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Rating Rationale
Acuité has reaffirmed the long-term rating of ‘ACUITE A’ (read as ACUITE A)and the short-term rating of
‘ACUITE A’ (read as ACUITE A one)on the Rs. 155.16 Cr. bank facilities of Shri Balaji Industrial Product
Limited (SBIPL). The outlook is ‘Stable’.

Acuité has assigned the short-term rating of ‘ACUITE A1’ (read as ACUITE A one)on the Rs. 3.50 Cr. bank
facilities of Shri Balaji Industrial Product Limited (SBIPL).

Rationale for rating reaffirmation

The rating reaffirmation considers the steady business profile of the group marked by steady scale of operations
albeit moderately improving profitability margins in FY2024, further, the rating also takes cognizance of
moderation in operating performance in FY2025 due to lower realisations with sustained profitability. The rating
also draws comfort from the experienced management of the group with an established track record of operations
and its reputed clientele. The rating also factors in the efficient working capital management as well as the healthy
financial risk profile and strong liquidity position of the group. The rating is however constrained by the group’s
presence in a highly competitive and cyclical nature of the steel industry.

About the Company

Shri Balaji Industrial Product Limited (SBIPL) incorporated in 1985, is a Jaipur-based company engaged in the
manufacturing of alloy steel castings having an installed capacity of 36,000 MTPA. Alloy steel castings are used in
thermal power plants for grinding of coal, in cement industry for grinding of clinker, in mining and in defence
industry. The company is promoted by Mr. Sudhir Kumar Bansal and Mr. Ashish Kumar Kanodia who looks after
the day-to-day operations of the company.

About the Group

Shri Balaji Industrial Engineering Limited (SBIEL) is incorporated in 2008, is a Jharkhand based company engaged
in the manufacturing of sponge iron. The manufacturing unit is located at Barajamda in Jharkhand, having an
installed capacity of 1,20,000 MTPA of sponge iron. In April 2008, SBIEL was de-merged from Shri Balaji
Industrial Product Limited (SBIPL) to carry on the sponge iron manufacturing business independently. The
company is promoted by Mr. Kailash Kumar Kanodia and his son, Mr. Ashish Kumar Kanodia who looks after the
day-to-day operations of the company.
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Unsupported Rating
Not Applicable

Analytical Approach

Extent of Consolidation
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+Full Consolidation

Rationale for Consolidation or Parent / Group / Govt. Support

Acuite has considered the consolidated business and financial risk profiles of Shri Balaji Industrial Engineering
Limited (SBIEL) and Shri Balaji Industrial Product Limited (SBIPL) together referred to as Shri Balaji Industrial
Group (SBIG) to arrive at the rating. The consolidation is on account of the operations in the similar industry,
common management and operational and financial synergies.

Key Rating Drivers

Strengths

Experienced management with an established track record of operations and reputed clientele

SBIG has an operational track record of nearly four decades in the alloy steel casting industry and nearly two
decades in the sponge iron manufacturing industry. The group is promoted by Mr. Kailash Kumar Kanodia, who
possess an extensive experience of more than three decades in the steel industry. He is further supported by his
son Mr. Ashish Kumar Kanodia and the other director Mr. Sudhir Kumar Bansal who are actively involved in day-
to-day operations of the group. The extensive experience of the management has enabled SBIG to establish a
healthy relationship with its reputed clientele such as Arcelormittal, Nippon Steel India Ltd., Godawari Power &
Ispat Ltd, KIOCL Limited, Longwear Ltd (UK). NTPC Ltd., Ambuja Cements, ACC Cements amongst others from
whom they receive repetitive orders. Acuité believes that SBIG will continue to benefit from its experienced
management and established track record of operations.

Steady scale of operations albeit improving profitability margins

SBIG reported revenue of Rs. 806.04 Cr. in FY2024 as against Rs. 799.93 Cr. for FY2023 on account of steady
sale of its sponge iron and alloy steel casting products. Further, SBIPL has reported a revenue of Rs. 269.43 Cr. in
10MFY2025 and SBIEL has reported revenue of 235.66 Cr. in 8MFY2025 due to lower realisation and lower
demand of the products. At consolidated level, SBIG is expected to report revenue of Rs. ~700-750 Cr. Cr in
FY2025. SBIEL has its presence of selling the sponge iron purely in domestic market whereas SBIPL has its
presence of selling the alloy steel casting products in domestic as well as in the overseas market across countries
suchas U.K., Singapore, UAE, China, Canada amongst others.

