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Rating Rationale
January 07, 2021 | Mumbai

Dalmia Bharat Limited
Rated amount enhanced

 
Rating Action

Total Bank Loan Facilities Rated Rs.100 Crore
Long Term Rating CRISIL AA+/Stable (Reaffirmed)
Short Term Rating CRISIL A1+ (Reaffirmed)

 
Rs.300 Crore Commercial Paper CRISIL A1+ (Reaffirmed; Enhanced from Rs.200 Crore)

1 crore = 10 million
Refer to Annexure for Details of Instruments & Bank Facilities

Detailed Rationale
CRISIL has reaffirmed its ‘CRISIL AA+/Stable/CRISIL A1+’ ratings on the bank facilities and commercial paper programme
of Dalmia Bharat Ltd (DBL; part of the DBL group). The DBL group includes DBL (holding company of the group), Dalmia
Cement (Bharat) Ltd (DCBL; operating company of the group with entire cement business housed under it; rated ‘CRISIL
AA+/Stable/CRISIL A1+’) and its subsidiaries, and Dalmia Power Ltd (DPL; non-operational company holding the group’s
investment in Indian Energy Exchange Ltd [IEX])
 
The ratings continue to reflect the group’s strong financial flexibility arising from DBL’s 100% ownership of its subsidiaries,
DCBL and DPL. The ratings also factor in the expectation of timely infusion of funds by DCBL and DPL for meeting DBL’s
debt obligation, considering the common management and treasury operations across group entities.
 
The ratings consider the healthy business risk profile of the DBL group, backed by its established and diversified market
position across south, east and north-east India, and cost-efficient operations. The ratings also take into account the healthy
financial risk profile of the group, as indicated by modest leverage and strong liquidity. These strengths are partially offset by
low return on capital employed (RoCE) and susceptibility to risks relating to volatility in input cost and realisations and to
cyclicality in the cement industry.

Analytical Approach
CRISIL has combined the business and financial risk profiles of DBL, DCBL and its subsidiaries, and DPL, as all the
entities, collectively referred to as the DBL group, are under a common management and have strong business and
financial linkages.
 
Please refer Annexure: List of entities consolidated, for details of the entities considered and their analytical treatment for
consolidation.

Key Rating Drivers & Detailed Description
Strengths:

Strong financial flexibility and financial risk profile
The DBL group has strong financial flexibility arising from its 100% owned subsidiaries - DCBL and DPL. CRISIL expects
timely infusion of funds by its subsidiaries, for meeting any debt obligation, considering the common management and
treasury operations across group entities. The group intends to use proceeds from the issuance of commercial paper to
retire some of its existing high-cost debt.
 
The group’s financial risk profile has improved significantly over the past five fiscals. Gearing improved to 0.5 time as on
September 30, 2020, from 3.6 times as on March 31, 2016, and the ratio of net debt to earnings before interest, tax,
depreciation and amortisation (Ebitda) to nearly 1 time from 3.9 times, led by strong operating performance. Interest
coverage ratio improved from 2.5 times in fiscal 2016 to 5.2 times in fiscal 2020 and net cash accrual to adjusted debt
(NCAAD) ratio from 10% to 28%. A large portion of the ongoing capital expenditure (capex) of around Rs 4,000 crore (Rs
1,850 crore spent in fiscal 2020), over fiscals 2021 and 2022, will be funded mainly through internal accrual. This, coupled
with healthy cash accrual, will lead to further improvement in the financial risk profile, with NCAAD and adjusted interest
coverage ratios expected to improve to 38% and 6.5 times, respectively, by fiscal 2022.
 

