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Summary of Rated Instruments

Instrument* Rated Amount Rating Action

(Rs. crore)
Long-term, fund based limits 10.00 [ICRA]AA (Stable); outstanding
Long-term / Short-term, non-fund 75.00 [ICRA]JAA (Stable) / [ICRA]JAL+;
based limits (enhanced from 60.00) assigned / outstanding

*Instrument Details are provided in Annexure-1

Rating action

ICRA has assigned the long-term rating of [ICRAJAA (pronounced ICRA double A) and the short-term
rating of [ICRA]JA1+ (pronounced ICRA A one plus) to the Rs. 75.00 crore® (enhanced from Rs. 60.00
crore) long-term / short-term, non-fund based limits of Blue Dart Aviation Limited (‘BDAL’)% ICRA also
has rating of [ICRA]JAA (pronounced ICRA double A) outstanding on the Rs. 10.00 crore long-term, fund
based bank facilities of the company. The outlook on the long-term rating is ‘Stable’.

Rationale

The ratings factor in the strong operational and financial linkage between BDAL and Blue Dart Express
Limited (BDEL,; rated [ICRA]AA (Stable)/ [ICRA]A1+), with BDAL being the captive aviation company
of BDEL. For arriving at the ratings, ICRA has assessed the consolidated financial risk profile of BDEL.
BDEL’s strengthening leadership position in the domestic air express segment has helped the group in
optimally utilizing their dedicated aircraft fleet over years.

The group’s financial risk profile remains comfortable despite the issue of bonus debentures to its
shareholders in November 2014. ICRA takes due note of the capital-intensive nature of air express
segment and the susceptibility of profit margins to domestic economic activity, which may impact free
cash flows. Given the scheduled redemption of the debentures (in tranches) over FY2018-FY2020 as well
as the resumption of aircraft engine overhaul cycle at BDAL, cash flow requirement over the next three
years remains high for the group; while ICRA derives comfort from the current healthy cash positions as
well as the strong cash accruals from operations, ICRA will continue to monitor the dividend payout
policy of BDEL?®.

Key rating drivers

Credit strengths

e Captive aviation company and a wholly-owned subsidiary of BDEL (rated [ICRA]JAA (Stable)/
[ICRA]AL+)

e Financial profile of the group (BDEL and BDAL combined) characterised by moderate capital
structure and healthy operating cash flows

e Strong management expertise with most of the executive management having extensive experience
with the company

1100 lakh = 1 crore = 10 million

2 For complete rating scale and definitions, please refer to [ICRA’s website www.icra.in or other ICRA Rating Publications.

% For FY2017, BDEL has paid a dividend of Rs. 15/- per share, which is lower than the dividend payout each year, over the
previous three years
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Credit weakness

o Sizeable capital expenditure (capex) lined up for the next three years towards aviation related
maintenance; the same is expected to be funded partially through external debt, which will prevent
any significant improvement in the group capital structure

Description of key rating drivers:

BDAL is currently a wholly owned subsidiary of BDEL, with BDEL increasing its stake in BDAL from
49% as at the beginning of FY2016 to 100% currently, in three tranches — as and when the regulations
permitted, given the strategic importance of BDAL for BDEL’s operations. BDEL is a leading player in
the domestic express service industry providing integrated air express and ground express services. As
part of the DP DHL group, BDEL also has access to DP DHL’s large express and logistics network
worldwide. The company offers a wide spectrum of distribution services including domestic and
international air express, domestic ground express, and other related/ value added services. The air
express segment contributes ~80% to company’s total turnover where the company dominates with a
market share of 46% (ATK Study 2015). BDEL provides domestic air freight services utilizing six
dedicated aircrafts from seven air network stations including one highly integrated facility at Bangalore
International Airport; the aircrafts and the related infrastructure are held under BDAL. For the services
provided by BDAL, BDEL reimburses all the expenses with a thin mark-up (excluding few expenses
which are on actual basis) to BDAL as per the Aircraft, Crew, Maintenance and Insurance (ACMI)
agreement (current agreement is valid till September 30, 2017; extendable).

