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CARE REVISES THE RATINGS ASSIGNED TO THE BANK FACILITIES OF
HAPPY FORGINGS LIMITED
Ratings
Amount

(Rs. crore)
219.43 CARE BB+ Revised from CARE BB

Facilities

Ratings® Remarks

Long term Bank Facilities

(reduced from 231.46) [Double B Plus] [Double B]
Short term Bank Facilities 31.44 CARE A4+ Revised from CARE A4
(enhanced from 21.00) [A Four Plus] [A Four]
Total Facilities 250.87

(Rupees Two Hundred Fifty crore
and Eighty Seven lakh only)

Rating Rationale

The revision in the ratings of the bank facilities of Happy Forgings Limited (HFL) takes into account the improvement in
the overall financial risk profile marked by increasing scale of operations, healthy profitability margins and improving
solvency position during FY15 (refers to the period April 1 to March 31). The ratings continues to derive strength from the
experience and resourcefulness of the promoters, reputed and well-established customer base, high operating profit
margins due to integrated nature of operations and diversified revenue stream. However, the ratings remain constrained
by the leveraged capital structure, working capital intensive nature of operations, client concentration risk and cyclical
nature of the commercial vehicle segment.

Going forward, HFL’s ability to further improve its solvency position while efficiently managing its working capital
requirements shall be the key rating sensitivities.

Background

HFL earlier constituted as a private limited company started its operations as a foundry unit in 1979, for forging of cycle
parts. The company was later reconstituted as a closely held public limited company in 1988 with Mr Paritosh Kumar Garg
as its managing director. The company is into manufacturing of around 800 types of forged and machined auto, engine
components (weighing from 1 kg to 100 kg. per piece), viz, crank shafts, connecting rods, front axle beams, knuckle,
differential cage, crown wheel, pinions, transmission gears/shafts and components, etc, mainly for four-wheeler
segments (commercial vehicle, construction equipments, tractors, earthmoving equipment’s etc.) HFL has an 8000 Ton
forging press at its unit in Ludhiana, Punjab, which has an overall installed capacity of 46,000 MT for forging segment and
12,050 MT for machining segment. In FY13, on account of slowdown in the auto ancillary industry (especially commercial

vehicle segment) the company’s debt was restructured.

HFL registered a total operating income of Rs.339.05 crore during FY15 with PAT of Rs.16.37 crore as against a total
operating income of Rs.299.45 crore with PAT of Rs.4.31 crore in FY14. In Q1FY16 (Prov.), HFL achieved total operating
income of Rs.92.46 crore, with PBT of Rs.3.32 crore.
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**For detailedRationale Report and subscription information, please contact us at www.careratings.com

CARE has classified instruments rated by it on the basis of complexity. This classification is available at www.careratings.com.
Investors/market intermediaries/regulators 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.

In case of partnership/proprietary concerns, the rating assigned by CARE is based on the capital deployed by the partners/proprietor

and the financial strength of the firm at present. The rating may undergo change in case of withdrawal of capital or the unsecured loans
brought in by the partners/proprietor in addition to the financial performance and other relevant factors.
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