Healthy market position
With a track record of seven decades, the DBL group is the fourth largest cement player, by capacity, in India with
operational capacity of 26.5 million tonne per annum (mtpa) as on March 31, 2020. It has diversified its presence over the
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past decade with capacities now in the south (46% of total capacity in Tamil Nadu, Andhra Pradesh and Karnataka); the
east (39% in Odisha, West Bengal, Jharkhand and Bihar); and north-east (15% in Assam and Meghalaya). It has
outperformed the market, with revenue growing faster than overall cement demand over the past eight years, resulting in
market share gains across its key markets.
 
It is setting up a 7.8 MTPA cement capacity in the eastern market (5.3 mtpa brownfield, 2.5 mtpa greenfield), which should
consolidate its position there as the eastern region has healthy demand outlook over the medium term. The group also
plans to expand its presence in the western market through the acquisition of a 3-mtpa cement plant of Murli Industries Ltd
(Murli), and expects revenue generation from the plant from fiscal 2022 onwards.
 

Robust operating profitability, led by cost efficiency
The DBL group has seen strong operating performance over the past five fiscals, with Ebitda per tonne consistently above
Rs 1,000. This is because of improvement in capacity utilisation to 73% in fiscal 2020 from 51% in fiscal 2016, stable
realisations led by strong brand position and focus on premium segments, and stable operating cost led by measures
boosting overall cost efficiency.
 
Some of the measures taken in recent years to improve efficiency are: a) increase in the share of blended cement in the
overall mix, resulting in reduced consumption of energy and raw material per tonne of cement; b) lower lead distances with
most of the cement units strategically located close to raw material sources and major cement markets; and c) switch to
multi-fuel kilns that has helped optimise overall fuel cost. These efficiencies, coupled with lower fuel and input prices,
resulted in Ebitda per tonne rising to Rs 1,551 in the first half of fiscal 2021 from Rs 1,239 in the first half of fiscal 2020,
despite lower volumes. Furthermore, with expected improvement in demand and stable realisations, Ebitda per tonne is
expected to remain stable at more than Rs 1,100 in fiscals 2022 and 2023.
 

Strong presence in the eastern market to partially offset loss in volume on account of the lockdown imposed to
contain the Covid-19 pandemic

The group derives around 50% volume from the east and north-east markets. These markets are expected to witness lower
volume decline of 9-11% compared to the pan-India market decline of 12-14% in fiscal 2021, led by rural demand.
Furthermore, the region is expected to see healthy growth of 14-16% in fiscal 2022, resulting in sufficient absorption of the
group’s new capacity.
 
Weakness:

Moderate return on capital
The group has undergone a few restructurings in the past, resulting in recognition of intangibles. This has led to a significant
increase in capital employed and a resultant rise in the amortisation expense, which has led to a subdued return on capital.
With the completion of the ongoing capex, CRISIL expects return on capital to improve, driven by optimum utilisation of
assets and stable profitability. Any marked deviation on account of lower profitability and higher-than-expected, debt-funded
capex or acquisition will remain a key monitorable.
 

Susceptibility to risks relating to volatility in input cost and realisations, and cyclicality in the cement industry:
Capacity addition in the cement industry tends to be sporadic because of the long gestation period for setting up a facility
and the large number of players adding capacity during the peak of a cycle. This has led to unfavourable price cycles for the
sector. Moreover, profitability remains susceptible to volatility in input prices, including raw material, power, fuel and freight.
Increase in pet coke prices in fiscal 2019 had impacted profitability of several cement players. Realisations and profitability
are also affected by demand, supply, offtake and regional factors.

Liquidity; Strong
Financial flexibility remains strong, with cash balance and liquid investments of Rs 2,859 crore (adjusted for misappropriated
mutual fund units) as on September 30, 2020. Expected net cash accrual of over Rs 1,600 crore per annum and surplus
liquidity should suffice to cover debt obligation over the medium term.

Outlook Stable
CRISIL believes the DBL group will continue to benefit from its healthy market position, robust operating efficiency and
strong liquidity.

