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Jagatjit Industries Limited 

J a n u a ry  06 , 2023  

Rating Downgraded

Product Quantum (Rs. 
Cr) Long Term Rating Short Term 

R ating

Bank Loan Ratings 200.00 ACUITE B+ | Stable | 
D o w n g ra d e d -

Total Outstanding Quantum 
(Rs. Cr) 200.00 - -

Total W ithdrawn Quantum 
(Rs. Cr) 0.00 - -

Rating Rationale

A cu ite  has do w ng ra de d  the long-term  rating from "ACUITE BB-(read as ACUITE double B 
minus)" to  "ACUITE B+ (read as ACUITE B Plus)" on the Rs. 200 Cr. bank facilities of JAGATJIT 
INDUSTRIES LIMITED. The outlook is 'Stable'.

Rationale for Rating:
A cu ite  takes into a c c o u n t the  e xp e rie n ce  o f the  prom oters in the  A lco  Bev Industry. The 
com pany has a w ide  presence in India for the sale of Indian M ade Foreign Liquor (IMFL) and 
Country Liquor (CL) through franchise business and contract manufacturing. Jagatjit Industries 
Lim ited has been selling IMFL under the  b rand  nam e Aristocrat since 1968 a n d  thus, has a 
legacy of over seven decades in the said industry.
The rating positively takes into acco un t the fa c t the com pany is having an arrangem ent with 
Hindustan Unilever (HUL) w hich is one of the m ajor player in the FMCG Industry. A cu ite  takes 
into acco un t DSRA mechanism present in its LRD term loan where the entity is maintaining an 
am ount equiva lent to  1 quarter o f interest & principal repaym ent obligations in the form of 
fixed deposit. However, the com pany is com pany is having negative Operating Profit Before 
Tax and its re liance on the O ther Incom e is making it a Positive PAT concern.
The rating, however, is constrained by the high tenant risk in lease rental business as the entire 
facility has been leased out to  few  tenants, though a strong tenant profile reduces the risk to 
some extent. Availability o f new  tenan t for va ca n t space of ab ou t 60,195 sq ft i.e. 28.51% of 
the to ta l area availab le to  be leased out is also a major concern. The rise in prices of the raw  
m ate ria l like ba rley has severly im p a c te d  the  EBITDA margins o f the  co m p a n y . The D ebt- 
Equity ratio m ain ta ined a t high level of 4.58 Times for the FY 22 and further the co m pa ny is 
ab ou t to take further Term Loan Facility for an Ethanol Plant Project in the current and next 
financia l year tha t will further a ffe c t the ratio.

About the Com pany
Ja ga tjit Industries Lim ited (JIL) w as in c o rp o ra te d  in 1944 in the  sta te  o f Punjab by Mr. L.P. 
Jaiswal under the nam e of Jagatjit Distilling and Allied Industries Limited, Subsequently the 
nam e as changed to the present one. JIL is engaged in manufacturing, distributing and selling 
Ind ian M a d e  Foreign Liquor (IMFL), C ou n try  Liquor (CL), M a lte d  Milk Food (MMF) & M a lt 
Extract (MEX) and m anag ing of ow ned Real Estate assets. JIL sells country liquor in Punjab, 
has 40 IMFL brands selling across 17 States and 2 Union Territories in dom estic market, and 13
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countries including U.S.A., Italy and U.A.E, to  nam e a few. Further, JIL leases out ow ned 2.11 
LPSF area to  tenants and m anufactures interm ediates for products m anufactured by HUL.

Analytical Approach
A cu ite  has considered the standalone business and financia l risk profile of JIL to  arrive a t this 
rating. Further, A cu ite  has also considered the presence of DSRA (Debt Service Reserve 
A ccount) equiva lent to  1 quarter o f interest & principal repaym ent obligations and escrow 
mechanism with a well-defined waterfa ll mechanism, as specified in the loan sanction letter 
w h ile  arriving a t the  rating.

