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Ratings
Facilities Amount Rating" Rating Action
(Rs. crore) g g
e CARE A-; Negative .
Long term bank facilities 151.62 (Single A Minus; Outlook:Negative) Reaffirmed
Short term bankfacilities 50.26 CARE A2 Reaffirmed
(A two)
201.88
Total (Rs. Two hundred one crore
and eighty eight lakh only)

Details of instruments/facilities in Annexure-1

Detailed Rationale

The reaffirmation of ratings to the bank facilities of Flash Electronics India Private Limited (FEIPL; Consolidated, hereafter
referred to as The Company/ Group) continues to derive strength from FEIPLUs long track record of operations,
experienced promoters, and strategic location of the manufacturing facilities with proximity to original equipment
manufacturers (OEM). The ratings also derives strength from the company’s long-standing relationship with Bajaj Auto
Limited (BAL) as a Tier-l supplier of auto components and consistent efforts of the company towards diversification of its
revenue streams by addition of new clients and product portfolio globally.

The ratings take a note of infusion of funds in the form of Compulsory Convertible Debentures (CCD) amounting to Rs.
90.00 crore during Q3FY19 (refers to October 1 to December 31) and Q4FY19 (refers to January 1 to March 31), which has
improved FEIPL’s capital structureas onJanuary31,2019.

The rating strengths, however, continue to remain constrained by improved yet moderate profitability margins,
increasing leverage levels, customer and sector concentration risk, competition from organized players and a volume-
driven business model.

The ratings also take a note of capital expenditure over next 2-3 years which will be done for regular expansion and for
fuel injection system. The company might rely on internal accruals to fund the capex along with an option to avail second
round of CCD funding from existinginvestor.

The ability of the group to achieve envisaged growth in its scale of operations on the back of commissioning of its
manufacturing capacity at Chakan under FEIPL and FVMT, improve profitability led by deriving operating leverage
benefits, diversify its customer base are the key rating sensitivities. Operations of foreign entities in the group turning
profitableis critical fromcredit perspective.

Outlook: Negative

While the recent successful issue of CCD has improved the capital structure to some extent, the outlook continues to
remain ‘Negative’ as profitability continues to remain moderate due to lower than envisaged benefits of operating
leverage. Achievability of envisaged benefits from recently completed and planned capexis yet to be seen.

The outlook may be revised to ‘Stable’ if the company significantly improves its profitability and capital structure through
accretion of profitto reserves by rampingup its operations.

Key Rating drivers

Key Rating Strengths

Promoter background and expertise

The promoters of FEIPL (Vasdev and Kathuria family) have more than two decades of experience in manufacturing of
electronics and DC Motors used in auto industry. The Founder and Managing Director, Mr. Sanjeev Vasdev, has an
experience of over 25 years in the automobile sector. Pursuant to regulation for having mandatory flashers for two-
wheelers in 1989 by regulatory authorities, and having been from engineering background, Mr. Vasdev made a strategic
and timely decision to incorporate FEIPL which has seen unprecedented growth under his stewardship. Mr.R.S.Vasdeyv,
Chairman of FEIPLis a Mechanical Engineer graduated from London and had formally headed the motorcycle division of
Yamaha Limited (formerly ESCORTS Limited) and retired as Vice President prior to joining FEIPL. Mr. Kathuria, is an
engineering graduate from |ITDelhi and heads the Research and Development division atFEIPL.

Strategic location of manufacturing facilities

All the plants of the group have flexible manufacturing system in place, which enables it to manufacture various products
for various OEMs. FEIPL’s Chakan plant is specialized for gears and transmissions assemblies, to serve the subsidiary

1Comp/et‘e definitions of the ratings assigned are available at www.careratings.com and in other CARE publications.
| CARE Ratings Limited
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company, FVMT. The facility is hence, strategically located adjacent to the facilities of FVMT. The manufacturing facilities
arelocated in close proximity to the manufacturing facilities of BALi.e. Chakan (Pune) and Faridabad (Gurgaon). FEIPL has
been a traditional supplier to BALin two and three wheeler segment. Also, Pune being an auto hub enables the company
to cater to other OEMs apart from BAL located in its vicinity such as Piaggio Vehicles Pvt Ltd, BOSCH Automotive
Electronics (I) Private Limited, Mahindra & Mahindra Limited, Royal Enfield, India Yamaha Motors Private Limited,
Kawasaki Heavy Pte Ltd (Export) and Greaves Cotton Limited (Domestic).