Rating Sensitivity Factors
Upward Factors

Healthy ramp-up of ongoing capex, while maintaining the profitability level, resulting in marked improvement in return on
capital
Stable profitability and declining debt levels, resulting in marked improvement in the interest coverage ratio to beyond 7-8
times on a sustained basis
 

Downwad Factors
Delayed recovery in demand
Any substantial, debt-funded capex or acquisition or decline in profitability, weakening the interest coverage ratio to
below 5 times on a sustained basis

About the Group
DBL is the listed holding company of the cement business of the Dalmia Bharat group. It owns 100% of DCBL which is the
main operating company and houses the group’s entire cement business. DBL also owns 100% in DPL (a non-operational
company) which holds the group’s investment in IEX Ltd. At a standalone level, it derives revenue from providing
management services to group companies. DBL did not have any external debt as on March 31, 2020.
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As on/for the period ended March 31 Unit 2020 2019
Revenue Rs crore 151 164
Profit After Tax (PAT) Rs crore 135 101
PAT Margin % 88.2 61.6
Adjusted debt/adjusted networth Times -- --
Interest coverage Times 47.3 65.5

As on / for the period ended March 31 Unit 2020 2019
Revenue Rs crore 9,675 9,484
PAT Rs crore 237 349
PAT margin % 2.4 3.7
Adjusted debt/adjusted networth Times 0.9 0.96
Interest coverage Times 5.2 4.2

DCBL is the fourth largest cement manufacturer in the country, with an installed capacity of 26.5 mtpa. The company has
presence across southern (capacity of 12.1 mtpa), eastern (10.4 mtpa) and north-eastern (4 mtpa) India. This is supported
by captive thermal power plants of 178 megawatt (MW), captive solar power plants of 8 MW and a waste heat recovery
system (WHRS) plant of 9.2 MW.
 
DPL is a non-operational company. Its assets mainly include the group’s investment in equity shares of IEX Ltd (listed
entity).
 
All the group entities have common management and treasury operations

   Key financials of Dalmia Bharat Ltd (Standalone; CRISIL-adjusted numbers):

 
   Key financials of Dalmia Bharat Ltd (consolidated; CRISIL-adjusted numbers):

 
Any other information: Not applicable

Note on complexity levels of the rated instrument:
CRISIL complexity levels are assigned to various types of financial instruments. The CRISIL complexity levels are available
on www.crisil.com/complexity-levels. Users are advised to refer to the CRISIL complexity levels for instruments that they
consider for investment. Users may also call the Customer Service Helpdesk with queries on specific instruments.

Annexure - Details of Instrument(s)
ISIN Name of

instrument
Date of

allotment
Coupon
rate (%)

Maturity
date

Issue size
(Rs.Crore)

Complexity
level

Rating assigned with
outlook

NA Commercial
paper NA NA NA 300 Simple CRISIL A1+

NA Proposed term
loan NA NA NA 50 NA CRISIL AA+/Stable

NA
Proposed short-
term bank loan

facility
NA NA NA 20 NA CRISIL A1+

NA Overdraft NA NA NA 5 NA CRISIL A1+
NA Bank guarantee NA NA NA 25 NA CRISIL A1+

 
Annexure – List of entities consolidated

Name of the entity Extent of
consolidation Rationale for consolidation

Dalmia Bharat Ltd (holding company for the cement business) Full
Common management,
business and financial linkagesDalmia Cement (Bharat) Ltd Full

Dalmia Power Ltd Full
Subsidiaries of Dalmia Cement (Bharat) Ltd
Bangaru Kamakshi Amman Agro Farms Pvt Ltd Full Similar business with common

management, operating and
financial linkagesCalcom Cement India Ltd Full

D.I. Properties Ltd Full
Dalmia Minerals & Properties Ltd Full
Geetee Estates Ltd Full
Golden Hills Resorts Pvt Ltd Full
Hemshila Properties Ltd Full
Ishita Properties Ltd Full
Rajputana Properties Pvt Ltd Full
Jayevijay Agro Farms Pvt Ltd Full
Shri Rangam Properties Ltd Full
Dalmia Bharat Refractories Ltd (formerly known as Sri Full