The operating margin of the group stood improved at 11.73 percent in FY2024 as against 10.56 percent for
FY2023 due to decrease in raw material cost. Going forward, the profitability margins of the Group are expected
to be sustained as the group started passing on the increased raw material prices to an extent. The PAT margin of
the company also improved and stood at 7.77 percent in FY2024 as compared to 6.50 percent in FY2023. Acuité
believes that the ability of SBIG to maintain its scale of operations and profitability margins will remain a key
rating sensitivity factor.

Healthy financial risk profile

Financial risk profile of SBIG group is healthy marked by healthy net worth, low gearing and healthy debt
protection metrics. The tangible net-worth of the group improved and stood healthy at Rs. 301.42 Cr. as on 31
March 2024 as against Rs. 238.77 Cr. as on 31 March 2023 due to healthy accretion of profits to reserves. The
gearing (debt equity) stood improved at 0.16 times as on 31 March 2024 as against 0.34 times as on 31 March
2023 due to decrease in the group’s overall debt to Rs. 46.82 Cr. in FY2024 as against Rs. 80.55 Cr. in FY2023.
This is due to a reduction in the group’s short term and long-term bank borrowings and unsecured loans from
directors. The total debt of Rs. 46.82 Cr. as on March 31, 2024, comprises of long-term bank borrowings of Rs.
4.87 Cr., unsecured loans from directors of Rs. 21.92 Cr. and short-term bank borrowings of Rs. 20.20 Cr. The
interest coverage ratio and DSCR stood improved at 32.93 times and 9.77 times for FY2024 as against
13.06 times and 6.03 times for FY2023 respectively. The Net Cash Accruals to Total debt stood improved at 1.57
times for FY2024 as against 0.78 times for FY2023.

The Group has initiated a solar project in Jaisalmer with a capacity of 3 MW, with total cost of Rs. 10.81 Cr. which
is funded through a term loan of Rs. 8.62 Cr. To date, they have contributed a total of Rs. 2.19 Cr. from own
resources and have received disbursements from the term loan totalling to Rs. 7.95 Cr. The anticipated date for the
project to commence operations is by end of March 2025.

SBIPL is currently undertaking a capital expenditure program for the expansion of Bhilai plant. This will increase
installed capacity by 30,000 MPTA, bringing the total capacity to 50,000 MPTA. The total project cost is
estimated to be ~ Rs.79.00 crore, which would be funded through a term loan of Rs.52 crore and rest from
internal reserves. The project to commence operations by March 2026.

Acuité believes that the financial risk profile of SBIG will remain healthy in the medium term owing to healthy net

worth base. Notwithstanding the benefits of the capacity expansion, the debt funded capex likely to impact the
coverage indictors to an extent.
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Efficient working capital operations

The working capital operations of SBIG are efficient marked by its improved Gross Current Assets (GCA) of 83
days for FY2024 as against 99 days for FY2023. This is on account of its improved inventory cycle which stood at
35 days for FY2024 as against 56 days for FY2023. On the other hand, the receivables cycle of the group stood at
similar level of 32 days for FY2024 as against 30 days for FY2023. The creditors cycle of the group stood at 11
days for FY2024 as against 16 days for FY2023. The average bank limit utilization for 6 months’ period ended
February 2025 stood lower at ~10 percent. Acuité believes that the ability of SBIG to maintain the efficient
working capital cycle over the medium term will remain a key rating sensitivity factor.

Weaknesses

Intense competition and inherent cyclicality in the steel industry

SBIG is operating in a competitive and fragmented nature of industry due to the presence of many unorganized
players on account of low entry barriers. Moreover, demand for steel products predominantly depends on the
construction and infrastructure sectors. Thus, the profit margins and sales of the company remains exposed to
inherent cyclicality in these sectors.

Susceptibility of profitability to volatility in raw material prices and forex risk

The group’s profitability is highly susceptible to volatility in prices of the key raw material. Any sharp upward
movement in the raw material prices and the inability of the group to pass on the increased cost of raw materials
may result in dip in operating margins. Acuite believes, the profit margins of the group likely to remain exposed to
inherent cyclicality in the steel industry and volatility in raw material prices. Margins are susceptible to
fluctuations in foreign exchange fluctuations.

Rating Sensitivities

« Sustenance of scale of operations and profitability margins
« Maintenance of efficient working capital cycle
« Changes in Financial risk profile

Liquidity Position

Strong

SBIG has a strong liquidity position marked by healthy net cash accruals (NCA) to its maturing debt obligations.
The group generated cash accruals of Rs. 73.29 Cr. against its debt repayment obligation of ~Rs.4.87 Cr. during in
FY2024. Going forward, the group is expected to generate adequate net cash accruals against its repayment debt
obligations. Further, the working capital operations of the group are efficient marked by its gross current asset
(GCA\) days of 83 days for FY2024. The average bank limit utilization for 6 months’ period ended February 2025
stood lower at ~10 percent. The current ratio stands at 3.24 times as on 31 March 2024. The group has maintained
cash & bank balance of Rs.11.10 Cr. in FY2024. Acuité believes that the liquidity of SBIG is likely to remain
strong over the medium term on account of healthy cash accruals against its maturing debt obligations.

