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Facilities Amount Rating! Rating Action
(Rs. crore)
CARE A+; Stable Revised from CARE A; Stable

Long t Bank Faciliti . ! !

ong term Bank Factiities 30.00 (Single A Plus; Outlook: Stable) (Single A; Outlook: Stable)

CARE Al+ Revised from CARE Al

hort t Bank Faciliti 10.

Short term Bank Facilities 0.00 (A One Plus ) (A One)
40.00

Total Faciliti

otal Facilities (Rs. Forty crore only)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The revision in ratings assigned to the bank facilities of Anjani Portland Cement Limited (APCL) takes into account the
improvement in the financial position of the company in the last three years ended March 2020 marked by relatively stable cash
accruals and continuous improvement in capital structure.

The ratings continue to derive strength from the experience of the promoter in the cement industry, synergies of operation
between APCL and the parent company Chettinad Cement Corporation Private Limited (CCCL, rated ‘CARE AA+; Stable/ CARE
Al+’), integrated nature of operations with presence of captive power plant & limestone mines and comfortable financial risk
profile. The ratings also factor in benefits derived by APCL from being part of Chettinad group.

The ratings are however, constrained by relatively moderate size of the company, regional concentration risk with majority of
sales coming from Andhra Pradesh and Telangana markets, exposure to volatility in input costs especially coal and its presence
in a competitive and cyclical cement industry.

Rating Sensitivities

Positive Factors - Factors that could lead to positive rating action/upgrade:
e Improvement in the scale of operations and geographical diversification on a sustained basis.

Negative Factors- Factors that could lead to negative rating action/downgrade:
e Significant deterioration in the financial and operational performance on a sustained basis.
e Any large debt funded capex leading to significant weakening of the capital structure.

Detailed description of the key rating drivers
Key Rating Strengths

Part of Chettinad group of companies — demonstrated support from group entities

APCL is part of the Chennai-based Chettinad group which was formed in 1935. Chettinad group has a diversified business with
interests in cement, construction, logistics, engineering, education, transportation, healthcare and other businesses. One of
the flagship companies of the Chettinad Group is Chettinad Cement Corporation Pvt Ltd (CCCL, rated ‘CARE AA+; Stable/ CARE
Al+’), is the holding company of APCL. Other notable companies of the group include South India Corporation Private Limited
(SICPL, rated ‘CARE A; Stable/CARE A1’) and Chettinad Logistics Private Limited (CLPL, rated ‘CARE A; Stable/CARE Al’). In the
past, APCL has received support from its group entities in the form of Inter Corporate Deposits (ICD) and corporate guarantee
to its bank facilities from CCCL.

Experienced promoter and synergies of operations between CCCL and APCL

CCCL, the promoter of APCL, was incorporated in the year 1962 and has been in operation for more than five decades with
presence across all five southern states and Maharashtra. CCCL owns and operates six cement manufacturing plants with an
aggregate installed capacity of 15.5 MTPA (million tons per annum) as on March 31, 2020. CCCL holds 75% stake in APCL and
both the companies are in similar line of business. APCL majorly operates in Andhra Pradesh and Telangana, which provides
geographic diversification benefits for the holding company CCCL.

With capacity utilization of APCL reaching close to 90% (85% in FY19) and with a view to build one more brand at the group
level, APCL started trading of cement since July 2018; wherein, APCL procures cement from CCCL and sells it under “Anjani”
brand in Tamil Nadu and Kerala. It is worthwhile to note that in respect of these sales, APCL is adding distributors/dealers on
its own and not through CCCL. Similarly, CCCL also procures cement manufactured from APCL and sells it on its own brand

1Complete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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name in the states of Andhra Pradesh and Telangana. In addition to trading and management guidance from the promoter,
APCL also benefits better terms from suppliers and lenders as being part of Chettinad group.

