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Ratings
__ Amount .1 . .
Facilities (Rs. crore) Rating Rating Action
CARE AA-, Stable
L Bank Faciliti 1 ! Reaffi
ong term Bank Facilities 00 (Double A Minus, Outlook: Stable) eaffirmed
A CARE Al+ .
Short term Bank Facilities 75 (A One Plus) Reaffirmed
- CARE AA- (Is), Stable
Issuer Rating [Double A Minus (Issuer Rating); Reaffirmed
Outlook: Stable]
Total Facilities 175 (Rupee One Hundred and Seventy Five Crore Only)

Details of facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The reaffirmation of the Issuer rating and ratings assigned to the bank facilities of Eureka Forbes Ltd (EFL) continue to
derive strength from EFL’s steady growth in the domestic operations and adequate liquidity profile characterised by lower
dependence on working capital borrowings and consistent maintenance of cash balance and liquid investments, due to
improving service and product income. Further, the ratings view positively EFL’s strong brand presence in the water
purifier and vacuum cleaner market in India with a well-established nationwide distribution network and a strong
parentage.

The above rating strengths are partially offset by moderate overall gearing of EFL on standalone and consolidated basis
given debt funded acquisition of Lux International AG (LIAG). Furthermore, the dip in EFL’s Profit After Tax (PAT) margin
over the past two years and subdued performance of few overseas subsidiaries constitute a credit weakness.

The ability of EFL to ensure overall gearing ratio does not exceed 0.70x on a standalone basis is a key rating sensitivity for
the Issuer Rating. Furthermore, the ability of EFL to leverage upon synergies post acquisition of LIAG as envisaged and
simultaneously maintaining its leadership position in the highly competitive domestic market without deterioration in
financial risk profile are the other key rating sensitivities.

Detailed description of the key rating drivers

Key Rating Strengths

Experienced promoters and well established position in the industry

EFL is a wholly owned subsidiary of Forbes and Company Limited which is a part of Shapooriji Pallonji Group. The Shapooriji
Pallonji group is a multibillion dollar conglomerate with business interests in several sectors such as real estate, coal
mining, power, ports, roads, biofuels & agriculture, shipping & logistics, consumer products, textiles etc. Most of
Shapoorji Pallonji groups’ businesses are held by SPCPL as subsidiaries, JVs and associates. By virtue of being part of the
Shapoorji Pallonji Group, EFL draws strength from the experience, management team and resourcefulness of the group.
EFL pioneered the concept of direct sales and has been able to create a remarkable presence in all the product categories
it sells through this channel. EFL is managed by a ten-member Board with Mr. Shapoor P. Mistry being the Chairman.

Well established distribution network coupled with strong brand recall

EFL is one of the leading direct sales companies having strong distribution network of more than 4000 strong direct sales
force with operations in more than 550 cities and towns. In addition, the company’s consumer channel has ~18,000
dealers present across 1,550 towns in the country. Direct selling has been the Unique Selling Point (USP) of the company.
EFL has established brands such as ‘Aquaguard’; ‘Aquasure’ and ‘Euroclean’ in the water purifier segments and has a
strong presence in the vacuum cleaner segments, further, through the acquisition of Lux International the company has
forayed into the European markets, apart from its presence in the South-east Asia.

Adequate liquidity profile albeit with exposure to overseas subsidiaries requiring financial support
EFL (standalone) generates significant amount of cash on recurring basis in terms of advances received from customers as
Annual Maintenance service contracts which contributed about ~21% towards total income (FY16). The lien free cash &

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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cash equivalent continued to be adequate at the end of H1FY17 was Rs. 11.42 crore . EFL’s working capital related bank
limit utilization remained low during FY17 indicating stable liquidity position of the company.

EFL has been supporting its various subsidiaries and other group companies. EFL had extended corporate guarantee for
debt availed by Forbes Luz FZCO (Dubai based entity) for business in ASEAN countries through wholly owned subsidiary
Euro Forbes Ltd., which continues to have significant amount of outstanding debtors. Further, EFL has also had to invest
funds in the holding company of Euro Forbes Ltd. (holding company of FLFZCO). The support to group companies without
commensurate strengthening of capital base is likely to weaken the credit profile of the company.