Diversification of product portfolio with improved capacity utilization levels

The product portfolio of FEIPL is well diversified with over 22 main products across 4 major product groups in the auto
components segment. The company alsosupplies electricity meters to SEBs. In recent years, FEIPL has also added various
new products including thermostats, rectifiers; with ignition coil, thermostat, throttle body, precision forged component
and sensors’ introduction, FEIPL has made an entry in four wheeler segment, which will further broaden the product/
customer base. The Company has incurred capex to move into forging of the transmission assembly parts/ Gear assembly
parts, which would subsequently be supplied to Bajaj Auto through its subsidiary FVMTPL.

Fund Infusion in the form of Compulsorily Convertible Debenture

Flash Electronics India Private Limited (FEIPL) has received total Rs. 90.00 crore of fund infusionin the form of compulsory
convertible debentures. Amount of Rs. 75.00 crore was received on January 19, 2019 whereas remaining amount of
Rs.15.00 crore was received on January 29, 2019, against the committed infusion of Rs. 90.00 crorein Tranche -1 which
has led to improvement in its capital structure. The same has been utilized for funding working capital requirements,
purchasing of remainingshares of FVMT (making FVMT 100% s ubsidiary of FEIPL) and for capital expenditure.

Liquidity Analysis

The working capital cycle for company has improved to 31 days during FY18 as against 37 days during FY17 primarily on
account of increase in creditors period which stood at 64 days during FY18 (vis-a-vis 57 days during FY17). Collection days
and Inventory days both stood constant at 47 days during FY18. Current ratio stood at below unity at 0.96x as on March
31, 2018.

Average CC utilization stood at63%. Cashand bankbalanceas onMarch31,2018 stood at Rs. 14.10 crore.

Key Rating Weaknesses

Improved yet moderate revenue growth and profitability margins

The group registered TOI of Rs.660.50 crore during FY18 registering a Y-o-Y growth of 29.27% from Rs.510.98 crore during
FY17. Out of which FEIPL contributed 62.87% during FY18 which registered a marginal Y-o-Y growth 24.31% on account of
increaseinsalefromautomotive segment by 28.40% during FY18.

Consequently, The PBILDT margins during the year FY18increased by 192 bps yet lower than the envisaged and stood at
8.82% vis-a-vis 6.90% (PY 17). Interest costincreased to Rs.32.04 crore during FY18 (vis-a-vis Rs.15.79 crore during FY17)
largely on account of additional term loan availed for planned capex. Depreciation for the year stood at Rs. 31.24 crore.
Further during the year company registered a net profit of Rs.7.44 crores (1.13%) against net loss of Rs.6.12 crore during
FY17. Leading to the GCA (Gross cash accruals) of Rs.33.51 crore.

During 9MFY19 (UA) FEIPL and FVMT together achieved revenue of Rs. 536.96 crore.

Deterioration in capital Structure and debt coverage indicators as on March 31,2018

On account of increasing term loan the debt equity ratio stood at 3.91x as on March 31, 2018 (vis -a-vis 3.15x as on March
31, 2017). Consequently, the overall gearing stood at 4.79x as on March 31, 2018 (vis -a-vis 3.76x as on March 31, 2017)
on account of higher working capital borrowings. However improved GCA has led to minor improvement in debt
protection matrix, total debt to GCA stood at 12.32x as on March 31, 2018 vis -a-vis 20.38x as on March 31, 2017. Total
debt to PBILDT stood at 7.08x as on March 31, 2018 vis-a-vis9.37x as on March 31, 2017.