As the aircrafts and the facilities are housed under BDAL, it incurs sizeable capex towards aviation
related maintenance (majority toward aircraft engine overhaul). The company plans to fund the ongoing
capex partially through debt, which will prevent any improvement in the group’s (BDEL consolidated)
leverage from the current moderate levels, post the redemption of debentures over the next three years.
However, BDEL, on a consolidated basis, has a robust financial profile as indicated by healthy
profitability, strong cash flows and adequate liquidity.

Analytical approach: For arriving at the ratings, ICRA has taken a consolidated view of BDEL and
BDAL, along with Concorde Air Logistics Limited, another wholly owned subsidiary of BDEL.

Links to applicable Criteria
Corporate Credit Rating — A Note on Methodology

About the company:

BDAL is the captive aviation company of BDEL and is the only dedicated cargo aviation company in
India. BDAL operates a fleet of six freighter aircraft and provides dedicated air cargo services to BDEL.
Majority of BDEL’s air cargo is carried through BDAL, while the balance is carried through domestic
commercial airline companies. BDEL views BDAL as its extended operating arm which provides
dedicated aviation services and infrastructure at airports. BDAL was set up in 1996 as a wholly-owned
subsidiary of BDEL to provide air cargo services to BDEL. In FY2005, DHL Express (Singapore) Pte
Ltd. took over BDEL following which, BDEL divested stake in BDAL to meet statutory requirements.
However, subsequently, with the changes in the regulations, BDEL gradually increased its stake in
BDAL. Currently, BDAL is again a wholly-owned subsidiary of BDEL (in November 2016, BDEL
increased the stake from 74% to 100%).

BDAL has an integrated airside facility project at New Bangalore International Airport to enable BDEL
to improve its service quality through operational efficiencies (improve throughput timing). In coming
years, BDAL is planning to set up such facilities at other airports in the country.
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As per audited financials for FY2016, BDAL reported a PAT of Rs. 3.12 crore on an Ol of Rs. 585.80
crore, as against a PAT of Rs. 4.39 crore on an Ol of Rs. 657.29 crore in FY2015.

Status of non-cooperation with previous CRA: Not applicable

Any other information: Not applicable

Rating history for last three years

Table:
S. Name of Current Rating Chronology of Rating History for the past 3 years
No | Instrument
Type | Rated Month- Month- year | Month-year & | Month- year &
amount year & & Rating in Rating in Rating in
(Rs. Rating FY2017 FY2015 FY2014
Crore)
May 2017 April 2016 February 2015 | September 2013
1 Fund based | Long- | 10.00 | [ICRA]JAA | [ICRAJAA [ICRA]JAA(SO) | [ICRA]JAA(SO)
bank term (Stable) (Stable) (Stable) (Stable)
facility
2 Non-und Long- | 75.00 | [ICRAJAA | [ICRAJAA [ICRAJAA(SO) | [ICRA]JAA(SO)
based bank | term/ (Stable) / (Stable) / (Stable) / (Stable) /
facility Short- [ICRA]JAL+ | [ICRA]JAL+ | [ICRA]JAL+(SO) | [ICRA]JAL+(SO)
term

Complexity level of the rated instrument:
ICRA has classified various instruments based on their complexity as "Simple", "Complex" and "Highly
Complex". The classification of instruments according to their complexity levels is available on the

websitewww.icra.in
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Annexure-1
Instrument Details

Name of the Date of Coupon | Maturity Amount rated Current rating and
instrument issuance / rate (Rs. crore) outlook
sanction
Long-term, fund based - - - 10.00 [ICRAJAA (Stable)
bank facilities
- - - 75.00 [ICRA]AA (Stable) /

Long-term / Short-
term, non-fund based
bank facilities

[ICRAJAL+

Source: BDAL
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Relationship Contact
Jayanta Chatterjee
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About ICRA Limited:

ICRA Limited was set up in 1991 by leading financial/investment institutions, commercial banks and
financial services companies as an independent and professional investment Information and Credit
Rating Agency.

Today, ICRA and its subsidiaries together form the ICRA Group of Companies (Group ICRA). ICRA is a
Public Limited Company, with its shares listed on the Bombay Stock Exchange and the National Stock
Exchange. The international Credit Rating Agency Moody’s Investors Serviceis ICRA’s largest
shareholder.

For more information, visit www.icra.in
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