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Ratings
Facilities Amount Ratings1 Rating Action
(Rs. crore)
Revised from CARE B
Long term bank 280.74 (Sﬁﬁ:li: DD) (Single B)
facilities-Term loan (Credit watch with negative
implications)
280.74
Total (Rs. Two hundred eighty crore and
seventy four lakh only)

. CARE D Revised.from CARE B
Non-Convertible 25.00 (single D) (Single B)
Debentures ’ (Credit watch with negative

implications)
Revised from CARE B
Non-Convertible 63.34 (SCi::IE DD) (Single B)
Debentures (Credit watch with negative
implications)

. CARE D Revised.from CARE B
Non-Convertible 25.00 (single D) (Single B)
Debentures ’ (Credit watch with negative

implications)

. CARED Revised.from CARE B
Non-Convertible 25.00 (Single D) (Single B)
Debentures ’ (Credit watch with negative

implications)

. CARE D Revised.from CARE B
Non-Convertible 25.00 (single D) (Single B)
Debentures ’ (Credit watch with negative

implications)
CARE D Revised.from CARE B
Proposed Non- 25.00 (Single D) (Single B)
Convertible Debenture ’ (Credit watch with negative
implications)

Details of instruments/facilities in Annexure-1

Detailed Rationale & Key Rating Drivers

CARE has considered combined financials of Talwalkars Better value Fitness Limited (TBVFL) and Talwalkars Healthclubs
Limited (THL, Erstwhile Talwalkars Lifestyle Limited) for analysis referred as TBVFL (combined) due to business and financial
linkages along with common management.

The rating revision of TBVFL (combined) factors in delay in servicing of interest due on term loans on 31% July 2019.
Consequently, the ratings for instruments have also been revised.

Key Rating Weaknesses (As per PR dated July 30,2019)

Deteriorating debt coverage indicators; asset monetisation remains key rating monitorable: As on March 31, 2019 (UA),
the total outstanding debt stood at Rs. ~759 crore an increase of 45.30%. The debt was primarily on account of to fund its
various expansion plans, predominantly for the David Lloyd Club in Pune. Consequently, the debt coverage metrics also
deteriorated. As of March 31, 2019 (UA), the interest coverage ratio stood at 4.99x as against 7.10x as of March 31, 2018.
Similarly, overall gearing as well as total debt to gross cash accruals deteriorated to 1.05x and 5.33x as against 0.89x and
3.91x respectively.

Furthemore, TBVFL (combined) has invested in other complementing ventures in the lifestyle segment such as ‘Sarva’. As
these investments are taking longer than expected to generate material returns, adjusting for the same (including goodwill),
the overall gearing ratio as on March 31, 2019 stands at 1.57x as against 1.11x as on March 31, 2018.

1Complet‘e definition of the ratings assigned is available at www.careratings.com and other CARE publications.
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The management is looking to raise funds by the end of calendar year 2019 through various avenues such as sale of equity,
sale of stake in joint ventures/associate companies and to monetise some of its gym properties by entering in a sale and
lease back transaction to partially retire its debt. The ability of the company to timely raise funds and subsequent debt
reduction is a key rating monitorable.

Reduced financial flexibility: The financial flexibility of TBVFL (combined) has reduced on account of significant reduction in
market capitalisation along with increase in promoters’ pledged shares. The promoters’ stake pledged has increased to
76.11% (TBVFL) and 77.30% (THL) as on June 30, 2019. The ability of the promoters’ to reduce quantum of pledged shares
continues to remain a key rating monitorable.

Relatively moderate scale of operations: TBVFL’s scale of operations are moderate and seasonal in nature as second quarter
and fourth quarter of the fiscal year together contribute almost 61% of its overall consolidated revenues in FY19. Hence, any
adverse impact on the business in the peak season may adversely impact the profitability.

On-going significant capex towards existing line of business as well as towards newer business segments which have not
generated returns in line with expectation: During FY19, on a combined basis, the company had incurred capex of Rs. 173.03
crore of which, Rs. 111. 18 crore was for gym business and Rs. 61.84 crore was for the lifestyle business. The company’s
ability to improve its asset turnover and increasing turnover of higher value added segment is crucial to improve its credit
profile. Further, the company is setting up a club in Pune in collaboration with David Lloyd Leisure Limited which got delayed
and is expected to start operation shortly. The performance in terms of member addition remains a rating sensitivity.

