Press Release care

RATINGS

August 11, 2023

Facilities/Instruments Amount (X crore) Rating! Rating Action
Long Term Bank Facilities 1,250.00 CARE AAA; Stable Reaffirmed
Short Term Bank Facilities 1,200.00 CARE A1+ Reaffirmed
Issuer rating 0.00 CARE AAA; Stable Reaffirmed
Non Convertible Debentures - Proposed 700.00 CARE AAA; Stable Assigned
Commercial Paper 500.00 CARE A1+ Reaffirmed

Details of instruments/facilities in Annexure-1.

Rationale and key rating drivers

CARE Ratings Limited (CARE Ratings) has reaffirmed the ratings to the bank loan facilities and commercial paper of Shree Cement
Limited (SCL) along with assigning long term rating to the proposed Non Convertible Debentures (NCD).

The rating assessment continues to consider SCL's strong competitive position in grey cement manufacturing supported by
installed capacities of 49.90 MTPA in India majorly spread across Northern and Eastern Regions of India. Its strong market position
is amplified by the company’s significant penetration in Northern, followed by Eastern and Central India regions and modest
presence in Western and Southern India. Further, penetration in existing markets and diversification in newer region is expected
with the company’s current capital expenditure (capex) plan. The company has established a healthy brand recall of its cement
products which is supported on ground by its distribution network leading to higher retail trade mix. The company is also focussing
on premiumisation of its product profile. Further, the cost competitiveness is driven by the presence of captive limestone mines
and significant captive power generation. This is further boosted by significant green power mix which is both low cost and
environment friendly. Additionally, high proportion of blended cement reduces its fuel requirements. Though, the operating
profitability was adversely impacted in line with the industry due to spike in power and fuel costs, the company continues to have
sound operating profitability which is expected to improve over the medium term. Furthermore, the ratings also factor in SCL's
robust financial profile which is characterized by its healthy capital structure and strong debt coverage indicators. These strengths
are partially offset by cyclicality in the cement industry and volatility in input costs.

CARE Ratings had come out with credit update dated July 5, 2023 with regards to the income tax surveys at its various premises.
Further, CARE Ratings has also taken cognizance of recent order of inspection issued by the office of Regional Director, Ministry
of Corporate affairs (MCA) under Section 206(5) of the Companies Act, 2013, under which direct inspection of books and paper
can be undertaken. There have been no further developments on these matters. CARE Ratings would continue to monitor
developments of these events and their impact on the credit profile of the company. SCL continues to have robust liquidity
with net cash position as on March 31, 2023, which is expected to continue over the medium term.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors: NA

Negative factors
e Decline in the operating performance, resulting in net debt/PBILDT above 1x on a sustained basis
e Any significant reduction in the liquidity levels of the company either on account of significant debt funded capex or
deterioration in the business risk profile

Analytical approach: Consolidated

CARE Ratings Limited (CARE Ratings) takes a consolidated view of the parent (SCL) and its subsidiaries owing to significant
business and financial linkages between the parent and the subsidiaries. The details of the subsidiaries and associates which have
been consolidated as on March 31, 2023 are given in Annexure - 6.

Outlook: Stable
The rating outlook “Stable” indicates the expected sustenance of its strong market position in the cement business, strong
operating efficiency and robust financial risk profile. The company is expected to continue growing its scale of operations

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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supported by incremental cement capacities at a healthy operating profitability margin. Despite expected incremental debt for its
ongoing capacity expansion, the company is expected to maintain net cash position and strong solvency ratios.

Detailed description of the key rating drivers:

Key strengths

Strong competitive position supported further by diversified geographical profile: SCL is among the top 3 cement
manufacturers in India with its 49.90 MTPA cement capacity as on July 31, 2023 underpinning its strong market position. SCL,
already entrenched itself as a strong player in Northern India deriving about 44%-47% of its sales volume, has been gradually
diversifying its geographical presence. It generates 23%-26 of its sales volume from Eastern region and Central region 17%-
18%. The company has 26.30 MTPA of cement capacities in Northern India and 17.60 MTPA of cement capacities in Eastern India
(including 3 MTPA of new cement grinding unit commissioned recently in Purulia, West Bengal) followed by modest capacities of
3 MTPA of cement capacities in West and South India. The current capex plan wherein the company has targeted to reach 80
MTPA entails them diversifying further in Southern and Central region where it has limited cement capacity. In the short term,
Nawalgarh (Rajasthan) integrated unit with 3.5 MTPA cement capacity is expected to commission in Q3FY24.

