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Crompton Greaves Consumer Electricals Ltd.
The Union to Augment Benefitting Prospects

Crompton Greaves Consumer Electricals Ltd. (CGCEL) is among India’s leading
consumer electrical goods companies. On 24t March 2023, the Company
announced a merger with its south India-focused subsidiary Butterfly
Gandhimati Appliances Ltd. (BGAL), which it acquired in 2022. As per the
scheme of the arrangement, public shareholders of BGAL shall receive 22
shares of CGCEL against every 5 shares of BGAL. The objective of this merger is
to optimally utilize resources present with both companies with greater
operational and compliance convenience. CGCEL informed that the synergies
will be achieved from revenue, direct, and indirect costs. As per the
Company’s guidance, this merger is expected to complete within 12-14
months. For more information, refer to our initiating coverage report and Q3
FY23 update.

Merger to Supplement the Acquisition

According to the Company, the merger will be helpful in exploiting resources
that are at the disposal of both companies more efficiently and conveniently.
According to the management, the rationales behind the proposed merger are
unlocking the potential of both businesses, simplifying the corporate structure,
and aligning the interests of shareholders.

Benefits to Augment

The combined entity will benefit from revenue and cost synergies. The
Company foresees sharing of warehouses and logistics of CGCEL, significantly
helping BGAL as it plans to grow from south India to pan-India. Moreover, the
Company perceives that the combined entity will benefit from strategic raw
material procurement and commonizing warehousing, logistics, IT systems,
etc. CGCEL also plans to reduce dependence on outsourcing manufacturing by
means of using the underutilized capacity of BGAL.

The Merger

The Scheme of Amalgamation

As per the scheme of arrangements, the public shareholders of BGAL shall
receive 22 equity shares of CGCEL for every 5 equity shares of BGAL.
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The Timeline of Events

m Q1FY24 Q2FY24 Q3FY24 Q4FY24

. Board Approval
[ Filing of scheme with Stock Exchanges

. Receipt of Stock Exchanges approval and filing with NCLT
[ Filing with NCLT

. Shareholders / creditors meeting
NCLT / other regulatory process [ —

@ ncLT Approval
Receipt of NCLT order
Process for filing with ROC [
Effective date for merger .

Process for issuance and Listing of additional shares of Crompton R

Listing & Trading of additional shares of Crompton .

Source: Company, Keynote Capitals Ltd.

The merger is subject to the approval of public shareholders of both entities (at
least 75% of the public share holders must agree), creditors of BGAL and CGCEL,
stock exchanges, SEBI and NCLT.

Merger Conference Call Notes
Revenue and Brands Synergy

The Company anticipates double-digit growth in BGAL’s top line and at least a
few points of growth greater than the key competitors during weak times. The
only overlap of brands that the combined entity has is in the mixer category. It
is expected that the two brands might diverge there. One would be
performance-driven, and the other would be aesthetics-driven or premium.

Cost Synergy

Guidance is that the merged entity will benefit from numerous direct and
indirect cost savings like strategic raw material sourcing, warehousing, logistics,
IT expenses, etc. The management doesn’t anticipate any reduction in
employee costs as there’s no redundancy or duplication. The entire cost savings
won’t flow down to the bottom line as a major chunk will be redirected to
product innovation and marketing.

On the distributors front, the Company doesn’t foresee any cannibalization and
anticipates that the distributors of both companies will trade products of both
instead of just one currently. E.g., in Mumbai, where CGCEL has 4 distributors,
BGAL has 5, and the market leader has 12-13 distributors, the combined entity
will have 9 distributors carrying products of both brands. The combined entity
will complete this activity over 18 months. Earlier, the Company had guided it to
expand its distribution rate from ~55% in FY22 to 95-98% in the long run. This
merger will enable the Company to reach there sooner.
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Manufacturing Facilities Benefits

CGCEL has integrated BGAL in its 5-year excellent manufacturing roadmap.
Since it was divested from CG Power in 2015, it had a basic manufacturing
facility and outsourced production of its units. However, with the growth that
the Company anticipates achieving in the next few years, the Company sees a
requirement for capex. The following covers the plan in more detail:

* Invest in existing assets to increase productivity. Line automation, being one
of the initiatives, is already under process.

