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Facilities Amount (X crore) Rating Action
_ CARE B; Stable .
Long Term Bank Facilities 8.53 (Single B: Outlook: Stable) Reaffirmed
8.53

Total Bank Facilities

(X Eight Crore and Fifty-Three Lakhs Only)

Details of facilities in Annexure-1.

Detailed rationale and key rating drivers

The rating assigned to the bank facilities of Anjanee Cement Corporation (ACC) continues to remain constrained by its
partnership nature of constitution, small scale of operations, leveraged capital structure, risk arising out of volatility in raw
material prices, working capital intensive nature of business, intensely competitive nature of the industry, cyclical nature of the
cement industry with exposure to geographical concentration risk.

However, the rating derives strength from experienced partners with wide dealer network.

Rating sensitivities
Positive factors — Factors that could lead to positive rating action/upgrade:
e Sizeable increase in scale of operations from present level (Total Operating Income above Rs.50.00 crore) on a
sustained basis
Negative factors — Factors that could lead to negative rating action/downgrade:
e Any sizeable de-growth in scale of operations from present level (total operating income below Rs.10.00 crore) on a
sustained basis
e Deterioration in capital structure with overall gearing ratio reaching higher than the level of 4.00 on a sustained basis.

Detailed description of the key rating drivers

Key rating weaknesses

Partnership nature of constitution

ACC is a partnership firm and the inherent risk of withdrawal of capital remains. The partners had withdrawn capital of Rs. 1.04
crore in FY22 (Rs. 6.30 crore in FY21).

Small scale of operations

ACC is into manufacturing of cement business since 2014 and accordingly has track record of operations of about eight years.
Furthermore, ACC is a small player in the cement industry marked by total operating income of Rs. 21.00 crore with PBT of
Rs.1.39 crore in FY22 (Prov.) as against Rs.18.17 crore with a PBT of Rs. 1.55 crore in FY21. Further, the partner’s capital stood
at Rs. 3.58 crore as on March 31, 2022 as against Rs.3.23 crore as on March 31, 2021.

PBILDT margin deteriorated to 10.99% in FY22 (prov.) as against 16.44% in FY21 on account of increase in cost of raw
material which could not be fully passed on. In line with dip in PBILDT margin, PAT margin declined to 6.63% in FY22 (prov.)
as against 8.51% in FY21.

Leveraged capital structure

Although overall gearing of the firm improved to 2.20x as on March 31, 2022 as against 2.40x as on Mar 31, 2021 on account
of payment of GECL term loan, it remained leveraged. Further, the interest coverage ratio also improved to 4.12x in FY22 from
3.93x in FY21 due to reduction in interest expenses. Total debt to GCA deteriorated to 4.52x in FY22 (Prov.) as against 4.05x in
FY21 on account of lower profitability.

Risk arising out of volatility in raw material prices

ACC is engaged in manufacturing of cements and does not have its own clinker unit. Hence, it has to procure it from other
cement manufacturers. The firm procures its major raw material i.e., clinker mainly from large cement players. Furthermore, it
does not have any long-term agreement with its suppliers. The raw material cost continues to be the major cost component of
ACC constituting around 78% of the total cost of sales in FY22 & around 71% of total cost of sales in FY21. Any sharp
movement of major raw material may affect the profitability of the firm.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Working capital intensive nature of business

The operation of ACC is working capital intensive in nature which reflected through its high operating cycle. ACC maintain
inventory of 45 to 60 days smooth running of its production and provide open credit of 30-90 days to its old dealers/ distributor,
no credit is given to its new dealers/ distributors. Further, operating cycle of the firm has been elongated from 45 days in FY21
to 58 days in FY22 despite improvement in collection period from 74 days in FY21 to 57 days in FY22. This is mainly on account
of reduction in creditor days.

Intensely competitive nature of the industry with exposure to geographical concentration risk

ACC is operating in a highly competitive market, dominated by the large cement manufactures with wide brand acceptability.
High competition restricts the pricing flexibility of the industry participants and has a negative bearing on the profitability.
Furthermore, the operations of the firm are confined in the state of Assam only. Hence, presence in only a single state led to
geographical concentration risk for the firm.

Cyclical nature of the cement industry

Cement demand is derived from real estate, infrastructure & industrial sectors. Spiralling cost of capital, delays in execution of
infrastructure as well as industrial projects. Due to the elections held in five states, disruption in construction activity dragged
the demand growth to 5% in February 2022, which saw a reversal in trend with a strong uptick in March 2022. East and West
regions witnessed low-to-marginal growth in housing and infrastructure due to degrowth in urban housing and infrastructure.

