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Rating Rationale

Acuité has reaffrmed and withdrawn the long-term rating of ‘ACUITE BBB’' (read as
ACUITE t riple B) and the short term rating of ‘ACUITE A3+’ (read as ACUITE A3 Plus) on
the Rs. 68.00 crore bank facilities of NF Forgings Private Limited(NFPL). The rating is being
withdrawn on account of request received from the company and NOC received from the
concern bankers as per Acuite's withdrawal policy.

The ratings continue fo reflect group’s sound business profile supported by long operational
track record along with diversified order book. The rating also factors group’s comfortable
financial risk profile marked by its conservative capital structure and strong coverage ratios.
These rating strengths are partially offset by the group’s working capital intensive nature of
operations.

About the Company

NF Forgings Private Limited (NFPL) was incorporated in 1997 by Mr Mahesh Kumar Dhanuka.
The company is engaged in the manufacturing of alloy and non-alloy steel ingots, carbon and
alloy steel casting components for Indian Railways and wagon builders. The company has its
own manufacturing unit in Sankrail (West Bengall).

About the Group

Macedon Vinimay Private Limited (MVPL) was incorporated in 1995 by Dhanuka family. MVPL
is engaged in the manufacturing of electrical components such as meter enclosures,
cupboards, and panel boxes etc. The company has a separate division catering to the
Indian Railways which manufactures various kinds of fibre-reinforced-plastic-based products.

Analytical Approach

Acuité has consolidated the business and financial risk profiles of NF Forging Private Limited
with Macedon Vinimay Private Limited herein referred to as NF group. The consolidation is in
view of common management, similar line of business and operational linkages. Extent of
consolidation: Full
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Key Rating Drivers

Strengths

Experienced management and Healthy Order Book

The NF group is headed by Mr. Mahesh Kumar Dhanuka, who has a business experience of
more than two decades in the manufacturing of railway components. The group has a
reputed customer base which includes Indian Railways, Power distribution companies and
EPC contractors. The group has an unexecuted order book of Rs 239 crore provides healthy
revenue visibility over the near to medium ferm. Major portion of outstanding orders are
related to the refurbishment of old railway wagons, supply of components which are issued by
wagon manufacturer and balance orders are related to power division. The group had
withessed a decline in scale of operation as revenue stood Rs 246.61 Crin FY21 as against Rs
304.04 Cr in FY20 due to slow execution of orders.Acuite believes the group will
witness revenue growth over medium term driven by contfinuous order inflow from Indian
Railways and wagon builders.

Healthy financial risk profile

The financial risk profile of the group is marked by comfortable net worth, low gearing and
stfrong debt protection metrics. The net worth of the group stood at Rs.95.39 crore in FY2021
as compared fo Rs.83.54 crore in FY2020.Acuité has included Rs. 8.11crore of unsecured loan
as quasi equity as the same is subordinated fo bank debt. The gearing of the group stood at
0.63 times in FY21 as compared to 0.68 times in FY21. The group has low dependence on debt
as reflected from moderate utilization of fund based limit. Interest coverage ratio (ICR) stood
at 4.52 times in FY21 as against 2.97 times in FY 2020. The debt service coverage ratio stood
at 2.88 times in FY2021 as against of 2.14 times in FY2020. The reason for this improvement is rise
in EBITDA margin. The net cash accruals against total debt (NCA/TD) stood at 0.32 times in
FY2021 as compared to 0.31 times in the previous year. Acuité believes the financial risk profile
of the group will remain healthy in medium term backed by the absence of debt-led capex
plan.

Weaknesses

Working capital intensive nature of operation

The working capital-intensive nature of operations is marked by high gross current asset
(GCA) days of 227 days in FY2021 as compared to 174 days in FY2020.Debtor days stood at
116 days in FY21 as compared to 84 days in FY20. Inventory days stood at 52 days in FY21
against 51 days in FY20. Acuite believes working capital requirement will remain high in
medium term because of stretched receivables fromits principals.

Rating Sensitivities
Not Applicable

Material covenants
Not Applicable

Liquidity profile: Adequate

The group has an adequate liquidity profile reflected from net cash accrual of Rs.19.39 crore
in FY21 as against current maturity of Rs.2.59 crores. The current ratio had been comfortable
at 1.54 times in FY21 as against 1.35 times in the previous year. In addition, utilization of fund-
based limits are ranging from 35 percent to 85 percent during the last 3 months ended
December 2021.Acuite expects liquidity profile will continue to remain at an adequate level
over medium term due to steady accruals and absence of any debt-funded capex plans.

