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Facilities/Instruments Amount (X crore) Rating’ Rating Action
- CARE A+; Stable Revised from CARE A-; Stable
Long-term bank facilities 100.00 (Single A Plus; Outlook: Stable) (Single A Minus; Outlook: Stable)
100.00
Total bank facilities (X One hundred crore
only)

Details of instruments/facilities in Annexure-1.

Detailed rationale and key rating drivers
The revision in the rating of Blue Star Engineering & Electronics Limited (BSEEL) considers the improvement in business risk

profile of the company aided by increased scale of operation in FY22 and consistent PBILDT margin of more than 10% over the
years. The rating also considers the established track record of the promoter; Blue Star Limited (BSL; rated CARE AA+;
Stable/CARE A1+) with a strong brand recall. BSEEL has pan-India presence with a wide product portfolio/service offerings
catering to the industrial and data security solutions segment, strong counterparty with major revenue derived from
professional electronics and industrial systems segment (PEIS). PEIS contributes 95% of the income for BSEEL. Total income
from operations has consistently grown over the period FY18-FY22 barring FY21 which was impacted due to COVID-19. BSEEL's
liquidity profile is comfortable with cash and cash equivalent of X15.14 crore as on June 30, 2022. Furthermore, the company
has given Inter Corporate Deposit (ICD) of X160 crore (as on March 31, 2022) to BSL. These ICDs are recallable at any time by
the company. Financial risk profile is strong with absence of long-term debt and minimal reliance on working capital borrowings
for operations.

The above rating strengths remain offset by the modest scale of operations and susceptibility to competition, changing
technologies and downturns in the end-user industries. Going forward, the ability of the company to ramp up its scale of

operations whilst keeping profitability margins intact remains a key rating monitorable.

Rating sensitivities
Positive factors — Factors that could lead to positive rating action/upgrade:
e Sustained ramping up of operations beyond 3400 crore with healthy profitability margin

Negative factors — Factors that could lead to negative rating action/downgrade:
e Significant decline in operating revenue to below X200 crore and PBILDT margin below 10% on a sustained basis
e Deterioration in financial risk profile with overall gearing exceeding 0.80x
e Change in strategic importance of the company for the Blue Star group

Detailed description of the key rating drivers
Key rating strengths

Established track record with diversified presence and extensive experience of promoters

BSEEL remains a wholly-owned subsidiary of BSL and contributes around 4-5% to the total consolidated revenues of the latter.
BSL is India’s leading central air-conditioning and commercial refrigeration company, and its manufacturing facilities are spread
across various locations in India. BSL commands leadership position in EMP segment and a very strong footing in room AC
product segment. Prior FY21, BSL had provided corporate guarantee (CG) to the bank facilities availed by BSEEL. After BSEEL
achieving self-sufficiency in its operations, the CG was withdrawn. However, sharing of the same brand name with 100%
shareholding and high economic cost to replace BSEEL provides strong incentive to the holding company to support BSEEL.

IComplete definition of the ratings assigned are available at www.careedge.in and other CARE Ratings Ltd.’s publications
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Strong sales growth with robust profitability margins

TOI increased by 47% to X262 crore in FY22 compared to X178 crore in FY21. Barring FY21 which was impacted by COVID-19,
the company’s sales have consistently grown over the period FY18-FY20. PBILDT margin has been in the range of 10-15% over
the period FY18-FY22 with 22.80% in FY20. With increase in competition and the trading nature of business, PBILDT margin is
expected to be range bound between 10-12% in the projected years i.e. FY23-FY25.

BSEEL derives major revenue from trading of industrial products and data security solutions along with after-sales service,
installation, and maintenance of products. Furthermore, the counterparty of the company has moderate to strong credit profile
thus BSEEL is exposed to low risk of funds getting stuck.

Established presence in the industry with strong brand recall

BSEEL was incorporated in 2010 because of business re-structuring exercise of BSL wherein PEIS segment was transferred to
BSEEL. Prior to that, BSL has been distributor of professional equipment and services as well as industrial products in India for
over six decades. After incorporation, the company has leveraged on the experience of its holding company and scaled up
operations in this business. It has moved up the value chain by changing its business model from being merely a distributor to
that of a system integrator and value-added reseller.

