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CARE ASSIGNS ‘CARE AA-’ RATING TO THE BANK FACILITIES OF
GULF OIL LUBRICANTS INDIA LIMITED
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Rating Rationale

The rating assigned to the bank facilities of Gulf Oil Lubricants India Limited (GOLIL) takes into account strong parentage
and their established track record in lubricant business. The rating also considers the company’s segment-wise focus
driven by product innovation and brand recognition and expansion plans for Indian market along with strong distribution
network. Furthermore, the rating also takes into account consistent growth in revenues with healthy profitability margins,
comfortable capital structure, strong debt coverage indicators coupled with moderate working capital cycle and liquidity
profile.

However, the rating strengths are constrained by contingent liability arising out of guarantee to associate company
(although fully covered by a back to back guarantee from Gulf Qil International), profitability of the company partially
susceptible to raw material price volatility and forex movement, intense competition from other players and risk
associated with new project.

Going forward, the ability of the company to increase its scale of operation along with improvement in profit margins,
capital structure and working capital cycle are the key rating sensitivities.

Background

GOLIL, part of the Hinduja Group, is an established player in Indian lubricant market. The company commenced its
operations as a demerged entity of lubricant business of Gulf Qil Corporation Ltd (GOCL) w.e.f April 1, 2014. The Board of
Directors of GOCL had approved the Scheme of Arrangement for demerger of lubricant business of the company in
August 2013, and same was transferred to Gulf Qil Lubricants India Limited (earlier known as Hinduja Infrastructure Ltd).
As per scheme of arrangement, one equity share in GOLIL was allocated to shareholders of GOCL for every two equity
shares of face value of Rs.2 each.

GOLIL is engaged in the manufacturing, trading and marketing of wide range of automotive and industrial lubricants,
greases, 2-wheeler batteries, etc. The company sells its lubricant products under the “Gulf” brand. Presently, the Gulf
brand is present in more than 100 countries across five continents. The company has 90,000 KLPA (kilo litre per annum)
manufacturing capacity at Silvassa. With capital outlay of Rs.150 crore, the company plans to set a Greenfield project near
Chennai of 40,000-50,000 KLPA capacity to cater Indian market.

During FY15 (refers to the period April 1 to March 31), GOLIL reported a net profit of Rs.77.41 crore on a total operating
income of Rs.976.67 crore. During 9MFY16, the company reported PAT of Rs.70.27 crore on a total operating income of
Rs.739.45 crore.

Ycomplete definition of the ratings assigned are available at www.careratings.com and other CARE publications
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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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