& Ratin gs
Professsanal Rk Opinson

Press Release

Future Consumer Ltd.

October 4, 2017

Ratings
Facilities Amount Rating1 Rating Action
(Rs. crore)
Long-term Bank Facilities CARE A; Stable Reaffirmed
(Fund-based) 300.00 (Single A; Outlook:
(enhanced from Rs. 240.00 crore) ¢
Stable)
Short-term  Bank Facilities 20.00 CARE Al (A One) Reaffirmed
(Fund-based)
Short-term Bank Facility (Non- 30.00 Reaffirmed
fund-based)
Long/Short-term Bank CARE A; Stable/ Reaffirmed
Facilities (Fund-based) 40.00 CARE A1
(Single A; Outlook:
Stable / A One)
Long-term Bank Facility (Term 24.35 CARE A; Stable Reaffirmed
Loan) (Single A; Outlook:
Stable)
Total Facilities 414.35
(Rupees Four hundred fourteen
crore and thirty five lakhs only)
Non-Convertible Debenture 100.00 CARE A; Stable Reaffirmed
(Single A; Outlook:
Non-Convertible Debenture 60.00 Stable) Reaffirmed
Commercial Paper 100.00 CARE Al (A One) Reaffirmed

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

The reaffirmation of ratings assigned to the various facilities of Future Consumer Ltd. (FCL, erstwhile Future Consumer
Enterprise Ltd.) takes into account satisfactory liquidity position resulting from stable operating cycle, successful raising
of equity of Rs.450.60 crore in FY17 and improvement in operational performance in FY17 on account of hiving off of loss
making convenience store business in Feb 2016. The ratings continue to derive strength from the experienced promoter
group of FCL in retail sector as well as its presence across the fast moving consumer goods (FMCG) value chain — from
sourcing and processing, to branding and distribution in rural and urban markets. The ratings also factor in the
established private label FMCG brands of the company.

The rating strengths are however tempered by low profitability, and intense competition from organised and
unorganised sector players.

The ability of the company to achieve its revenues with improvement in margins and gearing levels as envisaged remains
critical from credit perspective.

Detailed description of the key rating drivers
Key Rating Strengths
Successful equity infusion leading to improvement in capital structure
The overall gearing improved from 0.82x as on March 31, 2016 to 0.34x as on March 31, 2017 due to prepayment/
repayment of debt.
In December 2015, the board of FCL proposed to raise equity of USD55mn (Rs. 366.85 crore) through equity linked
instruments. The said transaction was through:
a) issuance of CCD of USD 45mn @Rs.22.73 per share to Proterra Investment Partners (PIP).
b) issuance of USD10 mn of equity through warrants exercisable after 18 months from allotment date to Promoter
and /or Promoter Group entities.

1Complet‘e definition of the ratings assigned are available at www.careratings.com and other CARE publications
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The promoters had already infused Rs.16.75 crore in FY16, the balance Rs.50.25 crore has been infused in August 2018.
The money from PIP (Rs. 299.85 crore) came in April 2016, following which the company prepaid/ repaid net debt of
around Rs.106.23 crore which has led to further improvement in coverage indicators.
Further, in May 2016, FCL also raised equity of USD20mn (Rs.134.00 crore) through equity linked instruments. The said
transaction was through:

a) issuance of CCD of USD 20mn @Rs.22.73 per share to International Finance Corporation (IFC)

b) Issuance of 100 equity shares @Rs.22.73 per share to IFC.
The CCDs are to be converted into equity within 18 months from the date of allotment. The funds have been utilised for
repayments and for funding various expansion plans and business initiatives of the company. The ability of the company
to further reduce reliance on debt and reduce the overall gearing as envisaged remains a key rating sensitivity.

Integrated presence across the FMCG value chain

FCL is focused on developing an integrated strategy with presence across the FMCG value chain — from sourcing and
processing, to branding and distribution in rural and urban markets. On a standalone basis, FCL has various business
verticals viz. Private Brands (through contract manufacturing), fruits and vegetable sourcing, Agri-sourcing and
processing.