Outlook
Not Applicable
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Key Financials

Particulars Unit FY 21 (Actual) FY 20 (Actual)
Operating Income Rs. Cr. 246.6 304.04
PAT Rs. Cr. 14.46 13.16
PAT Margin (%) 5.86 4.33
Total Debt/Tangible Net Worth Times 0.63 0.68
PBDIT/Interest Times 4.52 2.97
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
* Entities In Manufacturing Sector -https://www.acuite.in/view-rating-criteria-59.htm
Note on complexity levels of the rated instrument
https://www.acuite.in/view-rating-criteria-55.htm
Rating History
Name of Amount (Rs. .
Date Istruments/Facilities Term Cr) Ratfing/Outlook
Bank Guarantee ?gfrg 5.00 ACUITE A3+ (Assigned)
Cash Credit tong 1500 | AN adaned)
. Long ACUITE BBB | Stable
Cash Credit Term 12.00 (Assigned)
Proposed Cash Credit %grnr% 0.01 ACUJESE%BH Lgf'ble
lgol\l2%v Bank Guarantee ?gror;r 2.00 ACUITE A3+ (Assigned)
Long ACUITE BBB | Stable
TermLoan Term 2.99 (Assigned)
Bank Guarantee ?gror;r 10.00 ACUITE A3+ (Assigned)
. Long ACUITE BBB | Stable
Cash Credit Term 15.00 (Assigned)
Letter of Credit anor! 600 | ACUITE A3+ (Assigned)
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Annexure - Details of instruments rated

Lender’s
Name

ISIN

Facilities

Date Of
| ssuance

Coupon
Rate

Maturity
Date

Quantum
(Rs. Cr.)

Rating

HDFC
Bank Ltd

Not
Applicable

Bank

Guarantee/Lettern
of Guarantee

Not
Applicable

Not
Applicable

Not
Applicable

10.00

ACUITE
A3+ |
Reaffirmed
&
Withdrawn|

ICICI Bank
Ltd

Not
Applicable

Bank

Guarantee/Letter
of Guarantee

Not
Applicable

Not
Applicable

Not
Applicable

5.00

ACUITE
A3+ |
Reaffirmed
&
Withdrawn|

Axis Bank

Not
Applicable

Bank

Guarantee/Lettern
of Guarantee

Not
Applicable

Not
Applicable

Not
Applicable

2.00

ACUITE
A3+ |
Reaffirmed
&
Withdrawn|

ICICI Bank
Ltd

Not
Applicable

Cash Credit

Not
Applicable

Not
Applicable

Not
Applicable

15.00

ACUITE
BBB |
Reaffirmed
&
Withdrawn|

Axis Bank

Not
Applicable

Cash Credit

Not
Applicable

Not
Applicable

Not
Applicable

12.00

ACUITE
BBB |
Reaffirmed
&
Withdrawn|

HDFC
Bank Ltd

Not
Applicable

Cash Credit

Not
Applicable

Not
Applicable

Not
Applicable

15.00

ACUITE
BBB |
Reaffirmed
&
Withdrawn|

Axis Bank

Not
Applicable

Letter of Credit

Not
Applicable

Not
Applicable

Not
Applicable

6.00

ACUITE
A3+ |
Reaffirmed
&
Withdrawn|

Not
Applicable

Not
Applicable

Proposed Cash

Credit

Not
Applicable

Not
Applicable

Not
Applicable

0.01

ACUITE
BBB |
Reaffirmed
&
Withdrawn|

ICICI Bank
Ltd

Not
Applicable

Term Loan

Noft
available

Noft
available

Not
available

2.99

ACUITE
BBB |
Reaffirmed
&
Withdrawn|
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About Acuité Ratings & Research

Acuité Ratings & Research Limited is a full-service Credit Rating Agency registered with the
Securities and Exchange Board of India (SEBI). The company received RBI Accreditation as an
External Credit Assessment Institution (ECAI), for Bank Loan Ratings under BASEL-Il norms in the
year 2012. Since then, it has assigned more than 8,850 credit 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 entityand should not
be freated as a recommendation or opinion that is infended to substitute for a financial
adviser's or investor's independent assessment of whether to buy, sell or hold any security.
Acuité ratings are based on the data and information provided by the issuer and obtained
from other reliable sources. Although reasonable care has been taken fo ensure that the
data and information is true, Acuité, in particular, makes no representation or warranty,
expressed or implied with respect tothe 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. Acuité ratings are subject to a process of
surveillance which may lead to a revision in ratings 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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