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Amount (X

Ratings! Rating Action

Facilities

crore)
Long-term bank facilities 55.97 CARE BB+; Stable Reaffirmed; Outl.o .O k revised from
Positive
Long-term / Short-term bank 0.81 CARE BB+; Stable / CARE Reaffirmed; Outlook revised from
facilities ) A4+ Positive

Details of facilities in Annexure-1.

Rationale and key rating drivers

The ratings assigned to the bank facilities of Jai Balaji Jyoti Steels Limited (JBJSL) continue to remain constrained by its subdued
financial performance in FY24 (refers to the period April 1 to March 31), profitability being susceptible to volatility in raw material
prices and cyclicality associated with the steel industry.

The ratings also take into consideration the ongoing capex for setting up of captive power plant which has been funded out of
internal accruals and unsecured loans leading to moderation in capital structure and debt protection metrics.

The ratings, however, continues to derive strength from experienced promoters with presence for over two decades in the industry
and satisfactory capacity utilisation.

Rating sensitivities: Factors likely to lead to rating actions
Positive factors

e Sustaining the increased revenue above Rs.400 crore with sustained profitability.
e  Sustaining the capital structure at around 1x with sustained improvement in total debt/GCA.

Negative factors

e Decline in scale of operations below Rs.350 crore and operating margins below 5% on a sustained basis.
e  Deterioration in capital structure beyond 1.75x and Total Debt/GCA beyond 4.50x on a sustained basis.
e  Substantial deterioration in liquidity profile.

Analytical approach: Standalone

Outlook: Stable

CARE Ratings Limited (CARE Ratings) has revised the outlook from ‘Positive’ to ‘Stable’ in view of the moderation in financial
performance in FY24. However, Care Ratings continue to believe than the company shall sustain its moderate financial risk profile
over the medium term.

Detailed description of the key rating drivers:

Key weaknesses
Profitability susceptible to volatility in the prices of raw materials
The basic raw materials for JBJSL are iron ore and coal. The prices of raw materials are highly volatile in nature due to commodity

nature of product. With company lacking backward integration for both coal & iron ore, the company resorts to linkage with
Mahanadi Coalfields Limited, Odisha Mining Corporation Limited and open market purchases for coal and iron ore. Nonetheless,
the company has backward integration in terms of sponge iron manufacturing facility, thus making it better placed than only billet
producers.

Cyclicality associated with the steel industry

Steel is a cyclical industry, strongly correlated to economic cycles since its key users i.e., construction, infrastructure, automobiles
and capital goods are heavily dependent on the state of the economy. Fall in demand in any of these sectors directly impacts the
demand of steel products. The steel industry is sensitive to the shifting business cycles, including changes in the general economy,
interest rates and seasonal changes in the demand and supply conditions in the market.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Moderate capital structure and debt protection metrics

The capital structure witnessed moderation on account of availment of unsecured loans to fund the capex requirements in FY24.
Accordingly, the overall gearing ratio of the company has moderated from 1.04x as on March 31, 2023, to 1.37x as on March 31,
2024. The debt protection metrics marked by Total debt/GCA also witnessed moderation from 4.02x as on March 31, 2023, to
14.33x as on March 31, 2024, as company has witnessed significant reduction in GCA in FY24 along with increase in unsecured
debts. Interest coverage has also moderated from 5.26x in FY23 to 1.65x in FY24 due to a decline in absolute PBILDT. Going
forward, with the expected improvement in the financial performance of the company, the debt coverage indicators are expected
to improve.

Subdued financial performance in FY24

Total revenue from operations of JBISL witnessed moderation from Rs.487.40 crore in FY23 to Rs. 421.89 crore in FY24 mainly
due to reduction in realisation of billets during the year. However, the prices of raw materials remained more or less stable.
Accordingly, the PBILDT margin moderated to 2.92% in FY24 as against 6.73% in FY23. However, with the 5-MW Atmospheric
Fluidized Bed Combustion (AFBC) power plant expected to be operational by October 2024, the company is expected to benefits
from reduced power power cost leading to improvement in profitability margin going forward.

Ongoing capex

Power cost is the second major contributor to total cost after raw materials in a billet manufacturing plant. As a result, the
company is currently in the process of establishing an additional 5-MW power plant. Prior to this, the company successfully
commissioned a 5-MW waste heat recovery power plant (WHRP) in October 2023 for a cost of around Rs.52 crore. Simultaneously,
the company is setting up an AFBC power plant with an estimated cost of approximately Rs.50 crore. Most of the expenses have
already been incurred, with Rs.1 to 2 crore remaining. The AFBC power plant is expected to be fully operational by October 2024.
Post completion of the power plant, the power cost is expected to reduce. The entire setup cost for both the plant has been
funded through internal accruals and unsecured loans.

Key strengths
Experienced promoters with presence for over two decades in the industry

JBJSL, incorporated in April 2003 and based in Sundargarh (Odisha), is a part of the Jai Balaji group. JBISL is a closely held family
managed company. The day-to-day affairs of the company are looked after by Mr. Aditya Jajodia (Managing Director) who is
having rich experience of over 25 years in setting up and managing steel & allied companies.

Satisfactory capacity utilization
The capacity utilisation of Sponge Iron and MS Billet for FY24 stood satisfactory at 81% and 84% respectively as against 84%
and 76% respectively in FY23.