Interest coverage deteriorated and stood at 1.82x during FY18 (vis-a-vis 2.23x during FY17). During FY19 company has
received funding in the form of CCD amounting to Rs. 90.00 crore. With the said funding, debt to equity ratio and overall
gearingratioas on March 31, 2019 areexpected to improve.

Risk arising out of fluctuation of raw material prices

The primary raw material required by FEIPL is cores, coils and other electronic components. Cores are made of s teel, and
other materials while coils are predominantly made from Copper. FEIPL is exposed to risks arising out of fluctuation of
prices of these inputs. However, the same has been mitigated by executing pass through arrangement with BAL for major
raw material components (Aluminum and copper) especially which itimports, hence there is minimal risk associated with
raw material pricefluctuation.

Customer and sector concentration risk

FEIPL's revenue from BAL stood constantat 67.79% during FY18 as against 67.05% during FY17. This high dependence on
BAL for revenue exposes FEIPL to the fluctuation in 2W/3W sales of BAL. Sales of energy meters further reduced during
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FY18 and contributed to 4.85% as against 6.34% in FY17 and 9.17% in FY16. During FY18, major customers for FEIPL
continued to include BAL, MSEDCL, India Yamaha Motor Private Limited, TIDC India, Jagdish Electronics (I) Private Limited,
Dellorto India Private Limited, Rinder India Private Limited. Thetop 5 customers accounted for 83.89% of TOI during FY18
(vis-a-vis 88.59% during FY17) and top 10 customers accounting for 88.90% of TOI during FY18 (94.22% during FY17). The
high concentration on auto sector makes the company susceptible to any adverse change affecting the auto sector
besides cyclicality of the same. Higher dependence on a single customer exposes FEIPL to customer concentration risk.
However, on the back of longstanding relationship, FEIPL continues to receive funding support from Bajaj Finance Limited.
FEIPL enjoys a short term financing (PO financing limit) of Rs.24.00 crore from Bajaj Finance Limited, out of which
Rs.24.00 crore was outstanding as on March 31, 2018. The PO financing facility carries relatively low interest rates when
compared to CC limits.

Planned capital expenditure

The company is planning capital expenditure over next 2-3 years for regular expansion and for fuel injection system. The
same can be funded through internal accruals as well as the company has an option to raise funds through another round
of CCD issue.

Timely completion of the project with envisaged benefits and further improvement in debt protection metrics are key
ratingsensitivities.

Industry Outlook

The Two Wheelers segment dominates the market in terms of volume owing to a growing middle class and a young
population. Moreover, the growing interest of the companies in exploring the rural markets further aided the growth of
the sector.

The Ministry of Heavy Industries, Government of India has shortlisted 11 cities in the country for introduction of electric
vehicles (EVs) in their public transport systems under the FAME (Faster Adoption and Manufacturing of (Hybrid) and
Electric Vehicles in India) scheme. The government will also set up incubation centre for start-ups working in electric
vehicles space.

India is also a prominent auto exporter and has strong export growth expectations for the near future. Automobile
exports grew 20.78 per cent during April-November 2018. It is expected to grow ata CAGR of 3.05 per cent during 2016-
2026. In addition, several initiatives by the Government of India and the major automobile players in the Indian market
are expected to make India aleaderinthe two-wheeler and four wheeler market inthe world by 2020.

Approach - Consolidated

CARE has considered consolidated financials of FEIPL and its two direct subsidiaries and two indirect subsidiaries, on
account of common promoters, similar line of business, inter-company transactions and exposure of FEIPL to group
companies in terms of corporate guarantee. Furthermore, the group is engaged into the transmission assemblies,
precision forged, machined component business and throttle bodies across various geographies. As a result of common
promoters, similar line of business and inter-company transactions, consolidated view has been considered.

