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Summary of rating action:
Instrument* (Amounts in NPR Million)

Previous
Amount

Rated

Current Rated
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Long-term loan limits

360.54

265.20

Short-term loan limits

1,610.30

1,210.30

1,970.84

1,475.50

Total

Rating Action
[ICRANP] LBB; reaffirmed
[ICRANP] A4+; reaffirmed

* Instrument details are provided in Annexure-1

Rating action
ICRA Nepal has reaffirmed the long-term rating of [ICRANP] LBB (pronounced ICRA NP L double B) and the short-term
rating of [ICRANP] A4+ (pronounced ICRA NP A four plus) to the bank loan limits of Brij Cement Industries Private Limited
(Brij).

Rationale
The ratings reaffirmation mainly factors in the company’s ability to improve its working capital intensity (net working
capital to operating income ratio; NWC/OI of ~25% in H1FY2022 from ~36% in FY2020) despite the industry wide liquidity
challenges, mainly on back of the control over debtor days. The resultant working capital release along with the
company’s adequate cash reserves aided it in timely servicing the bank obligations despite the pressure in DSCR over last
12-18 months. The ratings also continue to take comfort from the company’s strong promoter profile with 50%
shareholding by individuals from the Kedia Organisation, which has an established presence in manufacturing, trading as
well as financial service sectors, among others. The ratings also consider the company’s long track record of operations
in the cement manufacturing industry (since 2000), its good brand recall, established sales channel and an extensive
network of dealers along with the experienced board/management team. ICRA Nepal also notes that the company has
been sourcing its major chunk of clinker requirement (~73% in FY2021) from the associate company viz. Arghakhanchi
Cement Limited1. This reduces the risks arising from being a standalone grinding unit.
Nonetheless, the ratings are constrained by the intense industry competition and the recent demand slowdown in line
with tightening banking sector liquidity, which have led to declining sales volume and are likely to keep the margins under
pressure. The company’s operating profit margins (OPM) declined to ~5.4% for FY2021 as against ~7.7% in FY2020, mainly
due to pressure on realisation, amid the competition. While the OPM has slightly inched up to ~6.0% in H1FY2022,
sustainability of the same remains to be seen amid the liquidity-induced sales slowdown in H2FY2022, which is generally
the peak sales season. Amid this backdrop, the company’s debt coverage/service indicators have also moderated with
DSCR at 0.89 times and total debt (TD) to OPBDITA of 6.63 times in H1FY2022 (1.40 times and 6.53 times respectively for
FY2020). The company’s liquidity also continues to remain weak with limited or no cushion available in drawing power
and hence remains a major rating concern. Brij’s margins are also exposed to clinker price dynamics, cyclicality inherent
in the cement industry and volatility in interest rates, as seen in the recent years. Going forward, the company’s ability
to improve its sales volume, generate adequate margins, manage its working capital levels and maintain comfortable
debt coverage indicators would remain key rating sensitivities.

Key rating drivers
Credit strengths
Strong promoters with experienced management – Brij is promoted by individuals from the Kedia Organisation, holding
a 50% share while the balance is held by an Indian company called Shanta Cement Private Limited. The local promoter
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Group, i.e. the Kedia Organisation, has long presence in agro-based manufacturing/processing units, cement
manufacturing along with notable presence in the financial services sector, among others. The experienced background
of its promoters/ management has helped Brij maintain its business performance. Brij fulfils the major chunk of its clinker
requirements (~73% in FY2021) from the Group’s associate mine-based cement company viz. Arghakhanchi Cement
Limited. This somewhat reduces the concerns arising from the fact that Brij is a standalone grinding unit. Given the
relatively moderate profile of the business, the rating derives comfort from the presence of strong promoter group and
expected group support during exigencies.
Long track record, established/diverse sales channel leading to low sales concentration – The company has a long track
record of operation (since 2000) and hence has built up a good brand recall over the years. Brij has also developed an
extensive sales/ logistics network over the years, which now comprises more than 300 dealers across the country.
Therefore, the sales concentration also remains relatively lower with ~17% of FY2021 revenues being derived from top10 dealers.
Improved working capital intensity – Despite the challenging industry outlook, Brij’s working capital intensity has
improved in FY2021 to ~21% from ~36% in FY2020, notwithstanding the slight moderation in H1FY2022 to ~25%. This
was mainly on account of control over debtor days with increased focus on cash sales and debtor collection. The debtor
days stood at 97 as of mid-January 2022 from 128 days as of mid-July 2020. However, the sustainability of the same
remains to be seen, amid the competitors and new entrants adopting market penetration strategies through favourable
credit terms.