Integrated nature of operations with presence of captive power plants and limestone mines

APCL sources limestone (major raw material which constitutes nearly 60% of total raw material cost) from its three captive
mines, located within 2-8 km radius from the cement plant. Such backward integration with limestone reserves ensures
uninterrupted supply of quality limestone and is expected to provide operational efficiency.

In January 2017, APCL commissioned a 16 MW captive thermal power plant (CPP), with most of APCL’s power requirement
being met through this CPP. Around 95% of the company’s total power requirement during FY20 was met from CPP. The
presence of captive power capacity has enabled the company to be self-sufficient to cater to its power requirements.
Comfortable financial risk profile characterized by nil bank debt

The company has exhibited continuous improvement in the capital structure during the last 3 years ended March 31, 2020.
Overall gearing improved from 0.33x as on March 31, 2017 to 0.01x as on March 31, 2020. Since March 31, 2019, the company
has nil long-term borrowings from banks and only occasional utilization of its working capital limits. As on March 31, 2020,
long-term debt stood in the form of lease liabilities of Rs.2 crore. Similarly, the company’s debt metrics and coverage indicators
have improved continuously in the last 3 years. Total debt/GCA improved from 0.76 years for FY18 to 0.03 years for FY20, while
interest coverage improved from 9.66x in FY18 to 440.00x in FY20. The company has sufficient gearing headroom and financial
flexibility, to raise debt for any capex plans.

Continuous improvement in the financial position of the company for past three years ended March 2020 and relatively
stable cash accruals

The company’s capacity utilization decreased to 72% in FY20 against 85% in FY19 due to decline in sales volumes in Andhra
Pradesh, its largest market. From cement manufactured, APCL’s net sales value declined 16% y-o-y to Rs.311 crore in FY20
from Rs.368 crore in FY19, due to decrease in volumes. For FY20, sales volume declined 16% y-o-y to 0.83 million tonnes from
0.98 million tonnes in FY19. The net cement sales realization (after freight costs) improved 6% y-o-y. From cement trading, the
company’s sales volume increased 26% y-o-y to 0.22 million tonnes in FY20.

During FY20, APCL reported PAT of Rs.40 crore on a total income of Rs.413 crore as against PAT of Rs.23 crore on a total income
of Rs.438 crore for FY19. Overall sales volume (manufactured + traded) of the company decreased 9% y-o-y to 1.05 million
tonnes from 1.16 million tonnes in FY19. PBILDT margin of the company has improved to 20.26% in FY20 against 16.72% in
FY18, driven by higher realization on traded cement and decrease in freight costs. PAT margin has improved from 6.49% in
FY18 to 9.78% in FY20, driven by increase in operating profitability and decrease in interest expenses.

For H1FY21, APCL recorded PAT of Rs.40 crore (H1FY20: Rs.26 crore) on total income of Rs.175 crore (H1FY20: Rs.216 crore).
Profitability improved during H1FY21 driven by increase in sales realization and lower coal & freight expenses, as PBILDT margin
and PAT margin stood at 31.30% (H1FY20: 23.26%) and 22.62% (H1FY20: 12.03%), respectively.

Covid-19 impact:
On account of Covid-19 lockdowns imposed by the Gol and the state government, the company had temporarily suspended

operations at its cement plant (in Telangana) between March 23, 2020 to April 29, 2020. The company had negligible sales
during April 2020 month and the sales gradually picked up from May 2020 onwards with easing of lockdown restrictions.

Key Rating Weakness

Relatively moderate size and geographical concentration

APCL is a relatively moderate-sized cement player having capacity of 1.16 MTPA with major revenue coming from sale in the
states of Andhra Pradesh (AP) and Telangana (TS). In an industry with high geographical fragmentation and dominance of
several large players, the ability of the company to manage adverse industry scenario is limited. However, the company has
started diversifying its cement dispatches to other states which resulted in about 29% of sales dispatches in FY20 from outside
AP and TS. Sales from AP and TS markets continue to account over 70% of the total sales, driven by the infrastructure push from
both the state governments. However, with trading of cement from Q2FY19 onwards, the company has registered incremental
sales in other states (Tamil Nadu & Kerala).