Strong financial risk profile as reflected by nil debt and comfortable profitability margins

BSEEL has no long-term debt and reliance on working capital borrowings is low as the day-to-day operations are funded
through internal accruals. The capital structure of the company is strong with an overall gearing of 0.01x as on March 31, 2022
and TOL/NW of 0.92x as on March 31, 2022. Interest coverage ratio at 69 times exhibits a strong cover. The capital structure is
expected to stay strong in the projected period with no term debt and minimal reliance on working capital borrowings.

Key rating weaknesses

Moderate scale of operations, albeit improving

BSEEL has shown consistent improvement in its scale of operations with total income of 3262 crore in FY22 compared to 3203
crore in FY18, except for FY21 which was impacted due to covid-19.

The company deals in trading and after-sales service of specialised products and hence the PBILDT margins have been above
average. With gradual expansion of product base and diversification efforts, the PBILDT margin has witnessed continuous
increase over the period FY18-FY21, however competition and rising input cost impacted PBILDT margin for FY22. Furthermore,
debt level has been on lower side resulting in low interest cost.

Susceptibility to competition, changing technologies and downturns in end-user industries

The demand for PEIS segment is dependent on capex in the end-user industries which are co-related to the macro-economic
environment. Consequently, during downturns, the amount of capex reduces which can lead to lower order inflows impacting
trading operations. Furthermore, the operations same remain susceptible to external shocks like the COVID-19 as reflected by
decline in revenues in FY21 as well as competition prevalent in the trading business due to presence of large unorganised
players.

Liquidity: Adequate

Liquidity remains adequate marked by cash balance of X15.14 crore as on June 30, 2022 (X19.21 crore as on March 31, 2022)
and unutilised working capital limits further augmenting the liquidity profile of the company. The liquidity is further supported
by nil repayments in the projected period on account of no long-term borrowings in the company. The current ratio stands at
1.87x and working capital needs is funded through cash accruals leading to minimum reliance on working capital borrowings.
The company has given ICD of %160 crore to BSL which is recallable anytime by BSEEL.

Analytical approach: Standalone. However, management and operational linkages with BSL are considered
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Applicable criteria

Policy on default recognition

Factoring Linkages Parent Sub JV Group

Financial Ratios — Non financial Sector

Liquidity Analysis of Non-financial sector entities

Rating Outlook and Credit Watch

Wholesale Trading

About the company

Incorporated in 2010, Blue Star Engineering and Electronics Limited (BSEEL) is involved in the distribution and maintenance of
imported professional electronics and industrial systems (PEIS) and in the business of providing plumbing and firefighting
contracting services, engineering services in the field of refrigerators and air-conditioning, heating, ventilation and renting of
properties. The PEIS segment was transferred to BSEEL from its parent company Blue Star Limited (BSL, rated CARE AA+;
Stable/ CARE A1+)in FY16 as a part of business restructuring and re-alignment plan of Blue Star group. As on June 30, 2022,
BSEEL remains a wholly owned subsidiary of BSL. Over the years, the company has moved up the value chain from being

merely a distributor to a system integrator and value-added re-seller.

March 31, 2021 (A) March 31, 2022 (A) Q1FY23 (UA)

Brief Financials (X crore)

Total operating income 178.45 262.10 55.90
PBILDT 28.48 33.65 6.84
PAT 23.00 31.52 5.68
Overall gearing (times) 0.00 0.01 -
Interest coverage (times) 29.67 68.75 52.62

A: Audited; UA: Un-Audited

Note: The financials are adjusted as per CARE Standards

Status of non-cooperation with previous CRA: Not Applicable

Any other information: Not Applicable

Rating history for the last three years: Please refer Annexure-2
Covenants of the rated instruments/facilities: Detailed explanation of covenants of the rated instruments/facilities is

given in Annexure-3

Complexity level of various instruments rated for this company: Annexure-4
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Annexure-1: Details of instruments/facilities

Coupon
Rate
(%)

Date of Issuance
(DD-MM-YYYY)

Name of the

Instrument Sl

Fund-based - LT-
Working capital limits

Maturity
Date (DD-
MM-YYYY)

100.00

Size of
the Issue
(X crore)
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Rating Assigned along
with Rating Outlook

