from
FY21
3. FACR (Fixed Asset Coverage Ratio) Not Below 1.15x times
B. Non-financial covenants
1. Promoter Undertaking To maintain minimum 51% shareholding and retain
management control and to bring in any cost overrun in the
project.
2. Borrower Undertaking Any contribution from promoters/related parties in form of
unsecured loans/NCD/OCD etc. to be subordinate to the
credit facilities.

Annexure 4: Complexity level of various instruments rated for this Company
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;:,' Name of the Instrument Complexity Level
1. |Fund-based - LT-Cash Credit Simple
2. | Fund-based - LT-Term Loan Simple
3. | Non-fund-based - ST-BG/LC Simple
4. |Term Loan-Long Term Simple

Annexure-5: List of subsidiaries of JSWCL getting consolidated (list as on March 31, 2020)

Name of companies/ Entities Country of Incorporation % of holding in FY20
JSW Cement FZE UAE 100 %

Shiva Cement Limited India 54.44 %

Utkarsh Transport Private Limited India 100 %

Note on complexity levels of the rated instrument: 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.

Media Contact

Mradul Mishra
Contact no. — +91-22-6837 4424
Email ID — mradul.mishra@careratings.com

Analyst Contact

Group Head Name — Ratnam Raju Nakka
Group Head Contact no - 022-6837 4472
Group Head Email ID- ratnam.nakka@careratings.com

Business Development Contact
Name: Saikat Roy

Contact no. : 022-6754 3404

Email ID: saikat.roy@careratings.com

Mr. Ankur Sachdeva
Contact no: + 91 98209 98779
E-mail ID: ankur.sachdeva@careratings.com

About CARE Ratings:

Contact us

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating agencies
in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit Assessment
Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market built around
investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to raise capital for their various
requirements and assists the investors to form an informed investment decision based on the credit risk and their own risk-return
expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed by the methodologies congruent

with the international best practices.
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Disclaimer

CARE’s ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not
recommendations to sanction, renew, disburse or recall the concerned bank facilities or to buy, sell or hold any security.
CARE’s ratings do not convey suitability or price for the investor. CARE’s ratings do not constitute an audit on the rated
entity. CARE has based its ratings/outlooks 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. CARE or its subsidiaries/associates may also have other commercial transactions with the entity. In
case of partnership/proprietary concerns, the rating /outlook assigned by CARE is, inter-alia, based on the capital deployed
by the partners/proprietor and the financial strength of the firm at present. The rating/outlook 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. CARE is not responsible for any errors and states that it has no financial liability
whatsoever to the users of CARE’s rating.

Our ratings do not factor in any rating related trigger clauses as per the terms of the facility/instrument, which may involve
acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and if triggered, the
ratings may see volatility and sharp downgrades.

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com
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