http://www.crisil.com/complexity-levels
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Dhandauthapani Mines & Minerals Ltd)
Sri Madhusudana Mines & Properties Ltd Full
Sri Shanmugha Mines & Minerals Ltd Full
Sri Swaminatha Mines & Minerals Ltd Full
Sri Subramanya Mines & Minerals Ltd Full
Sri Trivikrama Mines & Properties Ltd Full
Alsthom Industries Ltd Full
Chandrasekara Agro Farms Pvt Ltd Full
OCL Global Ltd Full
Dalmia DSP Ltd (with effect from July 10, 2018) Full
Hopco Industries Ltd (with effect from December 21, 2018) Full
Stepdown subsidiaries of Dalmia Cement (Bharat) Ltd
Cosmos Cements Ltd (subsidiary of Dalmia Minerals & Properties
Ltd) Full

Similar business with common
management, operating and
financial linkages

Sutnga Mines Pvt Ltd (subsidiary of Dalmia Minerals & Properties
Ltd) Full

OCL China Ltd (subsidiary of OCL Global Ltd) Full
Vinay Cements Ltd (subsidiary of Calcom Cement India Ltd) Full
RCL Cements Ltd (subsidiary of Vinay Cements Ltd) Full
SCL Cements Ltd (subsidiary of Vinay Cements Ltd) Full
Dalmia OCL Ltd (subsidiary of Dalmia Bharat Refractories Ltd; with
effect from October 7, 2019) Full

Joint ventures (JVs) of Dalmia Cement (Bharat) Ltd
Khappa Coal Company Pvt Ltd Proportionate JVs of Dalmia Cement (Bharat)

LtdRadhikapur (West) Coal Mining Pvt Ltd Proportionate
 
Annexure - Rating History for last 3 Years

  Current 2021 (History) 2020  2019  2018  Start of
2018

Instrument Type Outstanding
Amount Rating Date Rating Date Rating Date Rating Date Rating Rating

Fund Based
Facilities ST/LT 75.0

CRISIL
AA+/Stable

/ CRISIL
A1+

  -- 15-09-20
CRISIL

AA+/Stable
/ CRISIL

A1+
  --   -- --

Non-Fund Based
Facilities ST 25.0 CRISIL

A1+   -- 15-09-20 CRISIL
A1+   --   -- --

Commercial
Paper ST 300.0 CRISIL

A1+   -- 15-09-20 CRISIL
A1+   --   -- --

All amounts are in Rs.Cr.
 

 
Annexure - Details of various bank facilities

Current facilities Previous facilities

Facility Amount
(Rs.Crore) Rating Facility Amount

(Rs.Crore) Rating

Bank Guarantee 25 CRISIL A1+ Bank Guarantee 25 CRISIL A1+
Overdraft Facility 5 CRISIL A1+ Overdraft Facility 5 CRISIL A1+

Proposed Short Term
Bank Loan Facility 20 CRISIL A1+ Proposed Short Term

Bank Loan Facility 20 CRISIL A1+

Proposed Term Loan 50 CRISIL
AA+/Stable Proposed Term Loan 50 CRISIL

AA+/Stable
Total 100 - Total 100 -

Links to related criteria
CRISILs Approach to Financial Ratios
Rating criteria for manufaturing and service sector companies
CRISILs Bank Loan Ratings - process, scale and default recognition
CRISILs Criteria for Consolidation
Understanding CRISILs Ratings and Rating Scales