CARE A+; Stable

Annexure-2: Rating history for the last three years

Current Ratings

Rating History

HETO) Date(s)
Name of the
Sr. and Date(s) and and Date(s) and
No. InSt;L;Tiﬁ:it e/ sBank Tvpe Oue:zg::itn Ratin Rating(s) Rating(s) Rating(s) Rating(s)
ypP  crore) 9 9 assigned  assignedin | assigned | assigned in
in 2022- 2021-2022 in 2020- 2019-2020
2023 2021 |
1 | Commercial paper ST - - - - - (li\é\fljt::_?(\),;n
2 Fund-based - LT- LT ) ) ) ) ) 1)Withdrawn
Term loan (22-Jan-20)
3 | Commercial paper ST - - - - - (lf\é\gt:r?_%n
Commercial paper- .
4 Commercial paper ST - - - - h gzg;t::-?g;n
(Carved out)
1)CARE
AA+ (CE);
Negative
(07-Jan-21)
s | Fund-based - LT- T ) . i 1)Withdrawn (I%E/)\.RsEt:Q;
Working capital limits (05-Oct-21) | 2)CARE (22-J,an—20)
AA+ (CE);
Negative
(19-May-
20)
1)CARE A-
(07-Jan-21)
] ggti-‘;‘urfaﬂftse: ted | LT ] ) ) 1)Withdrawn 1)CARE A-
tng PP (05-Oct-21) | 2)CARE A- | (22-Jan-20)
rating (Long Term) (19-May-
20)
CARE 1)CARE A-;
7 Fund-_based - LT'. . LT 100.00 A+; - Stable - -
Working capital limits Stable (05-Oct-21)

* Long Term / Short Term

Annexure-3: Detailed explanation of covenants of the rated instrument / facilities: Not applicable

Annexure 4: Complexity level of various instruments rated for this company

Name of instrument

Complexity level

1 Fund-based - LT-Working Capital Limits

Simple

Annexure-5: Bank lender details for this company

To view the lender-wise details of bank facilities please click here
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Note on complexity levels of the rated instruments: CARE Ratings has classified instruments rated by it on the basis of
complexity. Investors/market intermediaries/regulators or others are welcome to write to care@careedge.in for any
clarifications.

Contact us
Media contact
Name: Mradul Mishra
Phone: +91-22-6754 3573
E-mail: mradul.mishra@careedge.in

Analyst contact

Name: Hitesh Avachat

Phone: +91-90048 60007

E-mail: hitesh.avachat@careedge.in

Relationship contact

Name: Saikat Roy

Phone: +91-98209 98779
E-mail: saikat.roy@careedge.in

About us:

Established in 1993, CARE Ratings is one of the leading credit rating agencies in India. Registered under the Securities and
Exchange Board of India, it has been acknowledged as an External Credit Assessment Institution by the RBI. With an equitable
position in the Indian capital market, CARE Ratings provides a wide array of credit rating services that help corporates raise
capital and enable investors to make informed decisions. With an established track record of rating companies over almost
three decades, CARE Ratings follows a robust and transparent rating process that leverages its domain and analytical expertise,
backed by the methodologies congruent with the international best practices. CARE Ratings has played a pivotal role in
developing bank debt and capital market instruments, including commercial papers, corporate bonds and debentures, and
structured credit.

Disclaimer:

The ratings issued by CARE Ratings are opinions on the likelihood of timely payment of the obligations under the rated instrument and are not recommendations to
sanction, renew, disburse, or recall the concerned bank facilities or to buy, sell, or hold any security. These ratings do not convey suitability or price for the investor.
The agency does not constitute an audit on the rated entity. CARE Ratings has based its ratings/outlook based on information obtained from reliable and credible
sources. CARE Ratings does not, however, guarantee the accuracy, adequacy, or completeness of any information and is not responsible for any errors or omissions
and the results obtained from the use of such information. Most entities whose bank facilities/instruments are rated by CARE Ratings have paid a credit rating fee,
based on the amount and type of bank facilities/instruments. CARE Ratings or its subsidiaries/associates may also be involved with other commercial transactions
with the entity. In case of partnership/proprietary concerns, the rating/outlook assigned by CARE Ratings is, inter-alia, based on the capital deployed by the
partners/proprietors and the current financial strength of the firm. The ratings/outlook may change in case of withdrawal of capital, or the unsecured loans brought
in by the partners/proprietors in addition to the financial performance and other relevant factors. CARE Ratings is not responsible for any errors and states that it
has no financial liability whatsoever to the users of the ratings of CARE Ratings. The ratings of CARE Ratings do not factor in any rating-related trigger clauses as
per the terms of the facilities/instruments, which may involve acceleration of payments in case of rating downgrades. However, if any such clauses are introduced
and triggered, the ratings may see volatility and sharp downgrades.

For the detailed Rationale Report and subscription information,
please visit www.careedge.in
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