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Instruments Amounts Rating Action
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(In Rs. Crore)
Long term fund based facilities Revised to [ICRA]BBB+ (Stable) from
15.00 [[CRA]BBB (Stable)

ICRA has revised the rating outstanding on the Rs.15.00 crore long term fund based facilities of Harita Fehrer
Limited (HFL/"the company”) from [ICRA]BBB (pronounced ICRA triple B) to [ICRA]BBB+ (pronounced ICRA
triple B plus). The outlook on the rating is stable.

The rating revision reflects the sustained improvement in HFL’s financial profile over the last two years. HFL
witnessed healthy growth in revenues in FY2015 and FY2016, and the company’s net profits have shown
steady improvement in the last two years. Owing to healthy accruals and low working capital intensity, the
company’s liquidity position has also improved significantly; HFL has had negligible utilization of working
capital facilities over the last two years. Also, with no term loans, HFL has had zero debt as on 31 March
2015 and 2016. As a cascading effect, HFL’s capital structure and coverage metrics have strengthened in the
last two years. Going forward, while the new orders would help HFL’s revenues, the cost-saving initiatives
undertaken by the company are likely to aid in further improvement in margins. The company has significant
capex plans over the next three years; however, these are expected to be funded entirely through internal
accruals. As a result, the company’s capitalization and other debt metrics are likely to remain strong over the
medium term. With improvement in operating profits, and the low working capital intensity of the business,
the liquidity position is also expected to remain comfortable.

The rating also draws comfort from HFL'’s strong parentage, derived by virtue of the company being a joint
venture between the Harita Seating Systems Limited, a renowned player in the Indian automotive industry
and formed by members of the TVS family, and F. S. Fehrer Automotives GmBH, one of the world’s leaders
in automotive upholstery, and technological support derived from the latter. HFL has established presence
in the flexible foams/seat pads business in India, with reasonable market share and counts several renowned
automobile OEMs and tier-I suppliers among its customers.

The rating is, however, constrained by HFL’s moderate scale of operations and relatively modest margins
following limited value addition and restricted pricing flexibility. Further, the accruals continue to be
moderated by the significant dividend payouts year-on-year, in line with the company’s policy. Also, HFL
has high customer concentration with the top three customers constituting over 60% of revenues in FY2016,
although addition of new customers would diversify HFL's customer base to an extent going forward. By
virtue of the company deriving a large part of its revenues from two and three wheelers and passenger
vehicles, the revenues remain vulnerable to any downturn in these segments.

Company Profile

Harita Fehrer Limited (HFL) is a 51:49 joint venture between Harita Seating Systems Limited (HSSL,
formed by members of the TVS family) and F.S. Fehrer Automotive GmbH (Germany). Majority of HFL's
revenues are derived from flexible foam for passenger vehicles and seat assembly for two and three
wheelers. Rigid foams such as Long Fibre Injection Moulding (LFI) and Micro Cellular Urethane (MCU), and
flexible foams for tractors, buses, etc constitute the remaining. The company has three factories — one
each in Chennai, Pune and Hosur and is in the process of constructing one more at Mysore.
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Recent results

HFL reported net profit of Rs. 13.4 crore on operating income of Rs. 361.1 crore during FY2016, as
against net profit of Rs.11.6 crore on operating income of Rs.335.0 crore for the corresponding previous fiscal
year.
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