http://www.crisil.com//Ratings//SectorMethodology//MethodologyDocs//criteria//CRISILs%20Approach%20to%20Financial%20Ratios.pdf
http://www.crisil.com//Ratings//SectorMethodology//MethodologyDocs//criteria//Rating%20criteria%20for%20manufaturing%20%20and%20service%20sector%20companies.pdf
http://www.crisil.com//Ratings//SectorMethodology//MethodologyDocs//criteria//CRISILs%20Bank%20Loan%20Ratings%20-%20process,%20scale%20and%20default%20recognition.pdf
http://www.crisil.com//Ratings//SectorMethodology//MethodologyDocs//criteria//CRISILs%20Criteria%20for%20Consolidation.pdf
http://www.crisil.com//Ratings//SectorMethodology//MethodologyDocs//criteria//Understanding%20CRISILs%20Ratings%20and%20Rating%20Scales.pdf
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Note for Media:
This rating rationale is transmitted to you for the sole purpose of dissemination through your newspaper / magazine / agency. The rating rationale may be
used by you in full or in part without changing the meaning or context thereof but with due credit to CRISIL. However, CRISIL alone has the sole right of
distribution (whether directly or indirectly) of its rationales for consideration or otherwise through any media including websites, portals etc.

About CRISIL Limited

CRISIL is a global analytical company providing ratings, research, and risk and policy advisory services. We are India's leading
ratings agency. We are also the foremost provider of high-end research to the world's largest banks and leading corporations.

CRISIL is majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics
and data to the capital and commodity markets worldwide.

For more information, visit www.crisil.com  

Connect with us: TWITTER | LINKEDIN | YOUTUBE | FACEBOOK

About CRISIL Ratings
CRISIL Ratings is part of CRISIL Limited (“CRISIL”). We pioneered the concept of credit rating in India in 1987. CRISIL is
registered in India as a credit rating agency with the Securities and Exchange Board of India (“SEBI”). With a tradition of
independence, analytical rigour and innovation, CRISIL sets the standards in the credit rating business. We rate the entire range
of debt instruments, such as, bank loans, certificates of deposit, commercial paper, non-convertible / convertible / partially
convertible bonds and debentures, perpetual bonds, bank hybrid capital instruments, asset-backed and mortgage-backed
securities, partial guarantees and other structured debt instruments. We have rated over 24,500 large and mid-scale corporates
and financial institutions. CRISIL has also instituted several innovations in India in the rating business, including rating municipal
bonds, partially guaranteed instruments and microfinance institutions. We also pioneered a globally unique rating service for
Micro, Small and Medium Enterprises (MSMEs) and significantly extended the accessibility to rating services to a wider market.
Over 95,000 MSMEs have been rated by us.

CRISIL PRIVACY NOTICE

CRISIL respects your privacy. We use your contact information, such as your name, address, and email id, to fulfil your request and service your account and to
provide you with additional information from CRISIL and other parts of S&P Global Inc. and its subsidiaries (collectively, the “Company) you may find of interest.

For further information, or to let us know your preferences with respect to receiving marketing materials, please visit www.crisil.com/privacy. You can view the
Company’s Customer Privacy at https://www.spglobal.com/privacy

Last updated: April 2016

DISCLAIMER

This disclaimer forms part of and applies to each credit rating report and/or credit rating rationale that we provide (each a “Report”). For the avoidance of doubt, the
term “Report” includes the information, ratings and other content forming part of the Report. The Report is intended for the jurisdiction of India only. This Report does
not constitute an offer of services. Without limiting the generality of the foregoing, nothing in the Report is to be construed as CRISIL providing or intending to provide
any services in jurisdictions where CRISIL does not have the necessary licenses and/or registration to carry out its business activities referred to above. Access or
use of this Report does not create a client relationship between CRISIL and the user.

We are not aware that any user intends to rely on the Report or of the manner in which a user intends to use the Report. In preparing our Report we have not taken
into consideration the objectives or particular needs of any particular user. It is made abundantly clear that the Report is not intended to and does not constitute an
investment advice. The Report is not an offer to sell or an offer to purchase or subscribe for any investment in any securities, instruments, facilities or solicitation of
any kind or otherwise enter into any deal or transaction with the entity to which the Report pertains. The Report should not be the sole or primary basis for any
investment decision within the meaning of any law or regulation (including the laws and regulations applicable in the US).

