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Rating Rationale

Acuité has reaffirmed the long term rating of ‘ACUITE A-' (read as ACUITE A minus) and
the short term rating of ‘ACUITE A2+’ (read as ACUITE A two plus) on Rs. 76.00 crore
bank facilities of Shri Balaji Industrial Engineering Limited (SBIEL). The outlook remains ‘Stable’.
Acuité has assigned the short term rating of ‘ACUITE A2+’ (read as ACUITE A two plus)
on Rs. 15.00 crore bank facilities of Shri Balaji Industrial Engineering Limited (SBIEL). The outlook
remains ‘Stable’.

The ratings continue to reflect a sound business risk profile of the group driven by steady
revenue growth and a diversified customer base. The revenue growth is driven by significant
rise in average realization of steel product due to buoyancy in the steel market. In addition,
the clientele of the company includes reputed companies from steel, cement, and defense
sectors. The ratings also factor in the group’s strong financial risk profile marked by robust
coverage and low gearing ratios because of low reliance on debt. The ratings are
constrained by the cyclical nature of the steel industry along with decline in operating margin
during FY22 on account of rise in commaodity prices.

About the Company

Incorporated in 2008, Shri Balaji Industrial Engineering Limited (SBIEL) is a Jharkhand based
company engaged in 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 Products Limited 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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About the Group

Incorporated in 1985, Shri Balaiji Industrial Products Limited (SBIPL) is a Jaipur-based company
engaged in manufacturing of alloy steel castings having an installed capacity of 39,700 MTPA.
Alloy steel castings are used in thermal power plants for grinding of coal, in cement industry for
grinding of clinker, mining and defence industry. The company has setup a new plant in

Aug,2018 having an installed capacity of 20,000 MTPA in Bhilai, Chhattisgarh.

Analytical Approach

Acuité has considered the consolidated business and financial risk profiles of Shri Balaii
Industrial Engineering Limited (SBIEL) and Shri Balaji Industrial Product Limited (SBIPL) to arrive
at the rating. The consolidation is on account of the operations in the similar industry, common
management and operational and financial synergies.Extent of consolidation: Full

Key Rating Drivers
Strengths

Sound business profile

The group has a long frack record of around three decades in the castings & forgings industry
and two decades in the sponge iron manufacturing industry. The group is promoted by Mr.
Kailash Kumar Kanodia, who has vast experience of around three decades in the steel
industry.

The group caters to both renowned corporates and government undertakings such as Jindal
Steel and Power Limited, Godawari Power and Ispat Limited, Nuvoco Vistas Corporation Ltd,
Heavy Vehicle Factory among others. Further, the group has diversified geographical
presence as it sells casting products to different entities across European and Asian nations
such as UK, Saudi Arabia, Thailand etfc. In FY22, the sale from overseas markets stood at Rs 74
Cr as against Rs 43 Crin FY21.Acuité believes that the group’s long-standing relationship with
these clients will keep the business operations in good stead going forward.

Sustained revenue growth

The group had registered sustained growth during last 2 FYs as reflected from its revenue of Rs
591 Crin FY22 as against Rs 454 Crin FY21 and Rs 383 Crin FY20. The growth is driven by
significant rise in average redlization of sponge iron along with rise in order flow related casting
products from both domestic and overseas markets. The group has posted revenue of Rs 236
Cr till July 2022(Provisional). The scale of operation is expected to remain at similar level over
the medium term as manufacturing units are operating at optimal level.