* Increase capacity utilization of BGAL asset base. For example, BGAL’s
manufacturing facility is under-utilized for mixers, while CGCEL outsources
the manufacturing of mixers all over India.

* As part of supplier development, the Company aims to have fewer yet more
capable suppliers and vendors for the long term.

* The Company plans to integrate backward and increase in-house production.

* Greenfield projects are also part of the plan and will be executed as and
when required.

Others

The merged entity will become EPS accretive in a year’s time.

The Cost of Acquiring BGAL

Stake Shares Price

(V4] (in Mn) (Rs.)

Equity Acquisition

Promoters 55% 9.8 1,408 13,797
Open Offer 26% 4.7 1,450 6,666
Total Equity Acquisition Cost (1) 81% 14.5 - 20,463

Other Assets Acquired

Trademarks 300
Land 850
Total Additional Cost (2) 1,150
Total Effective Acquisition Cost (1+2) 21,613
Offer for Sale (3) 6% 1.1 1,503 1,611
Net Equity Stake (1-3) 75% 134 1,407 18,852

Source: Company, Keynote Capitals Ltd.
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The Swap Transaction

Shares

(in Mn)

Shareholding Pattern of CGCEL

Promoters 0%
Public 100% 636
Total shares in CGCEL 100% 636

Shareholding Pattern of BGAL

Promoter - CGCEL 75% 134
Public 25% 4.5
Total shares in BGAL 100% 17.9

Swap ratio: 22 Shares for Every 5 Shares

Additional shares of CGCEL to be issued to minority shareholders of BGAL (1) 3% 19.7
Existing shares of CGCEL in the combined entity (2) 97% 636
Total shares in the combined Entity (1+2) 100% 656

Source: Company, Keynote Capitals Ltd.

Financial Projections of the Combined Entity

Particulars (in Mn) FY24E FY25E
Revenue 77,475 85,222
PAT 7,049 8,399
No. of Shares Outstanding 656 657
EPS (in Rs.) 10.75 12.19
PE 38 -
Share Price 409 -
% Upside 38.6% -

Source: Company, Keynote Capitals Ltd.
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Rating Methodology

BUY Expected positive return of > 10% over 1-year horizon
NEUTRAL Expected positive return of > 0% to < 10% over 1-year horizon
REDUCE Expected return of < 0% to -10% over 1-year horizon

SELL Expected to fall by >10% over 1-year horizon

NOT RATED (NR)/UNDER REVIEW (UR)/COVERAGE SUSPENDED (CS) Not covered by Keynote Capitals Ltd/Rating & Fair value under

Review/Keynote Capitals Ltd has suspended coverage

Disclosures and Disclaimers

The following Disclosures are being made in compliance with the SEBI Research Analyst Regulations 2014 (herein after referred to as the
Regulations).

Keynote Capitals Ltd. (KCL) is a SEBI Registered Research Analyst having registration no. INH000007997. KCL, the Research Entity (RE) as defined in
the Regulations, is engaged in the business of providing Stock broking services, Depository participant services & distribution of various financial
products. Details of associate entities of Keynote Capitals Limited are available on the website at https://www.keynotecapitals.com/associate-

entities/

KCL and its associate company(ies), their directors and Research Analyst and their relatives may; (a) from time to time, have a long or short position
in, act as principal in, and buy or sell the securities or derivatives thereof of companies mentioned herein. (b) be engaged in any other transaction
involving such securities and earn brokerage or other compensation or act as a market maker in the financial instruments of the company(ies)
discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other potential conflict of interests with respect to
any recommendation and other related information and opinions.; however the same shall have no bearing whatsoever on the specific
recommendations made by the analyst(s), as the recommendations made by the analyst(s) are completely independent of the views of the
associates of KCL even though there might exist an inherent conflict of interest in some of the stocks mentioned in the research report.

KCL and / or its affiliates do and seek to do business including investment banking with companies covered in its research reports. As a result, the
recipients of this report should be aware that KCL may have a potential conflict of interest that may affect the objectivity of this report.
Compensation of Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions.