Credit challenges
Reduced sales volume and pressure in realisation/margins – The company reported a modest ~5% increase in sales
revenue in FY2021 (~13% increase in sales volume) after the pandemic-and-competition-induced slump of ~32% in
FY2020 (~23% volumetric decline). Hence, the sales volume and revenue still remain lower than the pre-pandemic levels.
Further, the sales realisation has been reducing in higher quantum compared to the decline in input prices in last few
years, as reflected in pressure in OPM (5.4% for FY2021 against 7.7% for FY2020). With the constricting banking sector
liquidity, the sales volume has declined by ~14% in 8MFY2022 compared to 8MFY2021 leading to ~21% decline in
revenues. Hence, the company’s ability to sustain the margin improvement in H1FY2022 (OPM of 6.0%) remains to be
seen, especially considering the recent trend of increasing prices of raw materials and slowdown in demand.
Moderate coverage indicators; stretched liquidity – With reduced operating margins, the debt coverage indicator was
under pressure with TD/OPBDITA of 6.63 times for H1FY2022 (6.53 times for FY2020). This resulted in weak debt service
indicator with DSCR of 0.92 times for FY2021, despite the reduction in debt volume and low interest rates during the
year. Nonetheless, Brij was able to timely service its debt from the released working capital funds and its good cash
reserves position as of mid-July 2020, which however has been gradually depleting. With pressure on revenue and
margins, the debt service indicators are likely to remain under pressure for FY2022 and are expected to gradually improve
thereafter with lowering term debt and possible scalability. However, Brij’s dependence on bank borrowings to finance
its working capital requirements has consistently remained high wherein the company’s short-term borrowings generally
exceed its drawing power (~111% as of mid-January 2022 against ~115% as of mid-July 2020). This raise concerns over
the company's liquidity profile which has no cushion to absorb any near-term liquidity pressures.
Intense industry competition – The cement industry in Nepal is highly fragmented, comprising several players and stiff
competition from other large/established cement manufacturers/brands. As of mid-July 2021, ~55 cement
manufacturing units and ~20 clinker manufacturing units were already operational with some large greenfield units in
the pipeline. Additionally, many older players have undergone sizeable capacity enhancements in the recent years.
Hence, the pricing flexibility has gradually lowered in the recent years as the capacity creation within the country is much
higher than the current demand levels. Any significant upward movement in input prices could further impact the
company’s margins amid the competition and resulting challenges in passing the price increases to final customers.
Vulnerability to cyclicality and seasonal demand; risk of regulatory changes – The cyclical/seasonal nature of the
cement industry creates uncertainty over demand and cash cycles for Brij. This may impact the company’s capacity
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utilisation, revenues, and profit margins. Volatility in cash flow due to this could pose challenges, especially during the
periods of weak demand, like the present. Moreover, the cement industry in Nepal is insulated from cheaper imports
with duty safeguards and a substantial freight cost involved in the import of cement. Any changes in Government policies
may have a bearing on the performance of the industry players. Any other regulatory change affecting raw material
prices and availability could also impact the overall cement industry.
Link to previous detailed rating rationale
Rationale_Brij Cement Industries Private Limited_Fresh BLR February-2021
Analytical approach: For arriving at the ratings, ICRA Nepal has applied its rating methodologies as indicated below.
Links to applicable criteria
Corporate Credit Rating Methodology

About the company
Incorporated in March 2000, Brij Cement Industries Private Limited (Brij) is involved in production and sales of cement,
with a licensed grinding capacity of 1,200 tonnes per day. The shares of the company are held by seven individuals from
Kedia Organisation, accounting for a 50% stake, and the rest by Shanta Cement Private Limited, an Indian company. Brij
produces Ordinary Portland Cement under two brands, Pozzolana Portland Cement under five brands and Portland Slag
Cement under one brand. Its factory is located at Gonaha in Rupandehi district of Nepal.

Key financial indicators
Operating income-OI; sales (NPR million)
OPBDITA/OI (%)
Total debt/Tangible net worth-TNW (times)
Total outside liabilities/ TNW (times)
Total debt/OPBDITA (times)
Interest coverage (times)
DSCR (times)
Net-working capital/OI (%)

FY2019
(Audited)
4,232
6.4%
3.17
4.38
5.61
1.86
1.35
28%

FY2020
(Audited)
2,864
7.7%
2.37
2.91
6.53
1.42
1.40
36%

FY2021
(Audited)
2,999
5.4%
1.71
2.50
6.04
1.79
0.92
21%

H1FY2022
(Provisional)
1,149
6.0%
1.59
2.33
6.63
1.81
0.89
25%

1.1

1.0

0.9

0.9

Current ratio
Source: Company data

Annexure-1: Instrument details
Instrument (Amount in NPR Million)
Fund-based, long-term Loans (A)

Last
Amount

Rated Current
Amount

Rated

360.54

265.20

Short-term Loan Limits (B)

1,610.30

1,210.30

Demand loan

1,420.00

820.00

180.00

380.00

Letter of credit

10.00

10.00

Bank guarantee

0.30

0.30

1,970.84

1,475.50

Overdraft

Grand total (A+B)
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About ICRA Nepal Limited
ICRA Nepal Limited, the first credit rating agency of Nepal, is a subsidiary of ICRA Limited (ICRA) of India. It was licenced
by the Securities Board of Nepal (SEBON) on October 3, 2012. ICRA Nepal is supported by ICRA Limited through a technical
support services agreement, which envisages ICRA helping ICRA Nepal in areas such as rating process and methodologies,
analytical software, research, training, and technical and analytical skill augmentation.
Our parent company, ICRA Limited, was set up in 1991 by leading financial/investment institutions, commercial banks
and financial services companies as an independent and professional investment information and credit rating agency.
Today, ICRA and its subsidiaries together form the ICRA Group of Companies.
For more information, visit www.icranepal.com
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care has been taken to ensure that the information herein is true, such information is provided ‘as is’ without any warranty of
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