Improving financial risk profile

The financial risk profile of the group is marked by high net worth, comfortable gearing and
healthy debt protection metrics. The net worth of the group stood at Rs. 186 Cr. as on 31
March, 2022 as against Rs.157 Cr. as on 31st March, 2021. The gearing (debt-equity) stood low
at 0.42 times in FY2022 as against 0.59 times in FY2021.TOL/TNW stood comfortable at 0.97
times in FY22.The group has low reliance on external debt which led to decline in financial
cost. Moreover, the interest coverage rafio (ICR) and debt service coverage ratio (DSCR)
stfood strong at 7.28 times and 3.78 times in FY2022 as compared to 5.82 times and 3.15 fimes
in FY2021 respectively.The NCA/TD stood at 0.51 times in FY2022 as against 0.41 times in FY21.
Acuité believes that the financial risk profile of the group will remain comfortable in the
absence of any major debt funded capex plans in the medium term.

Weaknesses

Moderate working capital operations
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The group's operations are moderately working capital intensive marked by Gross Current
Asset (GCA) of 133 days in FY2022 as against 136 days in FY2021.Inventory Day stood at 84
days in FY2022 as against 70 days in FY2021.The debtor days stood at 30 days in FY2022 as
against 32 days for FY2021. Acuité expects the GCA days to hover around same levels over
the medium term because of large inventory level.

Pressure on operating margins

The profitability of the group had declined as EBITDA margin of the group stood at 9.05
percentin FY22 as against 12.81 percent in FY21.The decline in operating margins is driven by
higher raw material costs and particularly higher coal prices. Acuite believes that the
profitability margins of the group will continue to remain vulnerable as group is exposed to raw
material fluctuation risk.

Rating Sensitivities
o Substantial improvement in profitability margin

Sustenance of revenue growth backed by forward integration or product diversification
plan

Material covenants
None

Liquidity profile: Adequate

The group’s liquidity is adequate marked by net cash accruals of Rs.39 crore in FY2022 against
long term debt obligations of only Rs.4.82 crore. Net cash accruals are expected to remain in
the range of Rs.46.00-43.00 Cr. as against nominal current maturity of Rs 9.00 Cr over the
medium term. The group has utilized ~ 45 per cent of its working capital facilities during the
twelve months ended July 2022. The group maintains unencumbered cash and bank
balances of Rs. 3.42 crore as on March 31, 2022. The current ratfio stood modest at 1.62 fimes
as on March 31, 2022.The group’s operations are moderately working capital intensive
marked by Gross Current Asset (GCA) of 133 days in FY2022 as against 136 days in
FY2021.Going forward, Acuité believes that the group’s liquidity to remain adequate owing to
the increased cash accruals over the medium term.

Outlook : Stable

Acuité believes the group’s outlook will remain stable over the medium term on account of its
experienced management, reputed customer base and comfortable financial risk profile. The
outlook may be revised to 'Positive’ in case the group registers substantial improvement in the
operating margin with sustained revenue growth. Conversely, the outlook may be revised to
‘Negative'in case of decline in revenues or further elongation in the operating cycle.
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Key Financials

Particulars Unit | FY 22 (Actual) FY 21 (Actual)
Operafing Income Rs. Cr. 591.45 454.47
PAT Rs. Cr. 28.99 26.64
PAT Margin (%) 4.90 5.86
Total Debt/Tangible Net Worth Times 0.42 0.59
PBDIT/Interest Times 7.28 5.82