Liquidity: Adequate

Liquidity has been marked adequate with company earning GCA of Rs.9.50 crore as against nil repayment obligation in FY24
along with moderate utilisation of fund-based limit and strong support from promoter group. JBJSL has nil repayment obligation
during FY25 as the company does not have any term debts. The average utilisation of the fund-based limit during the past 12
months ended June 2024 has been around 68% giving enough head rooms to meet its short-term working capital requirements.
Furthermore, the company has a cash and liquid investment of Rs. 7.58 crore as on March 31, 2024.

Applicable criteria

Definition of Default

Liquidity Analysis of Non-financial sector entities
Rating Outlook and Rating Watch
Manufacturing Companies

Financial Ratios — Non financial Sector
Withdrawal Policy

Short Term Instruments

Iron & Steel

About the company and industry

Industry classification
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https://www.careratings.com/upload/pdf/get-rated/Policy%20on%20Default%20Recognition_May%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Liquidity%20Analysis%20of%20Non-Financial%20Sector%20entities_May2022%20Final.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20outlook%20and%20rating%20watch%20_Dec%202022(21-12-22).pdf
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https://www.careratings.com/pdf/resources/CARE%20Ratings%E2%80%99%20criteria%20on%20Financial%20Ratios%20-%20Non%20Financial%20Sector%20-%20March%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/CARE%20Rating's%20Policy%20on%20Withdrawal%20of%20Ratings%20May%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Criteria%20for%20Short-Term%20Instruments%20-Feb%202023.pdf
https://www.careratings.com/upload/pdf/get-rated/Rating%20Methodology-%20Iron%20&%20Steel%20Sept%202022%20(14-12-22).pdf
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Indicator
Commaodities Metals & Mining Ferrous Metals Iron & Steel

Macro Economic Industry Basic Industry

JBJISL is engaged into manufacturing of sponge iron and Mild Steel billets with installed capacity of 1,20,000 MTPA and 1,11,420
MTPA respectively. The manufacturing facility is located in Sundargarh, Odisha. Jai Balaji group is engaged in manufacturing of
sponge iron, pig iron, ferro alloys, billets, TMT bars & rods, DI Pipes and copper rods in various parts of Eastern India. The other
major companies belonging to the promoters is Jai Balaji Industries Ltd., engaged in manufacturing of iron and steel products
and Chandi Steels Industries Limited engaged in niche product like Cathode Collector Bar, Anode Bar, Copper Inserted Cathode
Bar Assembly, Anode Stub and Grinding Media Rod for the aluminium, mineral and mining industry.

Brief Financials (X crore) March 31, 2023 (A) March 31, 2024 (Prov.)

Total operating income 487.40 421.89
PBILDT 32.81 12.31
PAT 15.12 2.61
Overall gearing (times) 1.04 1.37
Interest coverage (times) 5.26 1.65

A: Audited; Prov.: Provisional; Note: ‘the above results are latest financial results available’

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable

Rating history for last three years: Please refer Annexure-2

Covenants of rated instrument / facility: Detailed explanation of covenants of the rated instruments/facilities is given in
Annexure-3

Complexity level of various instruments rated: Annexure-4

Lender details: Annexure-5

Annexure-1: Details of instruments/facilities

Size of the | Rating Assigned

Name of the Date of Coupon Maturity .

Instrument Issuance Rate (%) Date S A
(X crore) Rating Outlook

Fund-based - LT-Cash - - - 55.97 | CARE BB+; Stable

Credit

Non-fund-based - LT/ ) i ) 0.81 CARE BB+; Stable

ST-Bank Guarantee ' / CARE A4+
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Annexure-2: Rating history for the last three years

Current Ratings Rating History
Date(s) Date(s) Date(s) Date(s)
Name of the Amount and and and and
Insl_:r_u_ment/ Bank Type Outstanding | Rating Rat_lng(s) Rat_lng(s) Rat_mg(s) Rat_mg(s)
Facilities (X crore) assigned assigned assigned assigned
in 2024- in 2023- in 2022- in 2021-
2025 2024 2023 2022
1)CARE
BB+;
Stable
DCARE 1 (07-0ct- | 1)cARE
CARE BB+;
Fund-based - LT- o 22) B+; Stable
1 . LT 55.97 BB+; - Positive
Cash Credit 2)CARE (13-Sep-
Stable (07-Aug-
23) BB-; 21)
Stable
(06-Apr-
22)
1)CARE
BB+;
Stable /
CARE é)BCﬁRE (C(¢7ng$+ 1)CARE
Non-fund-based - BB+; Posit,ive /|22 B+; Stable
2 LT/ ST-Bank LT/ST 0.81 Stable/ | - / CARE A4
CARE A4+ | 2)CARE
Guarantee CARE . (13-Sep-
At (07-Aug- | BB-; 21)
23) Stable /
CARE A4
(06-Apr-
22)

LT: Long term; LT/ST: Long term/Short term
Annexure-3: Detailed explanation of covenants of the rated instruments/facilities: Not Applicable

Annexure-4: Complexity level of the various instruments rated

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

Annexure-5: Lender details

To view the lender wise details of bank facilities please click here

Note on the complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis
of complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.
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About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise capital
and enable investors to make informed decisions. With an established track record of rating companies over almost three decades,
CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise, backed by the
methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in developing bank debt
and capital market instruments, including commercial papers, corporate bonds and debentures, and structured credit.

Disclaimer:

The ratings issued by CARE 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. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions with
the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it has
no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as per the
terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced and
triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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