Thin profitability margins owing to its trading nature of its operations

EFL is essentially a trading company and procures water purifiers and vacuum cleaners from its manufacturing arm AWSL.
PBILDT margin for EFL on standalone basis continued to be low at 3.21% in FY16 (3.10% in FY15) owing to higher
proportion of revenue from trading nature of operations. At a consolidated level, PBILDT margin continued to be
moderate at 6.75% in FY16 as compared to 5.66% in FY15. The management has undertaken a review in two operational
areas i.e. Selling/Marketing costs and Infrastructure costs, the management expects a reduction of costs of about Rs.
10.00 cr annually for EFL on Standalone basis. In FY16 mainly due to a one-time change in the inventory accounting there
was significant decrease in PAT margins reducing from 2.37% in FY15 to 1.33% in FY16 at a standalone level and from
1.78% to 0.50% at a consolidated level.

During H1FY17 (unaudited), EFL’s sales stood at Rs. 971.23 crore as compared to Rs. 938.84 crore in H1FY16, however,
PBILDT decreased from 3.21% as March 31, 2016 to 1.64% majorly due to a higher proportion of selling and promotional
expenses to due to the increased completion in the market.

Key Rating Weaknesses
Debt funded acquisition of LIAG led to moderate capital structure

At the end of FY16, the overall gearing ratio remained at similar level as at the end of FY15 i.e. 0.53x. The larger
proportion of debt is attributed to debt funded acquisition as discussed earlier and one of subsidiaries in Dubai i.e.
FLFZCO which has availed working capital debt to support its operations.

Nonetheless, with the growth in profit from EFL (standalone) and AWSL, EFL’s overall gearing on a consolidated basis,
remained same at 1.08x as on March 31, 2016 from 1.09x as on March 31, 2015. The lien free cash & cash equivalent
continued to be adequate at Rs.119.26 crore (Rs.129.83 crore prev. yr.) translating into net debt/networth of 1.44x as on
March 31, 2016 (1.33x as on March 31, 2015) at a consolidated EFL — Group level.

Synergies from acquisition and restructuring of LIAG Business

EFL’s acquisition LIAG in FY14 was expected to bring in synergies to EFL Group given the common business model (Direct
Selling) and manufacturing capabilities of the LUX Group. LIAG was stronger in product segments such as vacuum cleaners
and air purifiers and technical expertise and R&D capabilities along with EFL’s strong presence in the water purifier
segment and cost-beneficial product procurement system of LIAG provided potential synergies to EFL. During FY17, EFL
has undertaken the restructuring of the Lux Group’s management and organizational structure. Successful turnaround in
operations of Lux Group alongwith integration with Lux Group as envisioned by increasing its scale of global operations
remains a key rating monitorable.

Operates in an increasingly competitive market, changing market dynamics

The company continues to face stiffer competition from new entrants in the water purifiers and vacuum cleaners product
category challenging the dominant market share in India. The other players like HUL’s Pureit, Kent’s water purifier have
established their brands in the market catering to different segments. Additionally the consumer durables industry is
exposed to newer entrants and cheaper alternatives as a result, EFL's market share in the water purification in January
2017 (as per company sources) has remained at the similar-level as in the past years.

With the advent of internet based selling platforms of consumer durables the company is challenged to adapt to the
change in consumer behavior given its traditional platform of door to door selling.

Under the government’s initiative several community drinking projects are being tendered to create a common source of
water in smaller towns and villages. EFL has been actively exploring/evaluating foray into this segment.

Analytical approach:
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The credit risk assessment primarily encompasses the evaluation of financials of the EFL group. Furthermore, with the
acquisition of LIAG, the assessment also covers the evaluation of the performance of key subsidiaries.