Experienced promoter group

FCL is part of the Future Group, which is one of the largest retailers in India with Future Enterprises Ltd. being the flagship
company of the group. The promoters of FCL are involved in the management of business and in defining and monitoring
the business strategy for the company and have been successful in building and scaling up of value retail business in the
country. Furthermore, the promoters are supported by a strong management team having significant experience in the
FMCG and retail industry.

Wide marketing and distribution network and optimized supply chain management

Apart from the convenience stores- KB’s Fair Price and Big Apple, FCL distributes the Private Brands majorly to FRL (as per
the requirement placed) which retails them through Big Bazaar and Food Bazaar networks. Big Bazaar is one of the largest
value store chain in the country with 253 stores encompassing 10.45 million sq. ft. of retail space as at the end of June
2017. Easyday on the other hand is primarily engaged in merchandising of food products with store count of 523 stores
respectively as at the end of June 2017. Moreover, in FY17, FCL has tied up with Star Bazaar for selling its products
(outright sale) through its channel.

Key Rating Weaknesses

Improvement in operational performance, however low margins

During FY17, the total revenue increased from Rs.1362.94 crore in FY16 to Rs.1674.13 crore in FY17. FCL registered a
profit of Rs.57.32 crore at PBILDT level in FY17 as compared to EBITDA of Rs.17.78 crore in FY16 on a standalone basis.
The PBILDT margin improved mainly due to increased composition of high margin private labels from 81% in FY16 to 93%
in FY17, stabilisation of operations and reduction in distribution cost and transfer of loss making convenience stores
segment to FRL from February 2016 onwards. The company also earned a PAT of Rs.7.38 crore against a net loss of
Rs.57.90 crore on account of substantial reduction in interest cost (Rs.36.99 cr in FY17 as against Rs.62.88 cr in FY16).
However, the working capital cycle of the company marginally also increased from 42 days in FY16 to 51 days in FY17
mainly on account of rise in collection days. The average working capital related bank limits utilisation for the last 12
months ending July 2017 stood at 56%.

At the consolidated level, around 79% of the total revenue in FY17 comes from FCL (standalone). The losses at PAT level
decreased from Rs.109.93 crore in FY16 to Rs.66.91 crore in FY17 mainly due to reduction in losses incurred by FCL
(Standalone).

Intense competition from organised and unorganised sector players

Indian FMCG market is characterized by a large number of organised and unorganised players with duplicate products
being rampant. The domestic organised sector comprises of some of the world’s biggest giants in this business. As a
result, they are better positioned to command a higher price as well as quality edge over the competitors. Overall, the
FMCG market remains highly fragmented with widespread use of unbranded and unpacked products. Additionally, the
company’s products are also affected by the general economic environment along with inflation at both wholesale and
retail level.

Analytical approach:
Standalone financials of FCL are considered with factoring in all the support provided to subsidiaries and JVs.

Applicable Criteria
Criteria on assigning Outlook to Credit Ratings
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CARE’s Policy on Default Recognition

Rating Methodology: Factoring Linkages in Ratings
Rating Methodology - Wholesale Trading

Financial ratios — Non-Financial Sector

Criteria for Short Term Instruments

About the Company

Future Consumes Limited (FCL, erstwhile Future Consumer Enterprise Ltd) is a part of the Future Group and distributes private label
FMCG brands of the Future group (mainly Clean Mate, Care Mate, Tasty Treat and Fresh & Pure) and other brands like Sunkist and
Sach, primarily through Future Group formats in urban and rural areas. Till January 31, 2016, FCL also used to operate retail formats
(Aadhar, KB’s Fairprice and Big Apple); however the same have been transferred to Future Retail Ltd. (FRL) with effect from February
01, 2016.