Key Rating Strengths

Long track record and extensive experience of the promoters in the fitness industry: TBVFL and THL, promoted jointly by the
Talwalkar and Gawande families in 2003 has well-established track record of operating gyms/fitness centres of over a decade
and half in the fitness industry with presence across the country. The brand “Talwalkars” is in existence since 1932. The
promoters, Mr Madhukar Talwalkar and Mr Prashant Talwalkar, have more than four decades of experience in various
segments/aspects of fitness industry.

Diversified product portfolio; albeit higher dependence on revenues from gym services: TBVFL (combined) have a diversified
product portfolio offering multiple products spanning from basic gym services to aerobics, yoga, diet-based weight reduction
programs, massage, spa, and health counselling. While the contribution from its value added services is increasing the
company continues to derive major share of revenues from basic gym services across its outlets.

Liquidity: Cash and cash equivalents position as on March 31, 2019 is Rs. 76.91 crore on combined consolidated basis (Please
see analytical approach). The TBVFL (combined) repayments during FY20 are Rs.67.20 crore. The company also has rating
trigger clauses (as specified by the management) in NCD’s, which if exercised could severely impact liquidity and debt
servicing ability of TBVFL (combined).

Analytical approach: Combined Financials of THL and TBVFL have been considered for analysis; given the strong operational
synergies along with common management.

Applicable Criteria

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

Rating Methodology-Service Sector Companies
Financial ratios — Non-Financial Sector

Rating Methodology: Factoring Linkages in Ratings

About the company

Incorporated in 2003, Talwalkars Better Value Fitness Limited (TBVFL) was jointly promoted by Mr. Madhukar Talwalkar, Mr.
Prashant Talwalkar and Mr. Anant Gawande. The company is one of the leading fitness chains in India offering a wide range
of services like weight loss, weight gain, and other fitness programs like body sculpting, shaping, general fitness, massage,
spa and health counselling under the brand “Talwalkars”. The company offers various value added fitness programs in its
bouquet of fitness programs like Zumba (dance inspired fitness program), NuForm (Electric Muscle Simulation based
Technology fitness program), Reduce (weight loss diet program), Transform (holistic fitness program). TBVFL (combined)
operates gyms/fitness centre on three models viz directly managed gyms, franchisee route and subsidiary model (wherein
TBVFL enters into an agreement with a master franchise, and TBVFL owns around 51% equity and the brand). Over the last
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seven years, TBVFL has grown rapidly from operating 63 gyms/fitness centres as on March 31, 2010, to 272 gyms/fitness

centres as on March 31, 2019.

TBVFL has split its operations into lifestyle business and gym business and form two separate entities in the following

manner:

a) Lifestyle business: This business is housed under TBVFL. The business including various joint ventures/associate
companies comprises of Nuform, Zumba Fitness, Mickey Mehta, Sarva (Yoga), Group X, Reduce, and sports club. As on
March 31, 2019, there are 116 centers of Reduce, 80 centers of Nuform, 85 centers of Sarva Yoga and 19 centers of
Mickey Mehta.

b) Gym Business: This business is housed under Talwalkar Healthclubs Limited (THL); erstwhile Talwalkars Lifestyle Limited

(TLL)
Brief Financials - (Rs. crore) FY18 (UA) FY19 (UA)
Total Income 318.59 398.09
PBILDT 191.75 198.67
PAT 78.92 88.04
Overall Gearing (times) 0.89 1.05
Adj. Overall Gearing (times)* 1.11 1.57
Interest Coverage (times) 7.10 4.99

FY19 numbers are combined by CARE as per the abridged financials submitted by TBVLF and THL to the stock exchanges
*Adjusted gearing is calculated after deducting investments in joint ventures/associates and goodwill from the net worth.

Status of non-cooperation with previous CRA: Not Applicable
Any other information: Not Applicable
Rating History for last three years: Please refer Annexure-2