This strong competitive position is also reflected in its vast scale of operations, having sold 31.82 million tonnes (MT) of cement
and clinker in FY23 and registering volumetric growth of 14.71% year on year (Y-0-Y). This coupled with modest growth in cement
and clinker realization to Rs.4896 per tonne led to moderate growth of 19.58% Y-0-Y in net sales to Rs.17441 crore in FY23. With
general elections coming in May 2024, there is expectation of huge push towards infrastructure and thus, the cement industry is
expected to clock high single digit growth in FY24. Aided by this and ramp up of new cement capacities, the company is expected
to grow its volume by 10%-12% in FY24.

Large retail trade mix driven by healthy brand recall and established distribution network: Despite being a
commoditized business, SCL has been able to establish its brand over the years. The company has diversified brand portfolio
consisting of Shree Jung Rodhak Cement, Roofon Cement, Bangur Cement, Bangur Power Cement, Rockstrong Cement and
Rockstrong Premium Cement. SCL has a network of 999 sales promoters and 22,161 dealers and 13,608 sub-dealers which
significantly supports the on-ground sales of SCL’s products. Further, the company largely sells blended cement which is consumed
by retail trade segment. Accordingly, the company’s retail trade mix is 81% in FY23 in the overall volumes.

The company has been focussing on premiumisation of its product portfolio with Roofon and Bangur being its premium cement
brands. The company has increased its premium product mix from 6.6% of trade mix in Q4FY22 to 7.5% in Q4FY23 and is
targeting to increase to 15% by end of this fiscal year which may allow the company to increase its realization.

Sound operating efficiencies: The company’s large scale of operations is supported by its internal operating efficiencies
allowing it to control costs and have a wide market reach. The company has established captive thermal power plant (TPP) of
503 MW, WHRS of 211.50 MW and renewable energy (i.e. solar and wind energy) of 179.55 MW as on June 30, 2023. This makes
the company self-sufficient for significant portion of its power requirements along with being cost effective. With 391.05 MW of
captive green power (WHRS, solar and wind), the company has amongst the highest green power consumption mix in the Indian
cement industry which is not only environment friendly but also low cost compared to conventional power. The company increased
its green power consumption to 51.1% in FY23 from 48.3% in FY22. The company has captive limestone reserves to fully meet
its requirements for the long term. Apart from this, the company has various split grinding units which help it in accessing wider
market. Its multi-fuel kilns and production of higher blended cement of its total sales volumes i.e. around 75%, helps in limiting
fuel costs for kiln. Additionally, the company is also increasing its usage of alternative fuels and raw materials usage in kiln which
costs lower than Rs.1 per kilo calories. The thermal substitution rate was 3.50% in FY23 increasing from 2.41% in FY22 and the
company is targeting to increase the same to 15% by end of current fiscal year.

These factors have helped the company maintain sound operating margins in the range of 24%-30% over the three fiscal years
through FY22, though moderation has been observed in FY23 on account of significant cost inflation particularly in power & fuels
costs. Pent-up demand post opening up of the global economy and subsequently Russian-Ukraine war, led to sharp rise in power
& fuel costs since Q3FY22. Yet, despite the cost inflation, the company’s operating margin in FY23 was around 16%. PBILDT per
tonne was Rs.1,178 in FY22 which has moderated to X827 per tonne in FY23. However, the company is expected to cross PBILDT
per tonne of atleast Rs.1000 in FY24 largely driven by softening of power & fuel cost along with various initiatives being undertaken
such as targeting increased AFR usage, adding more low-cost green power capacity and increasing railway sidings.