Ratings from CRISIL Rating are statements of opinion as of the date they are expressed and not statements of fact or recommendations to purchase, hold, or sell any
securities / instruments or to make any investment decisions. Any opinions expressed here are in good faith, are subject to change without notice, and are only
current as of the stated date of their issue. CRISIL assumes no obligation to update its opinions following publication in any form or format although CRISIL may
disseminate its opinions and analysis. CRISIL rating contained in the Report is not a substitute for the skill, judgment and experience of the user, its management,
employees, advisors and/or clients when making investment or other business decisions. The recipients of the Report should rely on their own judgment and take
their own professional advice before acting on the Report in any way.

Neither CRISIL nor its affiliates, third party providers, as well as their directors, officers, shareholders, employees or agents (collectively, “CRISIL Parties”) guarantee
the accuracy, completeness or adequacy of the Report, and no CRISIL Party shall have any liability for any errors, omissions, or interruptions therein, regardless of
the cause, or for the results obtained from the use of any part of the Report. EACH CRISIL PARTY DISCLAIMS ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS FOR A PARTICULAR PURPOSE
OR USE. In no event shall any CRISIL Party be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential
damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with any use of any part
of the Report even if advised of the possibility of such damages.

CRISIL Ratings may receive compensation for its ratings and certain credit-related analyses, normally from issuers or underwriters of the instruments, facilities,
securities or from obligors. CRISIL’s public ratings and analysis as are required to be disclosed under the regulations of the Securities and Exchange Board of India
(and other applicable regulations, if any) are made available on its web sites, www.crisil.com (free of charge). Reports with more detail and additional information may
be available for subscription at a fee – more details about CRISIL ratings are available here: www.crisilratings.com.

CRISIL and its affiliates do not act as a fiduciary. While CRISIL has obtained information from sources it believes to be reliable, CRISIL does not perform an audit and
undertakes no duty of due diligence or independent verification of any information it receives and / or relies in its Reports. CRISIL keeps certain activities of its
business units separate from each other in order to preserve the independence and objectivity of the respective activity. As a result, certain business units of CRISIL
may have information that is not available to other CRISIL business units. CRISIL has established policies and procedures to maintain the confidentiality of certain
non-public information received in connection with each analytical process. CRISIL has in place a ratings code of conduct and policies for analytical firewalls and for
managing conflict of interest. For details please refer to: http://www.crisil.com/ratings/highlightedpolicy.html

CRISIL’s rating criteria are generally available without charge to the public on the CRISIL public web site, www.crisil.com. For latest rating information on any
instrument of any company rated by CRISIL you may contact CRISIL RATING DESK at CRISILratingdesk@crisil.com, or at (0091) 1800 267 1301.

This Report should not be reproduced or redistributed to any other person or in any form without a prior written consent of CRISIL.

All rights reserved @ CRISIL

CRISIL uses the prefix ‘PP-MLD’ for the ratings of principal-protected market-linked debentures (PPMLD) with effect from November 1, 2011 to comply with the SEBI
circular, "Guidelines for Issue and Listing of Structured Products/Market Linked Debentures". The revision in rating symbols for PPMLDs should not be construed as a
change in the rating of the subject instrument. For details on CRISIL's use of 'PP-MLD' please refer to the notes to Rating scale for Debt Instruments and Structured
Finance Instruments at the following link: www.crisil.com/ratings/credit-rating-scale.html

http://www.crisil.com/
https://twitter.com/CRISILLimited
http://www.linkedin.com/company/crisil
https://www.youtube.com/user/CRISILLimited
https://crisil.facebook.com/CRISILLimited
http://www.crisilratings.com/
http://www.crisil.com/ratings/credit-rating-scale.html
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