Key Rating Drivers 

Strengths
Established presence in the domestic market:
JIL is m a n a g e d  b y  Mr. Ravi M a n c h a n d a  (M a n a g in g  D ire c to r), Mr. D e e p a n k a r  B a ra t 
(President) along with Mr. Anil Vanjani (CEO & CFO) and Ms. Roshni Jaiswal (Promoter Family). 
Ms. Roshni Jaiswal belongs to  a business family, w h ich has been in the A lcoBev industry for 
over seven decades. The promoters are very resourceful and have supported the entity with 
th e  fun d ing  as a n d  w h e n  requ ired . The seven d e c a d e  tra c k  re co rd  o f op e ra tion s  in the  
A lcoB ev a n d  Food industry has he lpe d  JIL establish p resence w ith  entities like HUL a n d  a 
g e o g ra p h ic  presence across 17 States a n d  2 Union Territories in dom estic  m arket, a n d  13 
countries including U.S.A., Italy and U.A.E, to  nam e a few.
Debt servicing supported by debt service reserve account:
JIL maintains Debt Service Reserve A ccoun t (DSRA) as per the stipulation. DSRA is equivalent 
to  1 quarter of interest & principal repaym ent obligations in the form of fixed deposits. Further, 
the terms o f sanction for the term loan stipulate an escrow m echanism  through w hich rent 
receipts are routed and used for paym ent as per the defined paym ent waterfa ll mechanism. 
Surplus cash flow  after m eeting tax expenses, operating expenses, debt-servicing obligation, 
can  be utilised for acce le ra ted  d e b t repaym ent post lock-in period.
Weaknesses 
Financial Risk Profile:
JIL has an average financial risk profile marked by modest tangib le  net worth and high Debt- 
Equity ratio. The tang ib le  net worth for the FY 22 stood a t Rs 47.13 Crores as against Rs 45.38 
Crores in FY 21. JIL follows an aggressive financia l policy wherein the Debt Equity Ratio stood 
a t 4.58 Times in FY 22 as against Rs 4.74 Times in FY 21. The d e b t profile majorly comprises of 
LRD Term loan of Rs. 199.80 Cr as on March 31, 2022. The com pany is further in talks for taking a 
Term Loan o f Rs 165 Crores fo r a new  e th a n o l p lan t. Further, the  TOL/TNW (Total O utside 
Liabilities to Total Net Worth) ratio stands significant too  a t 9.46 times as on March 31,2022 as 
against 9.84 times as on M arch 31,2021.

Intense competition and highly regulated nature of liquor industry:
JIL revenues will continue to be im pa c ted  by increasing com petition  in the dom estic IMFL 
market from g loba l players as well as regional players. In addition, The Indian a lcohol industry 
is highly regu lated a t almost every stage in the va lue chain. Furthermore, every state has its 
set of regulations with respect to distribution and retail channels, registration, taxation, and 
pric ing  o f a lco h o l, ba n  on advertis ing , raw  m ate ria l ava ilab ility , va ry ing  ta x  structures in 
d if fe re n t s ta tes po se  c h a lle n g e s  a n d  restric t th e  indus try 's  g ro w th . The industry is also 
adm in istered through a strict license reg im e. Different licenses are  m a n d a te d  a t stages of 
p ro d u c tio n  a n d  distribution, inc lud ing  se p a ra te  ones for m anufacturers, distributors, an d  
retailers. A ny adverse  c h a n g e  in the  gove rn m en t's  license au thorisa tion  po licy , such as 
discontinuation or caps on renewal o f licenses or sharp hike in license fees, cou ld  a ffe c t the 
en tity .

Susceptibility to the profit due to the Raw M aterial's Prices:
JIL is in to  th e  business w h ic h  requ ires ra w  m a te ria l like ba rle y . R aw  m a te ria l b e in g  ag ri 
com m od ity  is susceptible to  price volatility as can be seen from the past trends. The price of 
the  raw  m ateria l has been im p a c te d  in the  FY 2022 w h ich  as a result de c line d  the  EBITDA
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margins for the period. The com pany would have incurred net losses had it not been the case 
tha t the com pany recovered substancial am ount of provisions m ade for doubtfu l debts and 
non- a c tiv e  cred itors. A fte r c o v id  a n d  th e  farm er's protest last year, th e  prices has been  
im pa c ted  severly w hich as a result has been im pacting  the cost o f raw  m aterial required by 
th e  c o m p a n y .
Rating Sensitivities

1. Significant improvement in scale of operations, while maintaining its profitability margins.
2. D eteriora tion in the  w ork ing c a p ita l c y c le  lea d ing  to  stress on the  d e b t p ro te c tio n  

metrics or the liquidity position of the entity.
3. Delay in receipt of rentals from its tenants leading to cash flow mismatches.
4. Delay in on-boarding new tenants for the vacant spaces as envisaged by the entity.
5. Delay in timely monetization of assets held for sale for maintaining com fortable liquidity.
6. Any unforeseen and unfavourable regulatory changes.
7. Significant debt-funded capex.

M aterial covenants
N o n e

Liquidity Position 
A d e q u a te
Jagatjit Industries Limited has a d e q u a te  net cash accruals to  its maturing d e b t obligations. 
Firm g e n e ra te d  cash  a c c ru a ls  o f Rs. 10.75 c ro re  fo r FY2022 as a g a in s t Rs. 2.01 c ro re  o f 
repaym ent obligations for the same period. Current Ratio stood a t 0.58 times as on 31 March 
2022 as against 0.46 times in the previous year. The Bank Limit Utilization stands a t 80.33% for 
the Cash Credit Facility of 15 Crores from Kotak Mahindra Bank. The Cash and Bank Balance 
m a in ta ined  in FY 22 is 2.09 Crores.

Outlook: Stable
A c u ite  be lieves th a t JIL w ill m a in ta in  a 'S table ' o u tlo o k  in the  ne a r to  m ed ium  term  on 
a cco u n t o f its established track record of the entity supported by extensive experience of 
the promoters of the entity and its diversified revenue profile. The ou tlook may be revised to 
'Positive' if the entity registers h igher-thanexpected grow th in revenues, profitability margins 
and net cash accruals while im proving its d e b t protection metrics and financia l risk profile. 
The outlook may be revised to  'Negative ' in case the entity registers substantial decline  in 
revenues, or profitability margins or if the financia l risk profile deteriorates due to  higher than 
expected  working cap ita l requirements resulting in deterioration of the cap ita l structure.