Applicable Criteria
I.  Criteria on assigning Outlook to Credit Ratings

Il.  CARE’s Policy on Default Recognition

IIl.  CARE'’s Issuer Rating criteria

IV. Financial ratios — Non-Financial Sector

V. Rating Methodology: Factoring Linkages in Ratings

VI.  Criteria for Short Term Ratings

About the Company

Eureka Forbes Limited (EFL) is a wholly owned subsidiary of Forbes and Company Limited [FCL, rated CARE AA-,Stable).
FCL is a part of Shapoorji Pallonji group (refers to companies ultimately held by Mr. Shapoor P. Mistry and Mr. Cyrus P.
Mistry) which holds 73.85% of which 72.56% held by Shapoorji Pallonji and Company Private Limited (SPCPL, rated CARE
AA+, Stable), the holding-cum-operating company of Shapooriji Pallonji group.

EFL is a market leader in water purification systems and vacuum cleaners in India. EFL is primarily a marketing and sales
oriented company, well supported by a strong distribution network of ~18,000 dealers present across 1,550+ towns in the
country. EFL adopts various marketing strategies like direct sales and consumer/retail sales mode.

Direct selling is the Unique Selling Point (USP) of EFL’s strategy and it has a selling force of more than 4,000 personnel. The
company has increased its focus on retail sales mode through electronic retail outlets/e-commerce channels from April
2015 onwards. The company markets water purifiers under the brand ‘Aquaguard’, ‘Dr. Aquaguard’ and ‘AquaSure’ (non-
electric purifiers) catering to the affluent and sub-affluent segment of the society respectively. Apart from water purifiers,
EFL also sells vacuum cleaners under the brand ‘Euroclean’, home security systems under the brand ‘Eurovigil’ and has
recently launched an air purification system under the brand ‘Aeroguard’ and ‘Euroair’.

EFL also enters into one to three years of annual maintenance contracts with the customers who are in turn serviced by
the business partners appointed by the company, who have been allotted defined areas.

EFL procures water purifiers and vacuum cleaners from its wholly owned subsidiary i.e. Aquamall Water Solutions Limited
(AWSL).

Status of non-cooperation with previous CRA: NA
Any other information: NA
Rating History for last three years: Please refer Annexure-2

Note on complexity levels of the rated instrument: 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.

Analyst Contact:
Name: Ms. Rajashree Murkute

Tel: 022-6754-3440
Email: rajashree.murkute @careratings.com

**For detailed Rationale Report and subscription information, please contact us at www.careratings.com

About CARE Ratings:

CARE Ratings commenced operations in April 1993 and over two decades, it has established itself as one of the leading credit rating
agencies in India. CARE is registered with the Securities and Exchange Board of India (SEBI) and also recognized as an External Credit
Assessment Institution (ECAI) by the Reserve Bank of India (RBI). CARE Ratings is proud of its rightful place in the Indian capital market
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built around investor confidence. CARE Ratings provides the entire spectrum of credit rating that helps the corporates to raise capital
for their various requirements and assists the investors to form an informed investment decision based on the credit risk and their own
risk-return expectations. Our rating and grading service offerings leverage our domain and analytical expertise backed by the
methodologies congruent with the international best practices.

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/outlooks 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 /outlook assigned by CARE is based on the capital deployed by the
partners/proprietor and the financial strength of the firm at present. The rating/outlook 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.