Status of non-cooperation with previous CRA (if applicable)
None

Any other information
None

Applicable Criteria

* Default Recognition :- https://www.acuite.in/view-rating-criteria-52.htm

» Manufacturing Entities:  https://www.acuite.in/view-rating-criteria-59.htm

* 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.hfm

Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.htm

Rating History

Name of Amount

Date Instruments/Facilities Term (Rs. Cr) Rating/Outlook
Leffer of Credit | Jao| 1400 | ACUITE A2+ (Upgraded from ACUITE A2
Working Capital | Long 1 6] ACUITE A- | Stable (Upgraded from
Demand Loan Term : ACUITE BBB+ | Stable)
. Long ACUITE A- | Stable (Upgraded from
Cash Credit | 1gm|  10.00 ACUITE BBB+ | Stable]
Bank Guarantee ?gm 8.00 | ACUITE A2+ (Upgraded from ACUITE A2)
29 Dec| Working Capital | Long 1 00 ACUITE A- | Stable (Upgraded from
2021 Demand Loan Term : ACUITE BBB+ | Stable)
| Lon ACUITE A- | Stable (Upgraded from
Proposed Bank Facility Ternr% 10.00 ACU|ITE BBB+ (l FS)Tgoble)
. Long ACUITE A- | Stable (Upgraded from
Cash Credit | 1gpm|  10.00 ACUITE BBB+ | Stable]
Letter of Credit ?gﬁg 14,00 | ACUITE A2+ (Upgraded from ACUITE A2)
. . | Long ACUITE A- | Stable (Upgraded from
Standby Line of Credit Term 5.00 ACUITE BBB+ | Stable)
. Short .
Letter of Credit Term 14.00 ACUITE A2 (Assigned)
Cash Credit %gr“n% 2000 |  ACUITE BBB+ | Stable [Reaffirmed)
Cosh Credit [ 1on9| 100 |  ACUITE BBB+ | Stable (Redffimed)
07 Jun | Standby Line of Credit %grnr% 5.00 ACUITE BBB+ | Stable (Reaffirmed)
2021 Letter of Credit ?gl?rg 14.00 ACUITE A2 (Reaffirmed)
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Cash Credit %gr“n% 10.00 ACUITE BBB+ | Stable [Assigned)
Cosh Credit | -OM9| 161 | ACUITE BBB+ | Stable [Reaffimed)

Bank Guarantee ?gfnq 8.00 ACUITE A2 (Reaffirmed)

Bank Guarantee | Jaon| 8,00 ACUITE A2 [Assigned)
Cash Credit %gr”n% 1.00 ACUITE BBB+ | Stable (Assigned)
sacr| CoshCredit | 19091 161 | ACUTE 8B+ | Stoble (Assigned)
D201 cosh Credit [ 1on9) 3000 | ACUITE 888+ | Stable [Recffimed]

. Short .

Letter of Credit Term 28.00 ACUITE A2 (Assigned)
Standby Line of Credit %gr”n% 5.00 ACUITE BBB+ | Stable (Assigned)
2orCl CoshCredit | +OM9 10,00 | ACUITE 888+ | Stable [Reaffimed]
Lo | Coshcredit | 1on9 1000 | ACUIE BBB+ | Stoble (Assigned)

Acuité Ratings & Research Limited www.acuite.in

N S



Annexure - Details of instruments rated

Lender’s _— Date Of | Coupon | Maturity [Quantum .
Name ISIN Facilities Issuance Rate Date | (Rs.Cr.) Rating
State Bank

Not Not Not Not ACUITE A2+
Bﬁgﬁ g f Applicable GU(GBTIQ)T% Applicable|Applicable|Applicable 18.00 | Reaffirmed
State ACUITE A- |
Noft ; Not Not Noft
Bank of . Cash Credit - . - 15.00 | Stable |
India Applicable Applicable|Applicable|Applicable Reoffimed
ACUITE A- |
HDFC Not . Not Not Not
. Cash Credit . . . 10.00 | Stable |

Bank Ltd |Applicable Applicable|Applicable|Applicable Reoffimed
HDFC Not Letter of Not Not Not 15.00 ACUITE A2+

Bank Ltd |Applicable|  Credit [Applicable|Applicable|lApplicable : | Assigned
sale | Not | lefterof | Not Not Not | 100y | ACUTE A2+
india Applicable| Credit |Applicable|Applicable|Applicable : | Reaffirmed
HDFC Not Letter of Not Not Not 14.00 ACUITE A2+

Bank Ltd |Applicable|  Credit [Applicable|Applicable|lApplicable : | Reaffirmed
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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 Ratfings 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 rafings as and when the circumstances
so warrant. Please visit our website (www.acuite.in) for the latest information on any
instrument rated by Acuité.
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