Earlier the company was engaged in Non-Banking Financial Company (NBFC) activities and has already surrendered its NBFC Certificate
of Registration to the Reserve Bank of India (RBI) during May 2013.

During FY17 (refers to the period April 1 to March 31), FCL registered a PAT of Rs.7.38 crore on total operating income of Rs.1674.13
crore on a standalone basis. On a consolidated basis, the company posted net loss of Rs.67.80 crore on a total operating income of
Rs.2111.89 crore during FY17.

Brief Financials (Rs. crore) (Standalone) FY16 (A) FY17 (Al)
Total operating income 1362.94 1674.13
PBILDT 17.78 57.32
PAT (including OCI) -57.90 7.38
Overall gearing (times) 0.82 0.34
Interest coverage (times) 0.28 1.55
A: Audited

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: Mr. Pulkit Agarwal

Tel: 022-67543505

Email: pulkit.agarwal@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
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
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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 Coupon Maturity Size of the Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Fund-based - LT-Cash Credit - - - 300.00 CARE A; Stable
Fund-based - ST-Term loan - - 20.00 CARE Al
Non-fund-based - ST-BG/LC - - 30.00 CARE Al
Fund-based - LT/ ST-Bills - - 40.00 CARE A; Stable /
discounting/ Bills CARE A1
purchasing
Fund-based - LT-Term Loan - December 2021 [24.35 CARE A; Stable
Debentures-Non - 100.00 CARE A; Stable
Convertible Debentures
Debentures-Non - 60.00 CARE A; Stable
Convertible Debentures
Commercial Paper - 100.00 CARE Al
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/ ST-Bills | LT/ST 40.00 CARE A; - 1)CARE A; 1)CARE A-/ -
discounting/ Bills Stable / Stable / CARE A1
purchasing CARE Al CARE Al (06-Apr-15)
(28-Dec-16)
2)CARE A/
CARE Al
(19-Jul-16)
3)CARE A- /
CARE Al
(12-Apr-16)
2. |Debentures-Non LT 60.00 CARE A; - 1)CAREA; |1)CARE A- -
Convertible Debentures Stable Stable (06-Apr-15)
(28-Dec-16)
2)CARE A
(19-Jul-16)
3)CARE A-
(12-Apr-16)
3. |[Fund-based - LT-Cash LT 300.00 CARE A; - 1)CARE A; - -
Credit Stable Stable
(28-Dec-16)
2)CARE A
(19-Jul-16)
3)CARE A-
(12-Apr-16)
4. |Fund-based - ST-Term ST 20.00 CARE Al - 1)CARE A1 - -
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loan (28-Dec-16)
2)CARE Al
(19-Jul-16)
3)CARE Al
(12-Apr-16)
5. INon-fund-based - ST- ST 30.00 CARE Al - 1)CARE Al - -
BG/LC (28-Dec-16)
2)CARE Al
(19-Jul-16)
3)CARE Al
(12-Apr-16)
6. |Commercial Paper ST 100.00 CARE A1 [1)CARE Al - - -
(10-Jul-17)
7. |Fund-based - LT-Term LT 24.35 CARE A; - 1)CARE A; - -
Loan Stable Stable
(28-Dec-16)
8. [Debentures-Non LT 100.00 CARE A; - 1)CARE A; - -
Convertible Debentures Stable Stable
(20-Mar-17)
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Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD
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32, Titanium, Prahaladnagar Corporate Road,
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BENGALURU
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Unit No. 1101-1102, 11th Floor, Prestige Meridian II,
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Cell: +91 98407 54521

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

Email: pradeep.kumar@careratings.com

CHANDIGARH

Mr. Anand Jha

SCF No. 54-55,

First Floor, Phase 11,

Sector 65, Mohali - 160062
Chandigarh

Cell: +91 99888 05650

Tel: +91-172-5171 100 / 09

Email: anand.jha@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,
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Cell: +91-98361 07331

Tel: +91-20- 4000 9000
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