Brief Rationale

A&E Ra tings
01 April, 2014

CARE REVISES/REAFFIRMS THE RATINGS ASSIGNED TO THE BANK FACILITIES OF
SANGHVI FORGING & ENGINEERING LTD
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Rating Rationale

The revision in the ratings of the bank facilities of Sanghvi Forging & Engineering Ltd (SFEL) is on
account of losses incurred during 9MFY14 (refers to the period April 1 to December 31) which
coupled with cost overrun in its large-size debt funded expansion project has led to stretch in its
liquidity and deterioration in its leverage.

The ratings further continue to be constrained by the stabilization and saleability risk associated
with the newly commissioned expansion project in the prevailing subdued economic environment
and susceptibility of its profitability to volatile raw material prices.

The ratings, however, continue to derive strength from the vast experience of the promoters of
SFEL in industrial forging business along with its established trade relationship with reputed
clientele.

SFEL’s ability to quickly stabilize the operations of its expansion project and realize the envisaged
benefits thereof, manage raw material price volatility and thereby improve profitability, efficiently
manage its working capital requirement along with improvement in its capital structure would be
the key rating sensitivities.

Background

Vadodara-based (Gujarat) SFEL, incorporated in 1989, is promoted by Mr Babulal Sanghvi. SFEL is
engaged in the manufacturing of forged flanges & heavy forgings used in industrial forging and
precision machined components used in the non-automotive sectors such as oil and gas,
petrochemicals, chemicals, fertilizers, process equipments, desalination & water treatment, ship
building, defense, instrumentation, etc. The company manufactures both standardized as well as
customized products. SFEL had an installed forging capacity of 18,600 Metric Tonne Per Annum
(MTPA) as on March 31, 2013 with capability to handle a single job of up to 40 MT. SFEL caters to
the domestic as well as overseas markets, mostly in Europe, Middle East, Canada and USA.

SFEL earned a PAT of Rs.1.37 crore on a total operating income (TOI) of Rs 46.05 crore in FY13
(refers to the period April 1 to March 31) as against a PAT of Rs.4.76 crore on a TOI of Rs.51.38
crore in FY12. As per provisional results for IMFY14, SFEL has reported a net loss of Rs.7.10 crore
on a TOI of Rs.34.92 crore.

! Complete definitions of the ratings assigned are available at www.careratings.com and in other CARE
publications
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CARE has classified instruments rated by it on the basis of complexity. This classification is available at
www.careratings.com. Investors/market intermediaries/requlators or others are welcome to write to
care@careratings.com for any clarifications.

Disclaimer

CARE's ratings are opinions on credit quality and are not recommendations to sanction, renew,
disburse or recall the concerned bank facilities or to buy, sell or hold any security. CARE has based
its ratings on information obtained from sources believed by it to be accurate and reliable. CARE
does not, however, guarantee the accuracy, adequacy or completeness of any information and is
not responsible for any errors or omissions or for the results obtained from the use of such
information. Most entities whose bank facilities/instruments are rated by CARE have paid a credit
rating fee, based on the amount and type of bank facilities/instruments.
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