Robust capital structure and debt coverage metrics; despite debt funded capex plan: Net worth of the company stood
strong at Rs.18,602 crore as on March 31, 2023 as against Rs.17453 crore as on March 31, 2022. The company has also a
deleveraged balance sheet which can be observed from its overall gearing remaining in the range of 0.18x-0.20x over the last
three fiscal years ending March 31, 2023. This is supported by healthy cash flow from operations over the last few fiscals along
with strong cash and cash equivalents (including investments), which limited reliance on debt, both for capex and working capital
requirements. The company has a roadmap to increase its capacity to 80 MTPA and accordingly has accelerated its capex spending
post slowing it down due to COVID-19. The company has spent about Rs.3600 crores in FY23 and expected to undertake capex
of about Rs.8000-9000 cr in FY24 and FY25 at a consolidated level. These are largely funded by internal accruals and the significant
liquid investments built up over the last few years. Hence, the company’s overall capital structure is expected to remain robust
over the medium term.

With comfortable debt position and healthy profitability, the company’s debt coverage metrics also remained strong. The interest
coverage ratio was 10.83x (16.80x) in FY23 (FY22) and net debt to PBILDT is negative on account of net cash position of the
company. These metrics are expected to remain strong over the medium term.
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Key weaknesses

Cyclicality of the cement industry

The cement industry is highly cyclical in nature and depends largely on the economic growth of the country. There is a high
degree of correlation between the GDP growth and the growth in cement consumption. Cement being a cyclical industry goes
through phases of ups and downs, and accordingly impacts the unit realisations.

Volatility in input costs: The company is exposed to commaodity price risk arising out of fluctuation in prices of raw materials
(gypsum, fly ash and iron slag) and fuel (coal and pet coke). Coal (indigenous and international) is used for both the power
generation to run its plants and as fuel for kilns. Since Q3FY22, there has been tremendous increase in the energy cost. Initially
it was on account of pent-up demand after the world started opening up post multiple COVID-19 waves and vaccinations.
However, the costs exacerbated with start of Russia-Ukraine war. The pet coke and coal prices now have significantly reduced
from its FY23 peak, however, the same may move up again considering various global economic factors.

Liquidity: Superior

SCL's strong liquidity is supported by healthy cash & cash equivalents along with significant generation of gross cash accruals
(GCA) and moderate bank limit utilization. The company had generated gross cash accrual of Rs.3058 crore in FY23. The same
is expected to grow to around Rs.3400-3600 crores in FY24 on account of expected improvement in turnover and profitability
margins. The company’s repayment obligations in FY24 is around Rs.1034 crore and Rs.541 crore in FY25 which can be serviced
by its internal accruals. Further, the company has substantial liquid investments to meet its capex requirements along with new
debt being raised. The company had free cash & cash equivalents of Rs.51.69 crore as on March 31, 2023 and while investments
were Rs.8683 cr. The company has significant cushion in its working capital limits for incremental working capital requirements if
required and it has the capability to raise funds from the markets at competitive rates. SCL has robust capital structure which
provides headroom for incremental debt if required. The company’s management is expected to keep atleast Rs.5000 crore of
liquidity in hand

Environment, social, and governance (ESG) risks

The cement sector has a significant impact on the environment owing to higher emissions, generation of waste and consumption
of water. Cement manufacturing process is energy intensive and its high dependence on natural resources, such as limestone,
coal as key raw materials are the ley reasons. Due to the nature of operations affecting local community and health hazards
involved in cement manufacturing process, the sector also has a social impact.

SCL has continuously focused on mitigating its environmental and social risks. CARE Ratings Limited (CARE Ratings) believes
SCL's commitment to ESG will support its strong credit profile.

Key ESG highlights of SCL:
e In FY23, the share of renewable energy in the overall energy consumption of the company was 51.1%, which is one of the
best in the industry.
e Planned a capex towards setting up of solar power plants, which will further enhance the proportion of clean energy usage in
total power consumption.
e  Specific Net Scope 1 CO2 emission decreased from 530 kg/ton cementitious material in FY22 to 521 kg/ton during FY23 on
account of multiple initiatives.
b) Increased usage of alternate fuel from 9.84% in FY22 to 14.01% in FY23 to conserve natural resources.
c) Use of alternative raw materials from 27.23% in FY22 to 27.96% in FY23.
d) Avoided approximately 6.86 million tonnes of CO2 by producing blended cement in FY23.

e The governance structure is characterised by majority of the board members being independent directors, split in chairman
and executive positions, dedicated investor grievance redressal mechanism and required disclosures.

