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Bajaj Electricals Limited

Instrument Amount Rating Action
Term Loans Rs. 40.00 crore [ICRAJA+ (stable)
(reduced from Rs. 65.00 crore) Upgraded from [ICRA]JA (positive)
Fund based limits Rs. 479.70 crore [[CRA]A+ (stable)
(reduced from Rs. 488.60 crore) Upgraded from [ICRA]JA (positive)
Fund based limits Rs. 845.00 crore [ICRAJAL+
(enhanced from Rs. 525.00 crore) Upgraded from [ICRAJA1 / assigned
Non-fund based limits Rs. 2,723.26 crore [I[CRAJA+ (stable) & [ICRA]JAL+
(enhanced from Rs. 1,754.61 crore)  Upgraded from [ICRA]A (positive) &
[[CRAJAL / assigned
Non-Convertible Debenture Rs. 60.00 crore [ICRAJA+ (stable)
programme (reduced from Rs. 100.00 crore) Upgraded from [ICRA]JA (positive)
Commercial Paper Rs. 200.00 crore [ICRAJAL+
programme Upgraded from [ICRA]AL

ICRA has upgraded the long-term rating from [ICRA]A (pronounced ICRA A) to [ICRA]JA+ (pronounced ICRA A
plus) and the short-term rating from [ICRA]JAL (pronounced ICRA A one) to [ICRA]JAL+ (pronounced ICRA A
one plus) outstanding on the bank facilities of Bajaj Electricals Limited (BEL) aggregating to Rs. 4,087.96 crore®
(enhanced from Rs. 2,833.21 crore). ICRA has also upgraded the long-term rating from [ICRAJA to [ICRAJA+
outstanding on the Rs. 60 crore (reduced from Rs. 100 crore) Non-Convertible Debenture programme and the
short-term rating from [ICRA]AL to [ICRA]JAL1+ outstanding on the Rs. 200 crore Commercial Paper programme
of BEL. The outlook on the long-term rating has been revised from Positive to Stable.

The upgrade in the ratings takes into account the turnaround in the performance of the Engineering & Projects
Business Unit (E&P BU) of the company which has been able to sustain improved margins in its business since
Q4 FY2015 on the back of timely execution of its on-going projects and healthy built-in margins in these
projects. Along with the E&P BU, the company’s Lighting business has also witnessed healthy improvement in
its margins supported by the introduction of a wider array of LED (Light Emitting Diodes) products. As a result,
BEL'’s profitability levels and debt coverage metrics have sharply improved for FY2016 as compared to the
previous two years, which ICRA expects to be sustained in the near term.

The ratings also favourably take into account the company’s diversified business portfolio and its leading
position in the consumer durable business supported by strong brand and product development strengths and
wide distribution network. The company’s cost-effective sourcing from domestic SSlIs (mainly in excise-free
zone Himachal Pradesh & sales tax-free zone Daman) as well as China helps to counter competition from
imports as well as unorganised players in consumer durables to some extent. The ratings also positively
consider the company’s comfortable capital structure and liquidity profile, and the financial flexibility arising
from being a part of the Bajaj group.

The ratings are however constrained by the deterioration in the profitability of the company’s consumer durable
business (mainly, appliances and fans) in recent years owing to low entry barriers and increasing competition
from established domestic players as well as unorganized sector. The company is implementing a Range and
Reach Expansion Program (RREP) to improve inventory management for its consumer durables business;
however, significant delays in implementation of RREP and the associated fixed costs for the same have
further impacted the profit margins. The ratings are further constrained by the exposure of the company’s
profitability to movement in raw material costs and high working capital intensity in the projects business. ICRA
also notes that BEL has high exposure to its associate concern, viz. Starlite Lighting Limited (SLL), in the form
of corporate guarantees, subscription of preference shares as well as loans; any sizeable increase in the
financial support extended to SLL from the current levels would be a rating sensitivity. Going forward, continued
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healthy performance of the company’s E&P BU and timely implementation of RREP so as to boost the margins
of the consumer durables business would remain critical from the rating perspective.

Company Profile

Bajaj Electricals Limited (BEL), a part of Bajaj Group of companies, was incorporated on July 14, 1938 in the
name of Radio Lamp Works Limited. The name was later changed to Bajaj Electricals Limited in the year 1960.
BEL'’s shareholding is concentrated with the Bajaj family that has about 64% equity stake in the company. The
company has five business units — Fans, Lighting, Luminaires, Appliances and Engineering & Projects. Until
1998, BEL was mainly a marketing company dealing in various consumer durable goods such as fans, lighting
and electrical appliances under the Bajaj umbrella brand. In the year 2001-02, the company commenced
manufacturing highmasts and transmission towers as part of its projects division at Ranjangaon, Pune. The
company also has 19% stake in Hind Lamps Limited (reduced from 50% in FY2015) that is involved in
manufacturing of tubes and lamps. In March 2007, the company acquired 32% equity stake in Starlite Lighting
Limited which manufactures Compact Fluorescent Lamps (CFL) at Nashik. In March 2015, BEL reduced its
stake in SLL to 19%.

For FY2016, BEL reported operating income of Rs. 4,611.9 crore and profit after tax (PAT) of Rs. 95.6 crore.

From April 1, 2016, BEL has adopted Indian Accounting Standards (Ind AS). For Q1 FY2017, BEL reported
operating income (net of excise) of Rs. 951.8 crore and PAT of Rs. 22.9 crore (unaudited).
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