Annexure-1: Details of Instruments/Facilities

Name of the Date of Issuance Coupon Maturity Size of the Issue Rating assigned
Instrument Rate Date (Rs. crore) along with Rating
Outlook
Fund-based - - - - 100.00 CARE AA-;
LT-Cash Credit Stable
Non-fund-based - - - 75.00
_ST-BG/LC CARE Al+
Issuer Rating- - - - 0.00 CARE AA- (ls);
Issuer Ratings Stable
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No.| Instrument/Bank Type Amount Rating | Date(s) & | Date(s) & | Date(s) & | Date(s) &
Facilities Outstanding Rating(s) | Rating(s) | Rating(s) | Rating(s)
(Rs. crore) assigned in | assigned in | assigned in | assigned in
2017-2018 | 2016-2017 | 2015-2016 | 2014-2015
1. Fund-based - LT-Cash LT 100.00 CARE - - 1) CARE AA- 1) CARE AA-
Credit AA-; (11-Mar-16) |(09-Feb-15)
Stable 2) CARE AA-
(09-Feb-16)
2. [INon-fund-based - ST- ST 75.00 CARE - - 1) CARE A1+ |1) CARE Al+
BG/LC Al+ (11-Mar-16) |(09-Feb-15)
2) CARE Al+
(09-Feb-16)
3. [Issuer Rating-Issuer Issuer 0.00 CARE - - 1) CARE AA- |1) CARE AA-
Ratings rat AA- (Is); (Is) (Is)
Stable (09-Feb-16) |(09-Feb-15)

Credit Analysis & Research Limited



&EE Ratings

Professsanal Rk Opinson

Press Release

CONTACT
Head Office Mumbai

Mr. Mehul Pandya
Cell: +91-98242 56265
E-mail: mehul.pandya@careratings.com

Mr. Saikat Roy
Cell: + 91 98209 98779
E-mail: saikat.roy@-careratings.com

CREDIT ANALYSIS & RESEARCH LIMITED
Corporate Office: 4th Floor, Godrej Coliseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022
Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD

Mr. Deepak Prajapati

32, Titanium, Prahaladnagar Corporate Road,
Satellite, Ahmedabad - 380 015

Cell: +91-9099028864

Tel: +91-79-4026 5656

E-mail: deepak.prajapati@careratings.com

BENGALURU

Mr. Deepak Prajapati

Unit No. 1101-1102, 11th Floor, Prestige Meridian II,
No. 30, M.G. Road, Bangalore - 560 001.

Cell: +91-9099028864

Tel: +91-80-4115 0445, 4165 4529

E-mail: deepak.prajapati@careratings.com

CHANDIGARH

Mr. Sajan Goyal

SCF No. 54-55,

First Floor, Phase 11,

Sector 65, Mohali - 160062
Chandigarh

Cell: +91 99888 05650

Tel: +91-172-5171 100 / 09

Email: sajan.goyal@careratings.com

CHENNAI

Mr. V Pradeep Kumar

Unit No. 0-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600 002.
Cell: 491 98407 54521

Tel: +91-44-2849 7812 / 0811

Email: pradeep.kumar@careratings.com

COIMBATORE
Mr. V Pradeep Kumar
T-3, 3rd Floor, Manchester Square

Puliakulam Road, Coimbatore - 641 037.
Tel: +91-422-4332399 / 4502399
Email: pradeep.kumar@careratings.com

HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
Hyderabad - 500 029.

Cell : +91 90520 00521

Tel: +91-40-4010 2030

E-mail: ramesh.bob@careratings.com

JAIPUR

Mr. Nikhil Soni

304, Pashupati Akshat Heights, Plot No. D-91,
Madho Singh Road, Near Collectorate Circle,
Bani Park, Jaipur - 302 016.

Cell: 491 — 95490 33222

Tel: +91-141-402 0213 / 14

E-mail: nikhil.soni@careratings.com

KOLKATA

Ms. Priti Agarwal

3rd Floor, Prasad Chambers, (Shagun Mall Bldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell: +91-98319 67110

Tel: +91-33- 4018 1600

E-mail: priti.agarwal @careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
Jhandewalan Extension, New Delhi - 110 055.
Cell: +91-98117 45677

Tel: +91-11-4533 3200

E-mail: swati.agrawal@careratings.com

PUNE

Mr.Pratim Banerjee

9th Floor, Pride Kumar Senate,

Plot No. 970, Bhamburda, Senapati Bapat Road,
Shivaji Nagar, Pune - 411 015.

Cell: +91-98361 07331

Tel: +91-20- 4000 9000

E-mail: pratim.banerjee@careratings.com
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