Details of pending Enquiry Proceedings of KCL are available on the website at https://www.keynotecapitals.com/pending-enquiry-proceedings/

A graph of daily closing prices of securities is available at www.nseindia.com, www.bseindia.com. Research Analyst views on Subject Company may
vary based on Fundamental research and Technical Research. Proprietary trading desk of KCL or its associates maintains arm’s length distance with
Research Team as all the activities are segregated from KCL research activity and therefore it can have an independent view with regards to Subject
Company for which Research Team have expressed their views.

Regional Disclosures (outside India)

This report is not directed or intended for distribution to or use by any person or entity resident in a state, country or any jurisdiction, where such
distribution, publication, availability or use would be contrary to law, regulation or which would subject KCL & its group companies to registration or
licensing requirements within such jurisdictions. The securities described herein may or may not be eligible for sale in all jurisdictions or to certain
category of investors. Persons in whose possession this document may come are required to inform themselves of and to observe such restriction.

Specific Disclosure of Interest statement for subjected Scrip in this document:

Financial Interest of Research Entity [KCL] and its associates; Research Analyst and its Relatives NO

Any other material conflict of interest at the time of publishing the research report by Research Entity [KCL] and its associates; | NO
Research Analyst and its Relatives
Receipt of compensation by KCL or its Associate Companies from the subject company covered for in the last twelve months; | NO
Managing/co-managing public offering of securities in the last twelve months; Receipt of compensation towards Investment
banking/merchant banking/brokerage services in the last twelve months; Products or services other than those above in connection
with research report in the last twelve months; Compensation or other benefits from the subject company or third party in
connection with the research report in the last twelve months.

Whether covering analyst has served as an officer, director or employee of the subject company covered NO

Whether the KCL and its associates has been engaged in market making activity of the Subject Company NO

Whether the Research Entity [KCL] and its associates; Research Analyst and its Relatives, have actual/beneficial ownership of 1% or | NO
more securities of the subject company, at the end of the month immediately preceding the date of publication of the research
report or date of the public appearance.
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The associates of KCL may have:

-Financial interest in the subject company

-Actual/beneficial ownership of 1% or more securities in the subject company

-Received compensation/other benefits from the subject company in the past 12 months

-Other potential conflicts of interests with respect to any recommendation and other related information and opinions.; however, the same shall
have no bearing whatsoever on the specific recommendations made by the analyst(s), as the recommendations made by the analyst(s) are
completely independent of the views of the associates of KCL even though there might exist an inherent conflict of interest in some of the stocks
mentioned in the research report.

-Acted as a manager or co-manager of public offering of securities of the subject company in past 12 months

-Be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market maker in the financial
instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies)

-Received compensation from the subject company in the past 12 months for investment banking / merchant banking / brokerage services or from
other than said services.

The associates of KCL has not received any compensation or other benefits from third party in connection with the research report.

Above disclosures includes beneficial holdings lying in demat account of KCL which are opened for proprietary investments only. While calculating
beneficial holdings, it does not consider demat accounts which are opened in name of KCL for other purposes (i.e. holding client securities,
collaterals, error trades etc.). KCL also earns DP income from clients which are not considered in above disclosures.

Analyst Certification

The views expressed in this research report accurately reflect the personal views of the analyst(s) about the subject securities or issues, and no part
of the compensation of the research analyst(s) was, is, or will be directly or indirectly related to the specific recommendations and views expressed
by research analyst(s) in this report.

Terms & Conditions:

This report has been prepared by KCL and is meant for sole use by the recipient and not for circulation. The report and information contained herein
is strictly confidential and may not be altered in any way, transmitted to, copied or distributed, in part or in whole, to any other person or to the
media or reproduced in any form, without prior written consent of KCL. The report is based on the facts, figures and information that are believed to
be true, correct, reliable and accurate. The intent of this report is not recommendatory in nature. The information is obtained from publicly
available media or other sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of
warranty, express or implied, is made as to its accuracy, completeness or correctness. All such information and opinions are subject to change
without notice. The report is prepared solely for informational purpose and does not constitute an offer document or solicitation of offer to buy or
sell or subscribe for securities or other financial instruments for the clients. Though disseminated to all the customers simultaneously, not all
customers may receive this report at the same time. KCL will not treat recipients as customers by virtue of their receiving this report