Exposure to volatility in coal costs

APCL has dependence on coal, which is sourced from both domestic market and imported, thereby, exposing the company to
any adverse volatility in the prices of coal.

Cyclicality of the cement industry

Cement industry is highly cyclical in nature and depends largely on the economic growth of the country. Due to this
cyclicality, the company remains exposed to risks associated with the same. India is the second largest cement market in the
world with installed capacity of ~545 MMTPA as of FY20. During FY20, cement production fell by 0.8% as compared with the
robust 13.3% growth achieved during FY19. During FY20, weakness in housing demand, prolonged rains in many parts of the
country and decline in demand from the infrastructure segment due to lack of funding and halting/ temporary stoppage of
state projects following change in government post state elections had a negative bearing on the production of cement in the
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domestic markets. Further with the outbreak of the Covid-19 pandemic in the Indian sub-continent which forced the
government to announce a nation-wide lockdown, 25th March 2020 onwards also affected the domestic cement production
during FY20 and during current year. Cement production has fallen by 25.1% during H1FY21. The macros of the cement
industry seem strong in the long term even though now it is riddled with the COVID-19 pandemic and issues associated with
it. The industry could benefit with the pent up demand phenomena as the economy has been on an unlock mode but on the
flipside as the second wave of the contagion is hitting the economy, this could be a detriment to the entire demand-supply of
the industry.

Liquidity: Strong

Liquidity is marked by healthy accruals against nil bank term obligations for FY21. Current lease obligations for FY21 stand at
Rs.0.42 crore. Further, the company’s total cash & bank balance (lien-free) stood at Rs.107.81 crore as on September 30, 2020
(with majority being in the form of term deposits with banks), as against Rs.25.55 crore as on March 31, 2019 and Rs.65.39
crore as on March 31, 2020. The company has sanctioned working capital limit of Rs.30 crore and the utilization has remained
negligible with average utilization of ~0.77% for the past 12 months ended September 2020.

Analytical approach:
Standalone and also factoring in linkages with its holding company Chettinad Cement Corporation Pvt Ltd, which has cement
production capacity of 15.5 MTPA with presence across southern region.

Applicable Criteria

Criteria on assigning ‘outlook’ and ‘credit watch’ to credit ratings
CARE’s Policy on Default Recognition

Criteria for Short Term Instruments

Liguidity Analysis of Non-Financial Sector Entities

Rating Methodology: Factoring Linkages Parent Sub JV Group
Financial ratios - Non-Financial Sector

Rating Methodology - Manufacturing Companies

Rating Methodology - Cement industry

About the Company

Established in the year 1983, Anjani Portland Cement Limited (APCL) was incorporated as Shez Chemical Limited and promoted
by Syed Badruddin Shez and Naseerudin along with two NRI’s. During the year 1985, the name of the company was changed
to Shez Cements Limited. The company was acquired by K.V. Vishnu Raju during the year 1999 and the name of the company
was changed to the current name APCL. On March 2014, Chettinad Cement Corporation Private Limited (CCCL) acquired 75%
of the total shares of APCL. APCL manufactures three types of cement: Ordinary Portland Cement (OPC), Portland Pozzolana
Cement (PPC) and Composite Cement (CC). During FY20, OPC (43 & 53 grade) accounted for around 78% of the total sales
followed by PPC (14%) and CC (8%). As on March 31, 2020, the installed capacity of APCL stood at 11,60,000 TPA in its
manufacturing facility at Suryapet district of Telangana. The company also has captive thermal power plant with an aggregate
capacity of 16 MW as on March 31, 2020. APCL sells its cement under the brand name of “Anjani” and has a dealer network of
around 1,500 with presence across the southern states. From Q2FY19, APCL has also started trading of cement.