Applicable criteria
Policy on default recognition
Consolidation
Financial Ratios — Non financial Sector
Issuer Rating
Liquidity Analysis of Non-financial sector entities
Rating Outlook and Credit Watch
Short Term Instruments
Cement
Manufacturing Companies
Policy on Withdrawal of Ratings
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About the company and industry
Industry classification
Macro Economic Sector Industry ‘ Basic Industry

Indicator

Commodities Construction Materials Cement & Cement Products Cement & Cement Products

Incorporated in 1979, Shree Cement Limited (SCL) belongs to B.G.Bangur - H. M. Bangur faction of the Bangur family of Kolkata.
B. G. Bangur, the promoter & Chairman Emeritus of SCL, is an eminent industrialist. His son, H. M. Bangur (son of B. G. Bangur),
Chairman, is a qualified Chemical Engineer and was also a member of the Executive Committee of FICCI. Mr. Prashant Bangur
(son of Mr. H. M. Bangur), Post Graduate in Management from Indian School Business (Hyderabad), is the Vice-Chairman of SCL.
The company is engaged in the manufacturing of cement with an installed capacity of 49.90 million tonne per annum (mtpa) in
India (53.90 mtpa on a consolidated level) as on July 31, 2023, with its facilities spread across Rajasthan, Chhattisgarh,
Uttarakhand, Bihar, Jharkhand, Haryana, Uttar Pradesh, Karnataka, Odisha, Maharashtra, West Bengaland UAE. The company
sells cement under the brand name of Roofon, Shree, Bangur power, Bangur Cement and Rockstrong. SCL is also engaged in the
generation of power with an installed capacity of 894 MW in India spread across coal-based, WHRS, solar and wind energy sources
as on June 30, 2023.

Brief Financials — Consolidated (X crore) \ March 31, 2022 (A) \ March 31, 2023 (A) Q1FY24 (UA)

Total operating income 14898 17730 5234
PBILDT 3630 2847 1114
PAT 2337 1269 572
Overall gearing (times)* 0.18 0.20 -
Interest coverage (times) 16.80 10.83 14.99

A: Audited UA: Unaudited; Note: ‘the above results are latest financial results available’
* Please note Overall gearing and Net Debt/PBILDT ratios factor in security deposits and Creditors on LC

Brief Financials —
Standalone (% crore) March 31, 2022 (A) March 31, 2023 (A) Q1FY24 (UA)

Total operating income 14195 16727 5161
PBILDT 3571 2842 1094
PAT 2550 1453 581
Overall gearing (times)* 0.18 0.21 -

Interest coverage (times) 16.40 10.57 14.53

A: Audited UA: Unaudited; Note: ‘the above results are latest financial results available’
* Please note Overall gearing and Net Debt/PBILDT ratios factor in security deposits and Creditors on LC

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable

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: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Rating
Maturity Size of the Assigned
Date (DD- Issue along with
MM-YYYY) (X crore) Rating
Outlook

Date of
Name of the Issuance Coupon

Instrument (DD-MM- Rate (%)
YYYY)

Commercial Paper-
. September 11,
Commercial Paper | INEO70A14745 | June 13,2023 7.00% 100 CARE Al+
2023
(Standalone)
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Commercial Paper- August 21

Commercial Paper INEO70A14737 | June 13,2023 7.00% ’ 100 CARE A1+
2023

(Standalone)

Commerc!al Paper- September 18,

Commercial Paper INEO70A14752 | June 20, 2023 6.97% 100 CARE A1+
2023

(Standalone)

Commercial Paper-

September 21,

Commercial Paper INEO70A14760 July 19, 2023 6.87% 100 CARE A1+
2023

(Standalone)

Commerc!al Paper- September 21,

Commercial Paper INEO70A14760 July 20, 2023 6.87% 100 CARE A1+
2023

(Standalone)

Debentures-Non

Convertible - - - - 700.00 CA;EQ:A !