Disclaimer:

The report and information contained herein is strictly confidential and meant solely for the selected recipient and may not be altered in any way,
transmitted to, copied or distributed, in part or in whole, to any other person or to the media or reproduced in any form, without prior written
consent. This report and information herein is solely for informational purpose and may not be used or considered as an offer document or
solicitation of offer to buy or sell or subscribe for securities or other financial instruments. Nothing in this report constitutes investment, legal,
accounting and tax advice or a representation that any investment or strategy is suitable or appropriate to your specific circumstances. The
securities discussed and opinions expressed in this report may not be suitable for all investors, who must make their own investment decisions,
based on their own investment objectives, financial positions and needs of specific recipient. This may not be taken in substitution for the exercise
of independent judgment by any recipient. Each recipient of this document should make such investigations as it deems necessary to arrive at an
independent evaluation of an investment in the securities of companies referred to in this document (including the merits and risks involved), and
should consult its own advisors to determine the merits and risks of such an investment. The investment discussed or views expressed may not be
suitable for all investors. Certain transactions -including those involving futures, options, another derivative product as well as non-investment
grade securities - involve substantial risk and are not suitable for all investors. No representation or warranty, express or implied, is made as to the
accuracy, completeness or fairness of the information and opinions contained in this document. The Disclosures of Interest Statement
incorporated in this document is provided solely to enhance the transparency and should not be treated as endorsement of the views expressed
in the report. This information is subject to change without any prior notice. The Company reserves the right to make modifications and
alternations to this statement as may be required from time to time without any prior approval. KCL, its associates, their directors and the
employees may from time to time, effect or have affected an own account transaction in, or deal as principal or agent in or for the securities
mentioned in this document. KCL, its associates, their directors and the employees may from time to time invest in any discretionary PMS/AIF
Fund and those respective PMS/AIF Funds may affect or have effected any transaction in for the securities mentioned in this document. They may
perform or seek to perform investment banking or other services for, or solicit investment banking or other business from, any company referred
to in this report. Each of these entities functions as a separate, distinct and independent of each other. The recipient should take this into account
before interpreting the document. This report has been prepared on the basis of information that is already available in publicly accessible media
or developed through analysis of KCL. The views expressed are those of the analyst, and the Company may or may not subscribe to all the views
expressed therein. This document is being supplied to you solely for your information and may not be reproduced, redistributed or passed on,
directly or indirectly, to any other person or published, copied, in whole or in part, for any purpose. This report is not directed or intended for
distribution to, or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction, where
such distribution, publication, availability or use would be contrary to law, regulation or which would subject KCL to any registration or licensing
requirement within such jurisdiction.
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The securities described herein may or may not be eligible for sale in all jurisdictions or to certain category of investors. Persons in whose possession
this document may come are required to inform themselves of and to observe such restriction. Neither the Firm, not its directors, employees, agents
or representatives shall be liable for any damages whether direct or indirect, incidental, special or consequential including lost revenue or lost
profits that may arise from or in connection with the use of the information. The person accessing this information specifically agrees to exempt KCL
or any of its affiliates or employees from, any and all responsibility/liability arising from such misuse and agrees not to hold KCL or any of its affiliates
or employees responsible for any such misuse and further agrees to hold KCL or any of its affiliates or employees free and harmless from all losses,
costs, damages, expenses that may be suffered by the person accessing this information due to any errors and delays.

Keynote Capitals Limited (CIN: U67120MH1995PLC088172)

Compliance Officer: Mr. Jairaj Nair; Tel: 022-68266000; email id: jairaj@keynoteindia.net

Registered Office: 9th Floor, The Ruby, Senapati Bapat Marg, Dadar West, Mumbai — 400028, Maharashtra. Tel: 022 — 68266000.
SEBI Regn. Nos.: BSE / NSE (CASH / F&O / CD): INZ000241530; DP: CDSL- IN-DP-238-2016; Research Analyst: INHO00007997

For any complaints email at kcl@keynoteindia.net

General Disclaimer: Client should read the Risk Disclosure Document issued by SEBI & relevant exchanges and the T&C on
www.keynotecapitals.com; Investment in securities market are subject to market risks, read all the related documents carefully before investing.
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