Brief Financials (Rs. crore) FY19 (A) FY20 (A)

Total operating income 438 413

PBILDT 57 84

PAT 23 40

Overall gearing (times) 0.00 0.01

Interest coverage (times) 33.55 440.00
A: Audited;

Status of non-cooperation with previous CRA: Not applicable
Any other information: Not applicable
Rating History for last three years: Please refer Annexure-2

Annexure-1: Details of Instruments/Facilities

Name of the ISIN Date of Coupon Maturity Size of the Rating
Instrument Issuance Rate Date Issue assigned along
(Rs. crore) with Rating
Outlook

3 | CARE Ratings Limited


https://www.careratings.com/pdf/resources/Rating%20Outlook%20and%20credit%20watch%20_30May%202020.pdf
https://www.careratings.com/pdf/resources/CARE's%20Policy%20on%20Default%20Recognition_18June%202020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Short%20Term%20Instruments%20_Mar%202020.pdf
https://www.careratings.com/pdf/resources/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2020.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Parent%20Sub%20JV%20Group-Oct%2020.pdf
https://www.careratings.com/pdf/resources/Financial%20ratios%20-%20Non%20Financial%20Sector-Sept2019.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20Methodology%20-%20Manufacturing%20Companies_16Sept2019.pdf
https://www.careratings.com/upload/NewsFiles/GetRated/Rating%20methodology_Cement%2030May%202020.pdf

&?{)E Ratings

Professianal Rk Opinson

Non-fund-based -
ST-BG/LC - - - - 10.00 CARE A1+
Fund-based - LT- CARE A+;
Cash Credit i i i i 30.00 Stable
Annexure-2: Rating History of last three years
Current Ratings Rating history
. Date(s) &
Name of the
Sr. Instrument/Bank Type Amount Rating Rating(s) Datfa(s) & Datfa(s) & Date(s) &
No. 0 di iened Rating(s) Rating(s) Rati iened
Facilities utstanding assigne . . . . ating(s) assigne
ad (Rs. crore) in2020- | 2ssignedin | assignedin in 2017-2018
) 2019-2020 2018-2019
2021
Debentures-Non 1)Withdrawn | 1)CARE AA+ (SO);
1. | Convertible LT - - - - (01-Jun-18) Stable
Debentures (05-Jan-18)
5 Non-fund-based - ST i i i i i 1)Withdrawn
" | ST-BG/LC (05-Jan-18)
3 Fund-based - LT- T i i i i i 1)Withdrawn
" | Cash Credit (05-Jan-18)
1)CARE A1
4 Non-fund-based - ST 10.00 CARE i (12)(6:'-6‘;;6119) (14-Dec-18) 1)CARE A1
" | ST-BG/LC ’ Al+ 2)CARE A1 (05-Jan-18)
(01-Jun-18)
1)CARE A;
CARE 1)CARE A; Stable
Fund-based - LT- Stable (14-Dec-18) 1)CARE A; Stable
5. . LT 30.00 A+; -
Cash Credit (26-Dec-19) 2)CARE A; (05-Jan-18)
Stable
Stable
(01-Jun-18)
’ wgii?‘asg‘: ItS; o ] ] _ |1)withdrawn | 1)CARE A1 )
' §-ap (26-Dec-19) | (14-Dec-18)
Demand loan

Annexure-3: Complexity level of various instruments rated for this company

Sr. No. Name of the Instrument Complexity Level
1. Fund-based - LT-Cash Credit Simple
2. Non-fund-based - ST-BG/LC Simple

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.
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Contact no.: +91-22-6837 4424

Email ID: mradul.mishra@careratings.com

Analyst Contact

Mr. Sudhakar P

Contact no.: +91-44-2850 1000

Email ID: p.sudhakar@careratings.com

Relationship Contact

Mr. Pradeep Kumar

Contact no.: +91-44-2850 1000

Email ID: pradeep.kumar@careratings.com

About CARE Ratings:

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.

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.

CARE’s 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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