Outlook: Stable

Other Factors affecting Rating
None
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Key Financials

Particulars Unit FY 24 (Actual) FY 23 (Actual)
Operating Income Rs. Cr. 806.04 799.93
PAT Rs. Cr. 62.65 52.03
PAT Margin (%) 7.77 6.50
Total Debt/Tangible Net Worth Times 0.16 0.34
PBDIT/Interest Times 32.93 13.06

Status of non-cooperation with previous CRA (if applicable)

Not applicable

Interaction with Audit Committee anytime in the last 12 months (applicable for rated-listed / proposed to

be listed debt securities being reviewed by Acuite)
Not applicable

Any Other Information

None

Applicable Criteria

« Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria-53.htm
« Consolidation Of Companies: https://www.acuite.in/view-rating-criteria-60.htm
« Default Recognition: https://www.acuite.in/view-rating-criteria-52.htm

« Manufacturing Entities: https://www.acuite.in/view-rating-criteria-59.ntm

Note on complexity levels of the rated instrument

In order to inform the investors about complexity of instruments, Acuité has categorized such instruments in three
levels: Simple, Complex and Highly Complex. Acuite’s categorisation of the instruments across the three
categories is based on factors like variability of the returns to the investors, uncertainty in cash flow patterns,
number of counterparties and general understanding of the instrument by the market. It has to be understood that
complexity is different from credit risk and even an instrument categorized as 'Simple' can carry high levels of
risk. For more details, please refer Rating Criteria “Complexity Level Of Financial Instruments’ on www.aculite.in.
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Rating History

Date Instrur#:rlngll?;cilities Term Amog:nrt) (Rs Rating/Outlook
Cash Credit %gpr% 16.60 ACUITE A| Stable (Léfg]gzlig;ed from ACUITE A- |
Cash Credit %grnn% 29 40 ACUITE A| Stable (g%]g?g;ed from ACUITE A- |
Term Loan %gpr?] 10.06 ACUITE A| Stable (LSJfgtr)elig)ed from ACUITE A- |
Term Loan %grnr% 165 ACUITE A| Stable (lé{)agg?g;ed from ACUITE A- |
Proposed Long Term Loan %gpr?] 8.45 ACUITE A| Stable (LSJfgtr)elig)ed from ACUITE A- |
zgolggc PCIPCFC %ﬂﬁ 500 | ACUITE AL (Upgraded from ACUITE A2+)
Bills Discounting 'Srgtr)rrr;[ 5.00 ACUITE Al (Upgraded from ACUITE A2+)
Bank Guarantee (BLR) -Sl-zm 32.10 ACUITE Al (Upgraded from ACUITE A2+)
Letter of Credit 'Srgtr)rrr;[ 16.50 ACUITE Al (Upgraded from ACUITE A2+)
Letter of Credit -Sl-zm 32.40 ACUITE Al (Upgraded from ACUITE A2+)
Stand By Line of Credit 'Srgtr)rrr;[ 5.00 ACUITE Al (Upgraded from ACUITE A2+)
Cash Credit #gr”r% 22.40 ACUITE A- | Stable (Reaffirmed)
Cash Credit ong 16.60 ACUITE A- | Stable (Reaffirmed)
Term Loan If(e)rr;% 10.06 ACUITE A- | Stable (Reaffirmed)
Term Loan ong 1.65 ACUITE A- | Stable (Reaffirmed)
Proposed Long Term Loan If(e)rr;% 8.45 ACUITE A- | Stable (Reaffirmed)
A PC/PCFC Short 5.00 ACUITE A2+ (Reaffirmed)
Bills Discounting ?2%;[ 5.00 ACUITE A2+ (Reaffirmed)
Bank Guarantee (BLR) ?Z?rrﬁ 32.10 ACUITE A2+ (Reaffirmed)
Letter of Credit ?2%;[ 16.50 ACUITE A2+ (Reaffirmed)
Letter of Credit -Sl-g?rrrf 32.40 ACUITE A2+ (Reaffirmed)
Stand By Line of Credit ?2%;[ 5.00 ACUITE A2+ (Reaffirmed)
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Annexure - Details of instruments rated