Key rating strengths

Experienced partners

ACC is currently managed by Mr. Naba Kumar Basumatary who has around two decades of experience in cement industry, looks
after the day-to-day operations of the firm. He is being duly supported by the other partners Mr. Debasis Das, Mr. Apurba
Talukdar, Mr. Debi Lal Choudhary, Mr. Harish Chandra Tripathi, Mr. Mrinal Jyoti Das and Mr. Durgesh Chandra Choudhary along
with a team of experienced personnel.

Wide dealer network
The firm has around 80 local dealers for the distribution of its products in the state of Assam.

Liquidity: Stretched

The liquidity position remains stretched. The average utilisation of fund-based limits of the firm remained high around 97%
through the past 12 months ended March 31, 2022. The firm availed Guaranteed Emergency Credit Line (GECL) of Rs.0.60
crore and repayment of the same started from July 2021. In FY23, the debt repayment obligation stands at Rs.0.20 crore which
would be met entirely out of cash accruals.

Analytical approach: Standalone

Applicable criteria

Rating Outlook and Credit Watch

Policy on default recognition

Financial Ratio- Non - Financial Sector
Liquidity Analysis of Non-Financial sector
Rating Methodology - Cement

Criteria for Short term ratings

About the company

Anjanee Cement Corporation (ACC) was established as a partnership firm in 2009 by Mr. Naba Kumar Basumatary and Debasis
Das for setting up a cement grinding unit. The firm has been engaged in the business of manufacturing cement at its plant
located at Baska, Assam with aggregate installed capacity of 90,000 metric ton per annum. The firm has started commercial
operations from June, 2014 onwards. The cement manufactured by the firm is marketed under the brand nhame of ‘NEERMAAN’
in the state of Assam.

ACC is currently managed by Mr. Naba Kumar Basumatary who has around two decades of experience in cement industry, looks
after the day to day operations of the firm. He is being duly supported by the other partners.

Brief Financials (X crore) March 31, 2021 (A) March 31, 2022 (P) Q1FY23 (UA)
Total operating income 18.17 21.00 NA
PBILDT 2.99 2.31 NA
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Brief Financials (X crore) March 31, 2022 (P) Q1FY23 (UA)

March 31, 2021 (A)

Total operating income 18.17 21.00 NA
PAT 1.55 1.39 NA
Overall gearing (times) 2.40 2.20 NA
Interest coverage (times) 3.93 4.12 NA

A: Audited; NA: Not available; UA: Unaudited

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating history for the last three years: Please refer Annexure-2

Covenants of the rated instruments/facilities: 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

Coupon | Maturity S'z; ::ethe
Rate Date
(X crore)

8.53

Annexure-1: Details of facilities

Date of
Issuance

Name of the

Rating Assigned along with

ISIN Rating Outlook

Instrument

Fund-based - LT-Cash
Credit

CARE B; Stable

Current Ratings \ Rating History

Name of JY— Date(s) and | Date(s) and Date(s) and Date(s) and
the Bank . . Rating(s) Rating(s) Rating(s) Rating(s)
A Type | Outstanding Rating » : . : . : . :
Facilities (X crore) assigned in assigned in assigned in assigned in
2022-2023 2021-2022 2020-2021 2019-2020
Fund-based .
T ) ) ) ) ) 1)Withdrawn
1 LLT Term LT (01-Jul-19)
oan
Fund-based CARE B: 1)CARE B; 1)CARE B; 1)CARE B;
2 - LT-Cash LT 8.53 Stable - Stable Stable Stable
Credit (09-Sep-21) (11-Jun-20) (01-Jul-19)

*Long term/Short term.

Annexure-3: Detailed explanation of the covenants of the rated instruments/facilities: Not Applicable

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

Name of Instrument
1 Fund-based - LT-Cash Credit

Complexity Level
Simple

Annexure-5: Bank lender details for this company
To view the lender wise details of bank facilities please click here

Note on complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis of
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.
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About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise
capital and enable investors to make informed decisions. With an established track record of rating companies over almost
three decades, CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise,
backed by the methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in
developing bank debt and capital market instruments, including commercial papers, corporate bonds and debentures, and
structured credit.

Disclaimer:

The ratings issued by CARE 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. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions
with the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it
has no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as
per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced
and triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information, please visit www.careedge.in
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