Debentures*

Fund-based - LT- CARE AAA;

Cash Credit ) i i i 1100.00 Stable

Fund-based - LT- } i i March 2025 150.00 CARE AAA;

Term Loan Stable

Issuer Rating- ) ) ) ) 0.00 CARE AAA;

Issuer Ratings ) Stable

Non-fund-based -

- - - - . +
ST-BG/LC 1200.00 CARE Al

*Currently at proposed stage

Annexure-2: Rating history for the last three years

Current Ratings Rating History

Date(s) Date(s) Date(s) Date(s)

Name of the
Instrument/Bank Amount and_ and_ and_ and_
Facilities Type Outstanding @ Rating Rat_| ng(s) Rat.' ng(s) Rat.l ng(s) Rat.l ng(s)
(X crore) _aSS|gned _aSS|gned ?SS|gned ?SS|gned
in 2023- in 2022- | in 2021- in 2020-
2024 2023 2022 2021
1)CARE
Al+
(222!§-Sep- 1)CARE | 1)CARE
1 Non-fund-based - ST 1200.00 CARE ) Al+ Al+
ST-BG/LC Al+ (24-Sep- (28-Sep-
2)CARE 21) 20)
Al+
(22-Sep-
22)
1)CARE
Al+
(12-Jan-
23)
Commercial Paper- L)CARE L)CARE L)CARE
. CARE Al+ 2)CARE Al+ Al+
2 Commercial Paper ST 500.00
(Standalone) Al+ (13-Jun- Al+ (24-Sep- (28-Sep-
23) (29-Sep- 21) 20)
22)
3)CARE
Al+
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(22-Sep-
22)

CARE
AAA; -
Stable

Fund-based - LT-

Cash Credit 1100.00

1)CARE
AAA;
Stable
(29-Sep-
22)

2)CARE
AAA;
Stable
(22-Sep-
22)

1)CARE
AAA;
Stable
(24-Sep-
21)

1)CARE
AAA;
Stable
(28-Sep-
20)

CARE
0.00 AAA; -
Stable

Issuer Rating- Issuer
Issuer Ratings rat

1)CARE
AAA;
Stable
(26-Dec-
22)

2)CARE
AAA (Is);
Stable
(29-Sep-
22)

3)CARE
AAA (Is);
Stable
(22-Sep-
22)

1)CARE
AAA (Is);
Stable
(24-Sep-
21)

1)CARE
AAA (Is);
Stable
(15-Dec-
20)

CARE
150.00 AAA; -
Stable

Fund-based - LT-
Term Loan

1)CARE
AAA;
Stable
(29-Sep-
22)

Debentures-Non CARE
6 Convertible LT 700.00 AAA;
Debentures Stable

*Long term/Short term.

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

Annexure-4: Complexity level of the various instruments rated

Sr. No. \ Name of the Instrument Complexity Level
1 Commercial Paper-Commercial Paper (Standalone) Simple
2 Debentures-Non Convertible Debentures Simple
3 Fund-based - LT-Cash Credit Simple
4 Fund-based - LT-Term Loan Simple
5 Non-fund-based - ST-BG/LC Simple

Annexure-5: Lender details

To view the lender wise details of bank facilities please click here
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Annexure -6: List of subsidiaries which are consolidated

Subsidiaries % stake held by SCL |
Raipur Handling and Infrastructure Private Limited 100%
Shree Global FZE 100%
Shree Enterprises Management Ltd. 100%
Shree International Holding Ltd. 100%
Union Cement Company PJSC 98.25%
Union Cement Norcem Company Limited L.L.C. 60%
Shree Cement North Private Limited (w.e.f. 11.06.2022) 100%
Shree Cement East Private Limited (w.e.f. 11.06.2022) 100%
Shree Cement South Private Limited (w.e.f. 11.06.2022) 100%

Note on the 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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Relationship Contact Name: Pulkit Agarwal
Director
Lalit Sikaria CARE Ratings Limited
Director Phone: +91-22-6754 3505
CARE Ratings Limited E-mail: pulkit.agarwal@careedge.in
Phone: + 91-033- 40181600
E-mail: lalit.sikaria@careedge.in Name: Ravleen Sethi
Associate Director
CARE Ratings Limited
Phone: +91 - 11- 45333251
E-mail: ravleen.sethi@careedge.in
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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