Lender’s Date Of | Coupon | Maturity | Quantum |Complexity .
Name ISIN | Facilities Issuance | Rate Date | (Rs.Cr.)| Level Rating
Bank
State Bank| Notavl. / Notavl./ | Notavl./ | Notavl./ . ACUITEAL |
of India| Not appl. G(u;ﬁp{t)ee Not appl. | Not appl. | Not appl. 10.70 Simple Reaffirmed
State Bank| Notavl. / Bills Notavl./ | Notavl./ | Notavl./ 250 Simple ACUITEAL|
of India| Not appl. | Discounting | Not appl. | Not appl. | Not appl. ' P Reaffirmed
ACUITEA|
State Bank| Notavl. / .| Notavl./ | Notavl./ | Notavl./ .
. Cash Credit 11.30 Simple Stable |
of India| Not appl. Not appl. | Not appl. | Not appl. Reaffirmed
ACUITEA|
HDFC | Notavl./ .| Notavl./ | Notavl./ | Notavl./ .
Cash Credit 33.90 Simple Stable |
Bank Ltd | Not appl. Not appl. | Not appl. | Not appl. Reaffirmed
. ACUITEA|
Indusind | Notavl. / .| Notavl./ | Notavl./ | Notavl./ .
Cash Credit 13.80 Simple Stable |
Bank Ltd | Not appl. Not appl. | Not appl. | Not appl. Reaffirmed
Indusind | Notavl./ | Letterof | Notavl./| Notavl./| Notavl./ 16.20 Simple ACUITEAL |
Bank Ltd | Not appl. Credit | Notappl. | Not appl. | Not appl. ' P Reaffirmed
State Bank| Notavl./ | Letterof | Notavl./| Notavl./ | Notavl./ 550 Simole ACUITEAL |
of India| Notappl. | Credit | Notappl. | Not appl. | Not appl. ' P Reaffirmed
HDFC | Notavl./ | Letterof | Notavl./| Notavl./ | Notavl./ 48.60 Simple ACUITEAL |
Bank Ltd | Notappl. | Credit | Notappl. | Notappl. | Not appl. : P Reaffirmed
HDFC | Notavl./ Notavl./ | Notavl./ | Notavl./ . ACUITEAL|
Bank Ltd | Not appl. PC/PCFC Not appl. | Not appl. | Not appl. 4.00 Simple Reaffirmed
HDFC | Notavl./ Notavl./ | Notavl./ | Notavl./ . ACUITEAL|
Bank Ltd | Not appl. PC/PCFC Not appl. | Not appl. | Not appl. 3.50 Simple Assigned
ACUITEA|
HDFC | Notavl./ 04 Oct | Notavl./ | 30 Sep .
Term Loan 8.66 Simple Stable |
Bank Ltd | Not appl. 2024 | Notappl. | 2031 Reaffirmed
*Annexure 2 - List of Entities (applicable for Consolidation or Parent / Group / Govt. Support)
Sr.
No. Company name
1 Shri Balaji Industrial Engineering Limited (SBIEL)
2 Shri Balaji Industrial Product Limited (SBIPL)
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Contacts

Mohit Jain Contact details exclusively for investors and
Senior Vice President-Rating Operations lenders

Nidhi Gala _ _ Mob: +91 8591310146

Associate Analyst-Rating Operations Email ID: analyticalsupport@acuite.in

About Acuité Ratings & Research

Acuité is a full-service Credit Rating Agency registered with the Securities & Exchange Board of India
(SEBI). The company received RBI Accreditation as an External Credit Assessment Institution (ECAI) for
Bank Loan Ratings under BASEL-Il norms in the year 2012. Acuité has assigned ratings to various
securities, debt instruments and bank facilities of entities spread across the country and across a wide
cross section of industries. It has its Registered and Head Office in Kanjurmarg, Mumbai.

Disclaimer: An Acuité rating does not constitute an audit of the rated entity and should not be treated as a
recommendation or opinion that is intended to substitute for a financial adviser's or investor's independent
assessment of whether to buy, sell or hold any security. Ratings assigned by Acuité are based on the data
and information provided by the issuer and obtained from other reliable sources. Although reasonable care
has been taken to ensure that the data and information is true, Acuité, in particular, makes no
representation or warranty, expressed or implied with respect to the adequacy, accuracy or completeness
of the information relied upon. Acuité is not responsible for any errors or omissions and especially states
that it has no financial liability whatsoever for any direct, indirect or consequential loss of any kind, arising
from the use of its ratings. Ratings assigned by Acuité are subject to a process of surveillance which may
lead to a revision in ratings as and when the circumstances so warrant. Please visit our website
(www.acuite.in) for the latest information on any instrument rated by Acuité. Please visit
https://www.acuite.in/fags.htm to refer FAQs on Credit Rating.

Note: None of the Directors on the Board of Acuité Ratings & Research Limited are members of any rating
committee and therefore do not participate in discussions regarding the rating of any entity.
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