Other Factors affecting Rating
N o n e

Key Financials

Particulars Unit FY 22 (A ctu a l) FY 21 (A ctu a l)
Operating In c o m e Rs. Cr. 457.89 418.85
PAT Rs. Cr. 0.79 2.12
PAT M a rg in (%) 0.17 0.51
Total Debt/Tangible Net Worth Times 4.58 4.74
PBDIT/Interest Times 1.37 1.38

Status of non-cooperation with previous CRA (if applicable)
N o n e

Any other information
N o n e

Applicable Criteria
• Default Recognition :- https://www.acuite.in/view-rating-criteria-52.htm
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• Manufacturing Entities: https://www.acuite.in/view-rating-criteria-59.htm
• Service Sector: https://www.acuite.in/view-rating-criteria-50.htm
• Application Of Financial Ratios And Adjustments: https://www.acuite.in/view-rating-criteria- 
53 .h tm

Note on complexity levels of the rated instrument
In order to inform the investors abou t com plexity of instruments, Acuite  has categorized such 
instruments in three levels: Simple, Com plex and Highly Complex. A cu ite ' s categorisation of 
the instruments across the three categories is based on factors like variability of the returns to 
th e  investors, u n ce rta in ty  in cash flow  patte rns, n u m b e r o f co u n te rp a rtie s  a n d  g e n e ra l 
understand ing of the  instrument by the  m arket. It has to  be  understood tha t com p lex ity  is 
different from credit risk and even an instrument categorized as 'Simple' can carry high levels 
o f  risk. For m o re  d e ta ils , p le a s e  re fe r R a ting  C rite ria  “ C o m p le x ity  Leve l O f F in a n c ia l 
Instruments” on w w w .a cu ite .in .

Rating History

D a te Name of
Instruments/Facilities Term Amount (Rs. 

Cr) R ating /O utlook
11 O c t 
2021 Term Loan Long

Term 200.00 ACUITE BB- | Stable 
(Assigned)
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Annexure - Details of instruments rated
Lender’s

N am e I SIN Facilities D ate  Of 
Issuance

Coupon
R ate

Maturity
D ate

Complexity
Level

Quantum 
(Rs. Cr.) Rating

Indusind 
Bank Ltd

N ot
Applicab le

Term
Loan

Dec 1 
2018 

12:00AM
11.75

Jun 30 
2034 

12:00AM
S im ple 200.00

ACUITE B+ | 
S ta b le  | 

Downgraded
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Aditya G u p ta
Vice President-Rating Operations 
Tel: 022-49294041 
a d itya .gu p ta @ a cu ite .in

Satyam .
Analyst-Rating Operations 
Tel: 022-49294065 
satyam .saxena@ acuite .in

Varsha Bist
Senior Manager-Rating Operations 
Tel: 022-49294011 
rating.desk@ acuite .in

About Acuite Ratings & Research
Acuite  is a full-service Credit Rating A gency registered with the Securities & Exchange Board 
of India (SEBI). The co m pa ny  rece ived RBI A ccred ita tion  as an External Credit Assessment 
Institution (ECAI) for Bank Loan Ratings unde r BASEL-II norms in the  y e a r 2012. A cu ite  has 
assigned ratings to  various securities, de b t instruments and bank facilities of entities spread 
across the  co u n try  a n d  across a w id e  cross section o f industries. It has its Registered a n d  
Head O ffice in Kanjurmarg, M um bai.

Disclaimer: An A cu ite  rating does not constitute an aud it o f the rated entity and should not 
be  tre a te d  as a re co m m e n d a tio n  or op in ion  th a t is in te n d e d  to  substitute for a financ ia l 
adviser's or investor's in d e p e n d e n t assessment o f w he th e r to  buy, sell or hold any security. 
Ratings assigned by A cu ite  are based on the da ta  and inform ation provided by the issuer 
a n d  o b ta in e d  from  o th e r re liab le  sources. A lthough  reasonab le  c a re  has been  taken  to  
ensure tha t the da ta  and information is true, Acuite, in particular, makes no representation or 
warranty, expressed or implied with respect to  the ad eq ua cy , a ccu ra cy  or com pleteness of 
the information relied upon. Acuite  is not responsible for any errors or omissions and especially 
states tha t it has no financia l liability w hatsoever for any direct, ind irect or consequentia l loss 
o f any kind, arising from  the  use o f its ratings. Ratings assigned by A cu ite  a re  sub ject to  a 
process of surveillance which may lead to a revision in ratings as and when the circumstances 
so w a rra n t. P lease visit o u r  w e b s ite  (w w w .a c u ite . in ) fo r th e  la tes t in fo rm a tio n  on  a n y  
instrum ent ra te d  by Acu ite .
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