Particulars of Subsidiary Companies of Flash Electronics (India) Private Limited (FEIPL

Direct Subsidiaries
1. Flash Viven Machining Technologies Private Limited
2. Flash Holding GmbH (Wholly owned subsidiary)
IndirectSubsidiaries
3. Bing Power System Gmbh
4. Bing Power Origin Kft

Applicable Criteria

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

Rating Methodology-Manufacturing companies
Criteria for Short Term Instruments

Financial ratios — Non-Financial Sector

Rating Methodology - Auto Ancillary Companies
Factoring Linkages in Ratings

Company Background

Flash Electronics (India) Private Limited (FEIPL), incorporated on October 26, 1989 is engaged in the manufacturing of
automotive electrical and electronics products primarily for two and three wheelers. The company was founded by Mr.
Sanjeev Vasdev, and is currently spearheaded by him in the capacity of Managing Director (MD). FEIPL is engaged in the

3| CARE Ratings Limited
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manufacturing of A.C. Generators/magnetos assemblies, starter motors for two and three wheeler, Electronic Energy
Meters, auto engineering components and other electrical and electronic components.

FEIPL as on date has four manufacturing units out of which three units are located in Faridabad, Haryana while one unitis
at Chakan,Pune, Maharashtra.

CONSOLIDATED (FEIPL + FVMT + Flash Holding GmBH)
Brief Financials (Rs. crore) FY17 (A) FY18 (A) 9MFY19 (UA)*
Total operating income 510.95 660.50 536.96
PBILDT 35.27 58.27 55.00
PAT -6.12 7.44 1.29
Overall gearing (times) 3.76 4.79 -
Interest coverage (times) 2.23 1.82 1.89
*excluding Flash holding GmBH

STANDALONE - FEIPL

Brief Financials (Rs. crore) FY17(A) FY18 (A) 9MFY19 (UA)
Total operating income 334.00 415.21 416.90
PBILDT 33.52 44.82 40.30
PAT 9.55 18.05 9.00
Overall gearing (times) 1.47 1.85 -
Interest coverage (times) 494 3.30 2.61

A: Audited UA: Un-Audited

Status of non-cooperation with previous CRA —Not Applicable

Rating History for last three years: Pleaserefer Annexure-2

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.ca reratings.com. Investors/market intermediaries/regulators or others are welcome
to write to care@careratings.com for any clarifications.

Analyst Contact
Name: Mr Ashish Kashalkar

Tel: +91-020-4000 9003
Mobile: +91 9890615061
Ashish.kashalkar@careratings.com

**For detailed Rationale Report and subscriptioninformation, please contactus at www.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 bankfacilities/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.
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Name of the Date of Coupon Maturity Size of the Rating assigned
Instrument Issuance Rate Date Issue along with Rating
(Rs. crore) Outlook
Fund-based - LT-Term - March, 2026 115.62 CARE A-; Negative
Loan
Fund-based - LT-Cash - - 36.00 CARE A-; Negative
Credit
Non-fund-based - ST- - - 50.26 CARE A2
BG/LC
Annexure-2: Rating History of last three years
Sr. Name of the Current Ratings Rating history
No.[ Instrument/Bank Type Amount Rating Date(s) & Date(s) & Date(s) & | Date(s) &
Facilities Outstanding Rating(s) Rating(s) Rating(s) Rating(s)
(Rs. crore) assigned in [assigned in 2017-| assigned in [assigned in
2018-2019 2018 2016-2017 | 2015-2016
1. |Fund-based - LT-Term LT 115.62 CARE A-; - 1)CARE A-; 1)CARE A-; -
Loan Negative Negative Stable
(26-Mar-18) (16-Feb-17)
2)CARE A-; 2)CARE A
Negative (12-Apr-16)
(20-Mar-18)
2. |Fund-based - LT-Cash LT 36.00 CARE A-; - 1)CARE A-; 1)CARE A-; -
Credit Negative Negative Stable
(26-Mar-18) (16-Feb-17)
2)CARE A-; 2)CARE A
Negative (12-Apr-16)
(20-Mar-18)
3. |Non-fund-based - ST- ST 50.26 CARE A2 - 1)CARE A2 1)CARE A2 -
BG/LC (26-Mar-18) (16-Feb-17)
2)CARE A2 2)CARE A2+
(20-Mar-18) (12-Apr-16)
4. |Fund-based - LT-Buyers | LT - - - 1)Withdrawn 1)CARE A-; -
Credit (20-Mar-18) Stable
(16-Feb-17)
2)CARE A
(12-Apr-16)
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CONTACT
Head Office Mumbai