Annexure-1: Details of Instruments/Facilities

Name of the Date of Coupon Maturity Size of the |Rating assigned along
Instrument Issuance Rate Date Issue with Rating Outlook
(Rs. crore)
Fund-based-Long Term - - March 2026 280.74 CARED
Non-Convertible CARE D
Debenture 03-10-2018 9.50% 03-10-2025 25.00
INE627207040
Non-Convertible CARED
Debenture 20-08-2018 9.50% 20-08-2025 25.00
INE627207032
Non-Convertible CARE D
Debenture 20-07-2018 9.50% 17-07-2025 25.00
INE627207024
Non-Convertible CARE D
Debenture 04-12-2018 9.50% 04-12-2021 25.00
INE627Z207057
Non-Convertible CARE D
Debenture
INE5S02K07047 25-04-2014 11.75% 25-04-2020 63.34
INE502K07104 03-10-2017 9.60% 03-01-2023
INE502K07112 11-04-2017 9.60% 11-04-2023
Proposed Non- CARED
Convertible Debenture i i i 25.00
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Annexure-2: Rating History of last three years
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Sr. Name of the Current Ratings Rating history
No.|Instrument/Bank Type |Amount Rating |Date(s) & Rating(s)|Date(s) & |Date(s) & [Date(s) &
Facilities Outstanding assigned in 2019- [Rating(s) Rating(s) Rating(s)
(Rs. crore) 2020 assigned in [assigned in jassigned in
2018-2019 [2017-2018 [2016-2017
1. |Debentures-Non ST - - [1)Withdrawn 1)CARE Al+ - -
Convertible Debentures (11-Jun-19) (16-Aug-18)
2)CARE Al+
(10-May-18)
2. [Debentures-Non LT 25.00 CARED [1)CARE B (Under [1)CARE AA; - -
Convertible Debentures Credit watch with [Stable
Negative (16-Aug-18)
Implications) 2)CARE AA;
(30-Jul-19) Stable
2)CARE A+; Stable |(10-May-18)
(11-Jun-19)
3. |Debentures-Non LT 63.34 CARE D [1)CARE B (Under [1)CARE AA; - -
Convertible Debentures Credit watch with [Stable
Negative (08-Feb-19)
Implications) 2)CARE AA;
(30-Jul-19) Stable
2)CARE A+; Stable |(20-Dec-18)
(11-Jun-19) 3)CARE AA;
Stable
(04-Dec-18)
4)CARE AA;
Stable
(16-Aug-18)
4. |Fund-based-Long Term [LT 280.74 CARED [1)CARE B (Under [1)CARE AA; - -
Credit watch with [Stable
Negative (08-Feb-19)
Implications) 2)CARE AA;
(30-Jul-19) Stable
2)CARE A+; Stable [(20-Dec-18)
(11-Jun-19) 3)CARE AA;
Stable
(03-Oct-18)
4)CARE AA;
Stable
(16-Aug-18)
5. |Debentures-Non LT 25.00 CARE D [1)CARE B (Under [1)CARE AA; - -
Convertible Debentures Credit watch with [Stable
Negative (16-Aug-18)
Implications)
(30-Jul-19)
2)CARE A+; Stable
(11-Jun-19)
6. [Debentures-Non LT 25.00 CARE D [1)CARE B (Under [1)CARE AA; - -
Convertible Debentures Credit watch with [Stable
Negative (03-Oct-18)
Implications)
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(30-Jul-19)
2)CARE A+; Stable
(11-Jun-19)

7. |Debentures-Non LT 25.00 CARED [1)CARE B (Under [1)CARE AA; - -
Convertible Debentures Credit watch with [Stable
Negative (04-Dec-18)
Implications)
(30-Jul-19)
2)CARE A+; Stable
(11-Jun-19)

8. |Debentures-Non LT 25.00 CARED [1)CARE B (Under [1)CARE AA; - -
Convertible Debentures Credit watch with [Stable
Negative (08-Feb-19)
Implications)
(30-Jul-19)
2)CARE A+; Stable
(11-Jun-19)

Annexure-3: Name of the companies consolidated with TBVFL (Combined)

Sr. No. Companies

Talwalkars Club Private Limited

Talwalkars Club System Private Limited

MidasTouch Private Limited

First Nutrition Private Limited

Rushzone Wellness Private Limited

Talwalkars Better Value Fitness (Singapore) PTE Limited
PWG Fitness (PVT) Limited (Sri Lanka)

Power World Gym Limited

Abhipray Enterprises Limited

OO |IN|O(LNN|D|WIN|F

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.
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Contact us

Media Contact

Mradul Mishra

Contact no. —+91-22-6837 4424

Email ID — mradul.mishra@careratings.com

Analyst Contact

Pulkit Agarwal

Contact no. —+91-22-6754 3645

Email ID: pulkit.agarwal@careratings.com

Business Development Contact
Rashmi Narvankar Shah

Contact no. - +91-22-6754 3429

Email ID: rashmi.narvankar@-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 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.

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