Ms. Meenal Sikchi
Cell:+9198190 09839
E-mail: meenalsikchi@careratings.com

Ms.Rashmi Narvankar
Cell:+9199675 70636
E-mail: rashmi.narvankar@careratings.com

Mr. Ankur Sachdeva
Cell:+9198196 98985
E-mail: ankur.sachdeva @careratings.com

Mr. Saikat Roy
Cell:+9198209 98779
E-mail: saikat.roy@careratings.com

CARE Ratings Limited

(Formerly known as Credit Analysis & Research Ltd.)
Corporate Office: 4th Floor, GodrejColiseum, Somaiya Hospital Road, Off Eastern Express Highway, Sion (East), Mumbai - 400 022

Tel: +91-22-6754 3456 | Fax: +91-22-6754 3457 | E-mail: care@careratings.com

AHMEDABAD

Mr. Deepak Prajapati

32, Titanium, Prahaladnagar Corporate Road,
Satellite, Ahmedabad - 380015
Cell:+91-9099028864

Tel:+91-79-4026 5656

E-mail: deepak.prajapati@careratings.com

BENGALURU

Mr. V Pradeep Kumar

UnitNo.1101-1102, 11th Floor, Prestige Meridian |,
No. 30, M.G.Road, Bangalore - 560 001.

Cell:+91 98407 54521

Tel:+91-80-4115 0445, 4165 4529

Email: pradeep.kumar@careratings.com

CHANDIGARH

Mr. Anand Jha

SCF No. 54-55,

First Floor, Phase 11,

Sector65, Mohali - 160062
Chandigarh
Cell:+9185111-53511/99251-42264
Tel:+91-0172-490-4000/01
Email:anand.jha@careratings.com

CHENNAI

Mr. V Pradeep Kumar

UnitNo. 0-509/C, Spencer Plaza, 5th Floor,
No. 769, Anna Salai, Chennai - 600 002.
Cell:+9198407 54521
Tel:+91-44-28497812 / 0811

Email: pradeep.kumar@careratings.com

COIMBATORE

Mr. V Pradeep Kumar

T-3, 3rd Floor, Manchester Square
Puliakulam Road, Coimbatore - 641 037.
Tel:+91-422-4332399 / 4502399

Email: pradeep.kumar@careratings.com

HYDERABAD

Mr. Ramesh Bob

401, Ashoka Scintilla, 3-6-502, Himayat Nagar,
Hyderabad - 500 029.

Cell :+9190520 00521

Tel:+91-40-40102030

E-mail: ramesh.bob @careratings.com

JAIPUR

Mr. Nikhil Soni

304, PashupatiAkshatHeights, Plot No. D-91,
Madho Singh Road, Near Collectorate Circle,
Bani Park, Jaipur- 302 016.

Cell:+91-95490 33222

Tel:+91-141-402 0213/ 14

E-mail: nikhil soni@careratings.com

KOLKATA

Ms. Priti Agarwal

3rd Floor, Prasad Chambers, (Shagun MallBldg.)
10A, Shakespeare Sarani, Kolkata - 700 071.
Cell:+91-9831967110

Tel:+91-33- 4018 1600

E-mail: priti.agarwal@careratings.com

NEW DELHI

Ms. Swati Agrawal

13th Floor, E-1 Block, Videocon Tower,
Jhandewalan Extension, New Delhi - 110 055.
Cell:+91-98117 45677

Tel:+91-11-4533 3200

E-mail: swati.agrawal@careratings.com

PUNE

Mr.Pratim Banerjee

9th Floor, Pride KumarSenate,

PlotNo. 970, Bhamburda, SenapatiBapat Road,
ShivajiNagar, Pune - 411 015.

Cell:+91-98361 07331

Tel:+91-20- 4000 9000
E-mail:pratim.banerjee@careratings.com
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